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INTRODUCTION

USAID and the EBRD have been cooperating with the Government of Romania In the early
development of a work plan to assist In creatIng a MUniCIpal CredIt FaCIlity (MCF) that would lend
to general purpose local governments (judets and mUnicIpalities), as well as local service
enterprises (regll) to finance Investments In Infrastructure Part of thiS InitIal phase Involves an
analysIs of the current financIal condItion of general purpose local governments In four urban
regions to assess the credit worthiness of mUnicipalities and jUdets, as potential borrowers from
the MCF

The follOWing report covers four regions of Romania Blhor, Constanta, Dambovlta and
Maramure~ In each of these jUdets, the team created a finanCial profile of the Judet Council and
of the main mUnicIpality In each judet, that IS, Oradea, Constanta, Targovl§te and Bala Mare
The eight SUb-reports are organized by regIon and are IdentIcal In structure, reflecting a
consistent methodology for evaluating each local government FollOWing each finanCial profile,
there IS an appendIX of tables with detailed finanCial information calculated uSing a computer
model whIch IS being dIstributed to each partIcIpating local government To complete the
finanCIal profIle, there IS an analysIs of the operations of the regll that prOVide water, waste water,
transport, solid waste and heatIng services In the Junsdlctlon

A team consIsting of two Amencan and four Romanian mUniCIpal finance specIalists vIsited these
regIons and contnbuted to thiS report The entire team participated In the Initial sIte VISit to the
judet of Dambovlta In early December 1996 In the follOWing weeks, the Romanian members of
the team made additional site VISitS to obtain data from the other regions In late January 1997,
members of the team vIsIted all four regIons In the course of two weeks After presenting the

• preliminary results to each local government indiVIdually, the team presented ItS findings m a
workshop format to representatives from USAID and the EBRD on February 7

Data gathenng for the report Involved several methods The team collected Income and expense
data for each local government from Annexes 12 and 14 of their annual finanCial statements for
1993 to 1995 In many cases, the team was also able to obtain data for 1996 (For the Judet of
Maramure~, finanCial data for 1993 was unavailable because of a regUlar audit of the jUdet's
accounting) A team member also gathered detailed mformatlon on local taxes and fees
collected In the mUniCipality as well as deCiSions by the local counCils In determining these tax
rates Another team member collected the finanCial reports of the vanous regl/ In the Judet

FinanCial data on each local government analyzed were entered Into a computer model
developed In Excel 5 0 (All of the governmental offices VISited had access to Excel) These
forms Include all revenues and expenditures by line Item for any given year, Including bUdget and
actual Information As a first step, the model consolidates the data and calculates vanables
needed to analyze the JUriSdiction's finanCial performance For example, to calculate the net
operating results the model must first claSSify revenues and expenditures as eIther operating or
capital The reaggregated finanCial data becomes the standard data set that the model uses In

calculating key finanCial performance Indicators The indicators present the operatIng
expenditures by chapter and other key vanables In constant 1995 lei, for clearer interpretation of
changes to the bUdget from year to year Finally, the model calculates the trends In actual data
and uses the results to prepare a projectIOn of the revenues and expendItures of the local
government to the year 2001
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Financial data on each regie providing basIc Infrastructure services In the Judet was taken from
ItS official Income and expense statement and balance sheet for the period from 1994 to 1995
Results for 1996 were estimated, where possible, based on actual results year to date The
fmanclal data of the regll also were entered Into a computer model developed m Excel 5 0 As
with the financial data on the local governments, the data for the regll was converted to constant
1995 lei to facIlitate compansons year to year The model also prepared a net cash flow analysIs
for each regie Fmally, the model generated a projection of net Income for 1997 and 1998

Each financial profile Includes the following

A Financial AnalysIs of the Local Government that looks at

•
•

•
•

Net overall results by year In current lei
Net operating results by year In constant 1995 lei
Trends In revenues In constant lei
Trends In expenditures In constant leI
Debt
Projections to 2001 In constant lei based on trends and on a polley scenano developed
Jomtly with the local government

B 1 FmanClal AnalysIs of each Regie attached to the Local Government that prOVides baSIC
mfrastructure services In the JUriSdiction It looks at

•
•

•

•

•
•
•
•
•

Profit (loss) from operations and net profit (loss) overall In constant 1995 lei
Trends In Accounts Receivable In constant 1995 lei
Trends In Accounts Payable In constant 1995 ler
Net cash flow actual to 1996 and projected to 1998 In constant 1995 lei

AppendiX I • Definitions used m calculating the standard data set for each local government

AppendiX II - Detailed fmanclal mformatlon on the local government

AppendiX III - Detailed financial Information on each regie

Each fmanclal profile has been prepared so that It can stand as a separate document ThiS was
done to faCIlitate distribution of the document to each Judet, mUnicipality and regie that
contributed Information to the analysIs For the reader of thiS document, that means that the
presentation of the matenal Will be repetitive, as each of the flnanc,al profiles Includes standard
text deSCribing the methodology used In the analysIs

ThiS entire document, Includmg all the tables, IS available In EnglIsh and In Romanian

1 The finanCial profile of Oradea and Bala Mare Includes a Section B deSCribing the finanCial
management practices of the local government In those two profiles, the analysIs of the regu IS Section C
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Introduction
USAID and the EBRD have been cooperatIng with the Government of Romania In the early
development of a work plan to assist In creating a MUnicIpal Credit FacIlity (MCF) that would lend
to general purpose local governments (judets and mUnicipalities), as well as local service
enterpnses (reg/l) to finance Investments In Infrastructure The initIal phase of that work plan
Involves an assessment of the eXisting legal and policy framework as It affects the stability of
Intergovernmental transfers and the ability of local governments to manage their own finances
and to borrow It also Includes an analysIs of the current financial conditIon of general purpose
local governments In four urban regIons to assess the credit worthiness of mumclpalltles and
jUdets, as potential borrowers from the MCF

This Financial Profile of the Judet of Bihar was prepared as part of a broader analysIs of the
financial condition and financial management capacity of a mUnicipality and a judet In each of
four urban regions In Romama (Bihar, Constanta, Dambovlta and Maramure~), as well as that of
the corresponding regll that proVide water, waste water, transport, solid waste and heating
services In those regions The analysIs Will contnbute to an understanding of the Issues that
might constrain the partiCipation of mUnicipalities In the MCF

The first part of the analysIs looks at the financial condition of the Judet of Bihar, based on the
actual results for the penad from 1993 to 1995 It also attempts to look at the future financIal
condition of Bihar through the year 2001, although such projectIons should be conSIdered as
Illustrative given the current state of flux of laws and regUlations governing local government
finances In Romania The final part of the analySIS looks at the financial condItIon of the regIe
that proVIdes local Infrastructure servrces In Bihar

A FINANCIAL ANALYSIS

Overall Results
The overall financial results of the Judet of Bihar for the penod from 1993 to 1995, as shown In
Table 1, are POSitive There has been a small overall surplus In each year, which has declined
as a percent of total revenues

However, these results by themselves reveal little else about the finances of the Judet of Bihar
The follOWing sections of this Financial ProfIle will attempt to prOVIde greater inSights Into the
financial conditIOn of the Judet

Table 1
Overall Results

(Thousands of Lei)

1993 1994 1995

Total Revenues 16,409,511 37,419,676 76,329,240

Total Expenditures 16,173,462 36,817,919 75,530,882

Overall SurplUS (DefiCit) 236,049 601,757 798,358
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Net Operating Results
This section of the analysIs looks at net operating results This IS different than the overall
surplus or deficit, shown above, which JUdets and mUnicipalities currently calculate That
analysIs looks at the difference between all revenues and all expenditures Net operating results
look only at the difference between non-Investment (or operating) expenditures and non-capital
(or operating) revenues

The calculation uses the standard Income and expense data reported by JUdets and
mUnicipalities In Annexes 12 and 14 of their quarterly and annual financial statements These
forms Include all revenues and expenditures by line Item for any given year, mcludlng bUdget and
actual Information The calculation of the net operating results first reqUires Identifying and
classifying those expenditures related to the cost of administering the Judet or of providing local
services This mcludes as well any Subsidies or transfers to other organizations, such as the
regll, to pay for Similar costs These are the operatmg expendItures of the Judet The second
step IS to Isolate those revenues that are available on a continuing basIs to pay for operating
expenditures These operatrng revenues Include all local taxes and fees, shared national tax
revenues and any operatIng Subsidies provided by the state They do not Include non-fiscal
revenues, such as the proceeds of loans or of the sale of assets, or those revenues provided by
the state specifically to pay for Investments Appendix 1 explains the calculation of operating
expenditures and revenues uSing the data available In Annexes 12 and 14 of the standard
financial reports

The net operating results of the Judet are determined by sUbtracting ItS total operating
expenditures from Its total operatmg revenues ThiS will produce

• A net operating surplus when recurnng revenues are greater than operating
expenditures

• A net operating defiCit when operating expenditures are greater than recumng
revenues

ThiS IS a significant result Should the Judet want to enter Into a loan or Issue bonds, the
operating surplus will be the amount available to pay the maturrng principal and Interest
payments on the debt It will largely determine the maximum amount the Judet can borrow A
Judet that has a current net operating defiCit has no free operating revenues available for debt
service It should not consider entering Into any new loans until It has taken steps to Identify and
address the causes of the problem

The net operating results of the Judet of Blhor for the penod from 1993 to 1995 also have been
POSitive There were moderate net operatmg surpluses In 1993 and 1994 and a large net
operating surplus In 1995 The difference between net operating and overall results also shows
that capital revenues played a significant role In the overall surplus recorded In 1993 and 1994

An analySIS of the net operating results In constant 1995 Ie" as shown In Table 2, below, reveals
that the net operating surplus grew fivefold In real terms between 1993 and 1995 ThiS trend In
net operating results IS encouraging, shOWing that the Judet has been able to maintain a POSitive
balance between operating revenues and expendItures over three years

1
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Table 2
Net Operating Results

Constant 1995 Lei - Thousands

1993 1994 1995

Operating Revenues 26,132,792 35,199,111 60,795,862

Operating Expenditures 25,523,747 34,961,709 57,895,763

Operating Surplus (Deficit) 609,045 237,402 2,900,099

Revenue Trends
This section of the analysIs looks at how the revenues of the Judet of Blhor have changed over
the penod from 1993 to 1995 As shown In Table 3, below, revenues have Increased at an
average rate of nearly 50 percent per year In real terms since 1993 The Increase IS due largely
to the rapid growth In shared national tax revenues and espeCIally In local taxes and fees

Table 3
Value of Revenues

Constant 1995 Lei - Thousands

1993 1994 1995

Local Taxes & Fees 5,696,814 8,881,795 23,888,491

Shared National Taxes 14,206,008 21,966,132 31,521,770

State Operating Subsidies 6,229,971 4,351,184 5,385,601

Total Operating Revenues 26,132,193 35,199,111 60,195,862

Own Capital Revenues 971,770 580,689 873,489

State CapItal SubsidIes 7,015,832 11,029,178 14,659,889

Total Capital Revenues 7,987,602 11,609,867 15,533,378

Total Revenues 34,120,395 46,808,978 76,329,240

Dunng the same penod, as shown In Table 4, below, the composition of the operatIng revenues
of the Judet of Blhor, that IS, those revenues that are most critIcal to an evaluatIon of the
borrowing capaCIty of the Judet, has changed, with a growing reliance on local taxes and fees
Shared national taxes have remamed fairly stable at slightly over 50 percent of total operatmg
revenues The relative Importance of state operating SubSIdies has declined slgntflcantly
Overall, thiS IS a positive trend
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Table 4
Composition of Operatang Revenues

Percent of Total

1993 1994 1995

Local Taxes & Fees 2180% 2523% 3929%

Shared National Taxes 5436% 6241% 51 85%

State Operating SubSidies 2384% 1236% 886%

Expenditure Trends
This section of the analysIs looks at how the expenditures of the Judet of Blhor have evolved

--over ine perIOD Trom 1993 to 1995 AS snown In Table 5, below, the volume of expenditures In
constant 1995 lei has Increased In all areas In some cases, such as In Education and In
Transportation and CommUniCation, the Increase reflects new expenditure responsibIlities In
other cases, such as In Public Works and Housing, the Increase responds to large new
expenditures, In this case for the modernization for three bndges In 1995 Whatever the cause,
the rapid growth of expenditures In real terms IS a cause for concern, since revenues cannot be
expected to continue to grow as rapidly over time

TableS
Per Capita Operatang Expenditures

by Chapter
Constant 1995 Lei - Thousands

Chapter 1993 1994 1995

General Administration 497 740 1069

Education 000 000 1653

Health 11 58 1795 2027

Culture and Art 1 96 274 437

Social Assistance 148 1 97 544

Public Works and Housing 1321 1219 2020

Transportation and Communication 706 1276 1355

Other Economic ActiVities 000 000 000

Other ActIVities 008 017 032
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Debt
The Judet of Blhor has borrowed only once In 1995 the Judet obtatned a short term loan of
8,970 million lei which It repaid In the same year

The Judet IS not currently contemplattng any future loans

ProjectIons
Table 6 shows the future net operating results for the Judet of Blhor as projected to the year
2001, based on current revenue and expendIture trends That table shows that the Judet will
have a large surplus until 2001, but It will decrease at the end of the penod ThIS surplus can be
considered optimistic because future revenues cannot be expected to continue to grow at such a
fast pace In real terms Further, expenditures will vary unpredictably as pnces of key cost
components are adjusted to reflect market conditIOns

\G



Blhor
Actual and Projected Cash Flow

Current Trends· Constant 1995 Lei

Recurring Revenues Total

Of which

Local Taxes and Fees

Shared NatIonal Tax Revenues

State Operating SubsIdIes

Table 6
Projections - Current Trends

1993 1994 1995 1996 1997 1998 1999 2000 2001

25 393 154 35 087 346 58367 548 72 590,410 89077 606 105564 B03 122052000 13B 539 197 155026394

4957176 8770030 21460177 28232129 36,483629 44735130 52986631 61238131 69489632

1420600821966132315217703988039948538280 5719616165854042 74511923 83169804

6229971 4351184 5385601 4477882 4055697 3633512 3211327 2789142 2366957

"TI
:r
III
:::J
n
iii
"U

a
ir
c..
C
Q.
~

a
m
s­
o...

2552374734961709578957637183223388018170 104204107120390043136575980152761917Operating Expenditures Total
Of whIch

General AdminIstratIon

EducatIon

Health

Culture & Sports

SocIal AssIstance

PublIC Works & Housing

TransportatIon & CommunicatIon

Other EconomIc ActIvItIes

Other ActIVItIes

Interest Payments

Recurring SurplUS (Deficit)

3147907

o
7337023

1240919

935779

8367215

4446095

o
48810

o

1993

(130593)

4690378

o
11376580

1,737413

1 246812

7721892

8082809

o
105826

o

1994
125636

6772916

10472190

12846603

2,771015

3445710

12796298

8588026

o
202863

142

1995
471785

8495409

13962920

16029649

3446545

4386031

14057552

11 180908

o
273220

o

1996
758177

10307,914

19199015

18784439

4211592

5640 997

16272093

13251 874

o
350246

o

1997

1059437

12120418

24435110

21,539229

4976640

6895962

18486635

15322839

o
427273

o

1998

1360697

13932922

29671 205

24294020

5,741688

8150927

20701 177

17393805

o
504300

o

1999
1 661 957

15745427

34907300

27048810

6506736

9405893

22915718

19464770

o
581326

o

2000
1 963216

17557931

40143395

29803600

7271784

1066085B

25130260

21535736

o
658353

o

2001

2264476

r--

Non-recurring Operating Revenues 739638 1 111 765 2428314 3 115248 3959 586 4803924 5 648 262 6492600 7336938
Total

Of which

Non recurring Local Operatmg 739638 1 111765 2428314 3115248 3959586 4803924 5648262 6492600 7336938
Revenues

Net Operating SurplUS (Deficit) 609 045 1 237402 2900099 3873425 5 019 023 6 164621 7310218 8455816 9601 414

01
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B PROVISION OF INFRASTRUCTURE SERVICES

Organizations Responsible for Local Services
For the Judet of Blhor there IS one regie that provides for the Judet roads We have studied the
finanCIal history of this regie, "RA Judeteana de drumurl Sl podun," (RAJDp) since 1994

7

Net Profit (Loss)
The net Income of RAJDP, as shown In Table 7, below, has Increased steadily from 235 million
lei In 1994 to over 1 billion lei In 1996 The operating profit margin IS at 12 percent, which shows
that the regie IS capable of performing the core activity Coupled With an equally excellent gross
profit margin, this makes the company a good candidate for external financing The gross profit
margin may actually be higher because most of ItS fixed assets are old and fully depreciated,
which should lower the overhead

Although the operating results proVide Important informatIOn about the finances of AAJDP, they
may not provide a complete understanding of the overall financial condition of the regie The
following analySIS will attempt to provide additIOnal InSights

Table 7
Net Profit (Loss)

Constant 1995 Lei - Thousands

1994 1995 1996 (E) 1997 (P)

Operating Revenues 2,212,604 10,607,981 9,075,421 9,841,701

Operating Costs 1,896,473 9,290,785 7,930,814 8,375,434

Operating Profit (Loss) 316,131 1,317,196 1,144,607 1,466,267

Operating Profit (Loss) Margin 143% 124% 126% 149%

Other Revenues 1,467 55,594 31,259 37,654

Other Costs 5,186 4,On 38,550 18,356

Gross Profit (Loss) 312,412 1,368,713 1,137,316 1,485,565

Profit/Payroll Taxes Paid 76,347 727,059 110,617 475,381

Net Profit (Loss) 236,065 641,654 1,026,699 1,010,184

Net Cash Flow AnalYSIS
The Income Statement and the Balance Sheet of a local regie or commercial company that

• prOVides essential Infrastructure services to a communrty present valuable mformatlon both to
the managers and to the Local Councils and other Interested parties such as Investors and
credItors Yet, It IS Important to look beyond the results reported In the Income Statement and
Balance Sheet at other results that can be calculated uSing the information available In those
statements

Under the present conditions In the Romanian economy, It IS not unusual to find commercial
companies, including many local regll, With high levels of both accounts receivable and accounts
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payable A growing Inability to collect payments owed by clients for services provided, reflected
In the Increase In accounts receivable, poses a potential threat to the liqUIdity of many
companies, including some of the regll By and large, compames have tried to offset the loss of
cash Implicit In the Increase In accounts receivable by a corresponding Increase In accounts
payable The Situation often IS described as one of "financial blockage" - no-one pays anyone
else ThiS Involves senous riSks It IS not sustainable over time What might happen, for
example, If a large creditor (such as RENEL) demands payment of accumulated bills? In the
absence of a compensating reduction In receivables (an Increase In the collectIOn from Its
debtors), the commercial company or regie would face a serious cash problem that mIght ImpaIr
Its ability to continue to operate normally

The eXisting SItuation of "finanCial blockage" distorts the picture of the financial conditIOn of a
company or regie, as shown In ItS financial statements Assets, as shown by accounts
receivable In the balance sheet, may not be what they seem It IS likely that In the future not all
receivables Will be recovered Consequently, companres should be making prOVIsions for losses
from bad debts Conversely, liabilities, as shown by accounts payable, may also be Inaccurate
As companies begin to face the obligation to repay accumulated arrears, there IS a potential for
late payment fees or penalties Therefore, companies (including regll) which have a high volume
of accounts payable should start introdUCing provISions for losses on penaltIes and litigation

The most Immediate problem, however, IS whether the company IS generating sufficient cash to
ensure ItS continued operations In answenng thiS question, It IS necessary to look beyond the
operating results as reported In the Income Statement to the Net Cash Flow of the company By
projecting, for the near future, the level of cash that flows through the company, the management
can predict the company's cash position at every Instant In time, assess liqUidity riSks, and
prevent unpleasant moments of IlliqUidity In the case of the regie, liqUidity IS also a concern for
the judet which has an obligation to prOVide a reasonable level of Infrastructure services to the
local community Barnng any force majeure and uSing good sense In estimating the riSks, the
trend In the ending cash POSitIon can show well In advance when a liqUIdity problem might anse

How We Arrive at Net Cash Flow
The purpose of the Net Cash Flow analySIS IS to Identify the sources and uses of cash dunng the
accounting period To do thiS, the analYSiS diVides the operations of a company or regIe Into
three main activity groups that cause assets to change operations, Investments and finanCing
Beglnmng With net Income calculated on an accrual baSIS the analySIS makes a senes of
adjustments Intended to transform net Income Into cash flow The adjustments are of three
types

• Expenses not involVing cash outflows are added back, e g depreCiation, deferred taxes,
Increase In accounts payable and In accrued Interest payable,

• Cash outflows not treated as expenses are subtracted, e g Increase In Inventory,
diVidends,

• Revenues not InvolVing cash Inflows are subtracted as well, e g Increase In accounts
receivable and In accrued Interest earned, and gain on sale of property 1

1 Whatever cash IS generated by the sale of property Will appear on the cash flow statement as
proceeds from the sale of property under the heading "cash flow from fnvestments " The gain (or
loss) on the sale IS the difference between the property's seiling price and Its balance sheet value
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The first activity covered In the analysIs are the Income and expenses related to the operations of
the company or regie Most expenses Involve a corresponding outflow of cash DepreCiation,
amortization and provIsions, however, although deducted as expenses do not require the use of
cash Since they are a non-cash reduction In net Income, they are added back to adjust the cash
flow from operations The same IS true for the Increase In accounts payable (the difference IS
deducted from net ,ncome but not yet paid) and the decrease In accounts receivable (similarly,
thiS IS an Increase ,n sales for which the regie has not been paid) In addition, the Increase In
Inventory IS deducted to reflect the cash used to produce the additional Inventory ThiS part of
the analysIs looks at the trends In accounts payable and accounts receivable, as well as net cash
generated from operations

The final two parts of the analySIS then look at the Impact on net cash flow of mvestment and
fmancmg actIVIties The first Involves changes In a firm's long-term Investments In property,
plant and eqUipment These actIVIties are not reflected In the Income statement but represent a
use (or a source of) cash 2 Fmancmg actIVIties Include cash raised from debt (Inflows) and cash
outflows for the dividends paid a

when sold Because thIS gain IS already part of the hne -/+ (purchase)/sale of property, plant or
equipment, shOWing It also as part of operating actIVIties would amount to double-countIng

2 Because of little InformatIon on the changes In property plant and equIpment we assumed that
all changes come from revaluation of the assets ThiS IS a change that does not affect either the
cash flow or net Income

3 In the particular case of Romania and the regll, we have also observed the use of unearned
revenues as a way to bridge-fInance the shortfall of cash at the end of the year Similarly thIS IS
sometimes compensated by an Increase In prepaid expenses Both are a masked form of short­
term finanCing
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Table 8
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Net Cash Flow AnalysIs :::l
n

Constant 1995 Lei !
'1:J

RAJDP Bihar 1994 1995 1996 1997 1998 a
:::!:

Net Income 235,518 979,849 1,026,700 1,010,184 1,040,254 iD

Cash Flow from Operations
c..
c
Q.

Adjust Net Income to net cash provided by operating activities CD..
0

Add back DEPRECIATION, AMORTIZATION, PROVISIONS 38,148 418,463 319,264 133,499 118,002 -OJ

Adjust for change In assets and liabilities s:
0

Add back Increase In AlP and any other payable (Including accrued
..

liabilitIes and penalties) (2,776,428) 714,889 297,166 236,924 317,973
Subtract Increase In AIR and any other accrued recewable 3,230,894 (595,762) (946,017) (564,248) (775,841)
Subtract Increase In any of the INVENTORY 63,753 (337,119) (92198) (132,940) (182,793)

Net Cash Flow from Operations 791,886 1,180,320 604,915 683,417 517,595
Cash Flow from Investments

-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT

-/+ (Purchase) I sale of other INVESTMENTS

Net Cash Flow from Investments 0 0 0 0 0
Cash Flow from FinanCing

Subtract Increase In PREPAID EXPENSES 740,729 (5,849) 6,936 0 0
Add Increase In UNEARNED REVENUES 0 0 ° 0 0
Add Increase In CREDITS & LOANS 0 0 113697 (61,091) 0
Subtract DIVIDENDS pard to the owner 333,117 (489,924) (513,350) (505,092) (520127)

Net Cash Flow trom Financing 1,073,847 (495,773) (392,717) (566,183) (520,127)
Net Cash Flow tor the Period 1865,733 684,547 212,198 117,235 (2,532)

BEGINING Cash 256,090 134,748 819,295 1,031,493 1,148,727
ENDING Cash 134,748 _ 819,2~_l,O~1.493 1,148,727 _1M6,195

...
o



Financial Profile Judet of Bihar

Net Cash Flow Actual to Date
Trends m Accounts ReceIVable
The receivables of RAJDP have steadily Increased, by about a half billion lei per year

11
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Trends mAccounts Payable
Because of the Increase In accounts receivable, the workmg capItal has been largely fmanced
through a correspondmg mcrease m accounts payable A good sign, though, IS that the RAJDP
attempted to reverse thiS trend In 1996

Net Cash Flow
The net cash flow IS steadily decltmng, mainly because the regie IS trymg to diminish Its
dependence on accounts payable to fmance Its workJng capital A posItive external factor IS that
the surcharge on gasoline Increased from 5 percent to 25 percent The allocation of revenues to
the regll from thiS Increase IS expected to be performed m a clear transparent method (I e , based
on the length of all Judet roads) LIQUidity IS good with a the current ratio of over 300 percent
The regie also has reasonably good leverage with debt-to-asset ratios rangmg from 20 - 30
percent

In consldermg the regie's sensitIVIty to external factors, the greatest concern IS the relative
Increase In raw matenals Raw matenals account for 40 percent or more of total costs The
second greatest concern IS the cost of labor, which IS a Quarter of total cost, but thiS IS not
expected to mcrease In the coming year

Impact on Finances of the Judet
Table 9, below, shows the flow of funds between the Judet and RAJDP Bihar As indicated by
the figures In the table, there was a net flow from the regie to the Judet In all years ThiS IS
because the regie shows a net profit and does not receive any subSidy from the Judet The
overall Impact, however, IS small

Table 9
Flow of Funds
Judet • RAJDP

1994 1995 1996

From the Judet to RAJDP 0 0 0

State Subsidies 0 0 0

Other 0 0 0

From RAJDP to the Judet 374,763 2,929,395 1,450,347

Income and Sales Tax Revenues 257,004 2,439,471 936,997

Dlstnbutlon of Profits 117,759 489,924 513,350

Net To (From) MuPlclpallty 374,763 2;929,395 1,450,347

Net as Percent of Revenues (Expenditures) 07% 38% nla

th



1996
Code

0102
0302
0402
0502
0602
0702
0802
1702

3402

370201

APPENDIX I - DEFINITIONS

Category/Sub Category
Recurring Revenues
of whICh
Local Taxes and Fees
Shared NatIOnal Salary Tax Revenues
State Operating Subsidies

Local Taxes and Fees
of whICh
Taxes on Profits of Regll
Taxes and Fees on IndIViduals
Fees for Use of State Property
Corporate Property Tax
Corporate VehICle Fees
Tax on Revenues from Agnculture
Other Direct Taxes
Other Indirect Taxes

Shared National Tax Revenues
of whICh
Shared NatIOnal Salary Tax Revenues

State Operating SubSidies
of whICh
Subsidies for Social ASSIStance, Heating & Public Transport

Non-Recurring Revenues
of whICh
Non-Recurring Local Operating Revenues
Local Caprtal Revenues
Other Caprtal Revenues

Non-Recurring Local Operating Revenues
of whICh

15 02 Entertainment Fees
20 02 DlStnbutlOn from Profits of Regll
21 02 Revenues from Public Instrtutlons
22 02 Other Vanous Revenues
40 02 Donations

LocalCaprtalRevenues
of whICh

30 02 Proceeds from the Sale of Public Property & HOUSing
45 02 Proceeds of Short-term Loans

•

•

370202
370203
4602

Other Capdal Revenues
of which
State Capital Investment SubsidIes
Caprtal Investment SubsidIes from External Loans
Proceeds of Loans from RevolVing Funds
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Appendix II

Detailed Financial Information on the
Judet of Blhor
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Standard Data Set

Olhor
Lme Revenues· Actual at Year End 1993 1994 1995 1996

oTotal Revenues 16,409511 37419676 76,329240 0
Change In Total Revenues (current year/prevIOus year) 228 204 000

1 Local Taxes and Fees Recurrmg 2384,053 6862308 21460177 0

2 Non Recurrmg Local Operatmg Revenues 355714 869926 2,428314 0

3 Local CapItal Revenues 467353 454373 873,489 0

4 OfI1-hlch Proceeds from the sale ofpublIc property 11806 79,194 145945 0

5 Shared NatIOnal Tax Revemles 6832,091 17187897 31521,770 0

6 State Operatmg SubsIdIes 2996178 3404,682 5385601 0

7 Other CapItal Revenues 3374,122 8630030 14659889 0

8 Total Recurnng Revenues (Lllle 1+5+6) 12212322 27454887 58367548 0
Change m Recumng Revenues (current year/prevIOus year) 225 213 000

9 Total Non Recurnng Revenues (Lrlle 2+3+7) 4197189 9954329 17961692 0
16409511 37409,216 76329240 0

10 Venfy Lme 0 = Sum (Lme 8+9) OK Error OK OK

Revenues· Imtml Approved Budget 1993 1994 1995 1996

11 Total Rnenue Budget 16277 902 37894519 78743212 0

12 Local Revenues and Fees 2270377 6618761 22945293 0

13 Shared NatIOnal Tax Revenues 6836780 17229000 31653800 0

14 State Operatmg SubSIdIes 3033,700 3973000 5480900 0

15 Recurnng Revenue Budget (Line 12+13+14) 12,140857 27820761 60079993 0

-~
Data 10 thousand lei Page 1 2/28/97
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Blhor
Expenditures· Actual at Year End

16 AdnulUstratlVe Expenses General AdmmlStranon

17 Subsuhes and Transfers General Adnumstratlon

18 CapItal ExpendItures General Admtmsrranon

19 Adnumsrrattve Expenses &lucanon
20 Subsuhes and Transfers Educanon

21 CapItal ExpendItures Educatlon

22 Adnumstrarne Expenses Health

23 Subslthes and Transfers Health
24 CapItal ExpendItures Health

25 Adnumstratne Expenses Culture & Sports

26 Subsrthes and Transfers Culture &: Sports
27 CapItal ExpendItures Culture &: Spons
28 Adnumstratlve Expenses SocIal AssIStance

29 Subslthes and Transfers SOCIal AssIstance

30 Capital ExpendItures Soctal AssIStance
31 AdnulUstratne Expenses PublIC Works & Housing
32 Subsuhes and Transfers PublIC Works &: Housing

33 Capital E>:pendItures Publ,c Works &: Housrng
34 Adnumstratlve Expenses Transportatton &: CommulUcatlon

35 Subsrthes and Transfers TransportatIon &: CommULUcatlon
36 CapItal E~pendItures TransportatIon &: Commumcatron
37 Adnulllstratlve Expenses Other EconomIc ActIVItIes

38 Subslthes and Transfers Other Economtc Acnvltles

39 CapItal E-.:pendItures Other EconomIc ActivItIes
40 Adnumstratne Expenses Other ActIVItIes

41 Subsrthes and Transfers OtherActIVrtles

42 CapItal ExpendItures OtherActl\ltles

Operating Expenditures by Chapter
43 General AdmInistratIon Oper Exp (L",.16+17)

44 EducatIOn Opa Exp (Lm.19+20)

45 Health Oper Exp (Ltn.22+23)

46 Culture & Sports Oper Exp (L",.25+26)

47 Socral AssIStance Oper Exp (Lm.28+29)

48 Pltbl,c Works & Housing Oper Exp (Lm.31+32)

49 TransportatIOn & Communication Oper Exp (L",e 34+35)

50 Other EconomIc ActiVItIes Oper Exp (Lm.37+38)

51 Ocher AcCIVltles Oper Exp (Lm.40+4l)

Data In th{)u~and lei

Standard Data Set

1993
1513 922

o
83939

o
o
o

3528592
o
o

173,956
422839
42,538

450044
o

70080
1696136
2327906
3174947
1,271 861

866398
521290

o
o
o

23474
o

5540

1513 922
o

3528592
596,795
450044

4024042
2138259

o
23474

Page 2

1994
3670092

o
299081

o
o
o

8901862
o
o

260681
1098,797

42674
975596

o
256669

5112877
929,292

7,929523
3849187
2475390

925519
o
o
o

82806
o

7873

3670092

o
8901862
1359478

975596
6042169
6324577

o
82806

1995
6,772,916

o
715 028

10472 190
o
o

12846603
o
o

758359
2012,656

868647
1525284
1920426

406641
9757785
3038513

12369368
686361

7901 665
3182173

a
o
o

202863
o

84292

6772 916

10472 190
12846603
2771015
3445710

12796298
8588026

o
202863

1996
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o

o
o
o
o
o
o
o
o
o

2/28/97



Blhor

• I • ~

Standard Data Set

~

ExpendItures· Actual at Year End 1993
52 Total Operating expendItures (Lme 53+54+55) 12275 128

or which Change m Operatmg Expenditures (current year/prevIous year)
53 Total AdmmlSlrahve Expenses (Lme 16+19+22+25+28+31+34+37+40) 8 657985
54 Total SubSIdIes & Transfers (Lme 17+20+23+26+29+32+35+38+41) 3,617 143
55 Interest Payments 0

16173462 36817919 75530882
16173462 36817919 75530882

OK OK OK

1993 1994 1995

12364 895 28371799 60386542

3 911 977 9517720 18335894

56 Total CapItal expendItures (LIne 18+21+24+27+30+33+36+39+42)

57 Other Pll}ments (LIne 58+59+60)

Of whIch
58 Pnnclpal Repayments
59 Set ASIde for Reserves
60 D,stnbutlOn ofSurplus

61 Total Annual Debt ServIce (Pnnclpal+lnterest Payments)

62 Total ExpendItures

63 Venfy Lme 62 =Sum (Lme 52+56+57)

ExpendItures· lmtlal Approved Budget

64 Operatmg Expenditure Budget

65 Capital Expendllllre Budget

Other Non Fmanclal Data

3898334

o

o
o
o

o

1994 1995
27356580 57895763

223 212
22853101 43022361
4503479 14873260

0 142

9461339 17626149

0 8970

0 8970
0 0
0 0

0 9 1I2

1996
0

000
0
0
0

0

0

0
0
0

0

0
0

OK

1996

0

0

~..-

66 Total Local Government Employees (MunicIpal or Judet)

67 Total PopulatIOn (Mumclpalrl) or Judet)

68 Year to Year InflatIOn

69 Deflator (Bare Year = 1995)

Data In thousand leI

o

633629

2960%

208

Page 3

o

633629

627%

128

o

633629

278%

100

165

633629

569%

064

212'1,/97



Indicators

Blhor
Fmancl3l Performance Indicators 1993 1994 1995 1996
Key Revenue Indicators

1 Recurrmg Revenues/Total Revenues 074 073 076 #DIV/O'
2 Shared NatIOnal Tax RevenueslRecurrmg Revenues 056 063 054 #DIV/O'
3 State Operatmg Subsldles/Recurrmg Revenues 025 012 009 #DIV/O'
4 Local Taxes &FeeslRecurrmg Revenues 020 025 037 #DIV/O'
5 Proceeds from Asset Sales/Total Revenues 000 000 000 #DIV/O'

Key Expenditure Indicators
6 Total Expenditures Per Capita (1000 leI) 2553 5811 11920 000
7 Operatmg Expenditures Per Capita (1000 lei) 1937 43 17 9137 000
8 Operatmg Expendltures/Total Expenditures 076 074 077 #DIV/O'
9 Capital Expendltures/Total Expenditures 024 026 023 #DIV/O'

Key Indicators ofNet Results
10 Total ExpendltureslTotal Revenues 099 098 099 #DIV/O'
11 Operatmg Expendltures/Recurrmg Revenues I 01 100 099 #DIV/O'
12 Recurrmg Surplus/Shared NatIOnal Tax Revenues -001 001 001 #DIV/O'
13 Recurrmg Surplus/Local Taxes & Fees -003 001 002 #DIV/O'

Kev Actual to Budget Perfonnance Indicators
14 Actual Revenues/lmtlal Revenue Budget 101 099 097 #DIV/O'
15 Actual Recurrmg Revenues/lmtlal Recurrmg Revenue Budget 101 099 097 #DIV/O'
16 Actual Local Taxes and Fees/Local Taxes and Fees Budget 105 104 094 #DIV/O'
17 Actual Shared NatIOnal Tax Revenues/NatIOnal Tax Budget 100 100 100 #DIV/O'
18 Actual Expendltures/lmtlal Expenditure Budget 099 097 096 #DIV/O'
19 Actual Operatmg Expenditures/Initial Operatmg Expenditure Budget 099 096 096 #DIV/O'
20 Actual Capital Expenditures/Initial Capital Expenditure Budget 100 099 096 #DIV/O'

~,

Data III thousand leI Page 4 2/28/97
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Indicators

Rlhor
Key Relatne Performance IndIcators 1993 1994 1995 1996

21 Change In Recurring Revenues /Change In Total Revenues n/a 099 104 #DIY/O'
22 Change In Operatmg ExpendItures/Change In Recumng Revenues n/a 099 100 #DIY/O'

Key Debt Servrce IndIcators
23 - Total Annual Debt Servlce/Recumng Revenues 000 000 000 #DIY/O'
24 Interest Payments/Recumng Revenues 000 000 000 #DIY/O'
25 Total Annual Debt Servlce/Recumng Surplus before Interest Payments 000 000 002 #DIY/O'
26 Max Future Debt Semce/Recumng Surplus before Interest Payments -24732 15801 000 #DIY/O'

Operating ExpendIture IndIcators by Chapter (1000 leI)
27 - General AdminIstratIOn Expenditures/Per CapIta 239 579 1069 000
28 - EducatIOn ExpendItures/Per CapIta 000 000 1653 000
29 Health Expenditures/Per CapIta 557 1405 2027 000
30 Culture & Sports Expenditures/Per Capua 094 215 437 000
31 Social ASSIStance Expenditures/Per CapIta 071 154 544 000
32 - Public Works & HOUSing ExpendltureslPer CapIta 635 954 2020 000
33 TransportatIOn Expenditures/Per Capita 337 998 1355 000
34 Other EconomIc ExpendItures/Per CapIta 000 000 000 000
35 Other Expenditures/Per Capita 004 013 032 000

Operating Expenditure IndIcators by Chapter (Constant 1995. 1000 Lei) 1993 1994 1995 1996
36 General AdminIstratIOn ExpendItures/Per CapIta 497 740 1069 000
37 EducatIOn Expenditures/Per Capita 000 000 1653 000
38 Health Expenditures/Per Capita 1158 1795 2027 000
39 Culture & Sports ExpendItures/Per CapIta 196 274 437 000
40 SOCial ASSistance Expendltures/Per Caplta 148 197 544 000
41 Public Works & HOUSing Expenduures/Per Caplta 13 21 1219 2020 000
42 TransportatIOn ExpendItures/Per Capita 702 1276 1355 000
43 Other EconomIc Expenditures/Per CapIta 000 000 000 000
44 Other Expenditures/Per CapIta 008 017 032 000

~

Data In thousand lei PageS 2/28/97



Indicators

Blhor

Actual Net Operatmg Results 1993 1994 1995 1996
Recurring Revenues Total 12,212,322 27,454,887 58,367,548 0
Of which

Local Taxes and Fees 2,384,053 6,862,308 21,460,177 0
- Shared Nallonal Tax Revenues 6,832,091 17,187,897 31,521,770 0
- State Operatmg Subsidies 2,996,178 3,404,682 5,385,601 0

Operating Expenditures Total 12,275,128 27,356,580 57,895,763 0
Of which
- General Admmlstratwn 1,513,922 3,670,092 6,772,916 0

EducatIOn 0 0 10,472,190 0
- Health 3,528,592 8,901,862 12,846,603 0

Culture & f)ports 596,795 1,359,478 2,771,015 0
- SOCial Assistance 450,044 975,596 3,445,710 0
- PublIC Works & HOl/smg 4,024,042 6,042,169 12,796,298 0
- TransportatIOn & CommUnlcatwn 2,138,259 6,324,577 8,588,026 0

Other EconomIC ActIVItIes 0 0 0 0
Other Actnllles 23,474 82,806 202,863 0

Interest Payment~ 0 0 142 0

Recurring Surplus (Deficit) (62,806) 98,307 471,785 0

Non-recurring Operating Revenues Total 355,714 869,926 2,428,314 0
OfwhKh

Non recurring Local Operatmg Revenues 355,714 869,926 2,428,314 0

Net Operating Surplus (Deficit) 292,908 968,233 2,900,099 0

~
Data 10 thousand leI Page 6 2/28/97
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Indicators

Blhor
1993 1994 1995 1996

Capital Revenues Total 3,841,475 9,084,403 15,533,378 0
Of which
- Local Capital Revenues 467,353 454,373 873,489 0

State Capital SubSIdIes 3,374,122 8,630,030 14,659,889 0

Total Funds Available for Investments 4,134,383 10,052,636 18,433,477 0

Capital Expenditures Total by Chapter 3,898,334 9,461,339 17,626,149 0
General AdminIStratIOn 83,939 299,081 715,028 0
EducatIOn 0 0 0 0

- Health 0 0 0 0
Culture & Sports 42,538 42,674 868,647 0

- Socral AssIstance 70,080 256,669 406,641 0
PublIc Works & HOIlsmg 3,174,947 7,929,523 12,369,368 0
TransportatIOn & CommunlcatlOn 521,290 925,519 3,182,173 0
Other EconomIc ActIvitIes 0 0 0 0

- Other Actnltles 5,540 7,873 84,292 0

Overall Surplus (Deficit) 236,049 591,297 807,328 0

Minus Other Payments Total 0 0 8,970 0
Of whIch
Prmclpal Repayments 0 0 8,970 0
Set ASide for Resenes 0 0 0 0
DistributIOn ofSurplus 0 0 0 0

Venfy Overall Surplus (DeficIt) mmus Other Payments = 0 Error Error Error OK

'\
Data 10 thousand leI Page 7 2/28/97



Indicators

Blhor
Actual Net Operahng Results· Constant 1995 lei 1993 1994 1995 1996
Recurring Revenues Total 25,393,154 35,087,346 58,367,548 0
Ofwhtch

Local Taxes and Fees 4,957,176 8,770,030 21,460,177 0
Shared NatIOnal Tax Re~enues 14,206,008 21,966,132 31,521,170 0
State Operatmg SubsIdIes 6,229,971 4,351,184 5,385,601 0

Operating Expenditures Total 25,523,747 34,961,709 57,895,763 0
OfwlllCh
- General AdministratIOn 3,147,907 4,690,378 6,772,916 0
- EducatIOn 0 0 10,472,190 0
- Health 7,337,023 11,376,580 12,846,603 0
- ClIlture & Sports 1,240,919 1,737,413 2,771,015 0
- SOCial Assistance 935,779 1,246,812 3,445,710 0
- PublIC Works & HOl/smg 8,367,215 7,721,892 12,796,298 0

TransportatIOn & CommunicatIOn 4,446,095 8,082,809 8,588.026 0
Other EconomIc Actlvllles 0 0 0 0
Other Actnltles 48,810 105,826 202,863 0

Ifllerest Pa)ments 0 0 142 0

Recurring Surplus (Dencit) (130,593) 125,636 471,785 0

Non recurring Operating Revenues Total 739,638 1,1 II ,765 2,428,314 0
Of whIch

Non leclIrnng Local Operatmg Revenues 739,638 1,111,765 2,428,314 0

Net Operating ~urplus (Denclt) 609,045 1,237,402 2,900,099 0

tJr
Data In thou'iand leI Page 8 2/28/97
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Indicators

Blhor
1993 1994 1995 1996

Capital Revenues Total 7,987,602 11,609,867 15,533,378 0
Ofwblch
- Local CapItal Revenues 971,770 580,689 873,489 0
- State Capital SubsIdIes 7,015,832 ll,029,178 14,659,889 0

Total Funds Available for Investments 8,596,647 12,847,269 18,433,477 0

Capital Expenditures Total by Chapter 8,105,829 12,091,591 17,626,149 0
General AdminIstratIOn 174,535 382,226 715,028 0
EducatIOn 0 0 0 0
Health 0 0 0 0
Culture & Sports 88,450 54,537 868,647 0
SOCial Assistance 145,718 328,023 406,641 0
PubliC Works &HOllSlng 6,601,686 10,133,930 12,369,368 0

- TransportatIOn & CommunicatIOn 1,083,921 1,182,813 3,182,173 0
Other EconomIc Activities 0 0 0 0
Other ActlHtres 11,519 10,062 84,292 0

Overall Surplus (Deficit) 490,818 755,678 807,328 0

~..

Data m thousand leI Page 9 2/28/97
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Net Cash Flow AnalysIs
Constant 1995 Lei

RAJDP Bihar 1994 1995 1996 1997 1998

Net Income
235,518 979,849 1,026,700 1,010,184 1,040,254

Cash Flow from Qperattons

Adjust Net Income to net cash provided by operating activities
Add back DEPRECIATION, AMORTIZATION, PROVISIONS 38,148 418463 319,264 133,499 118,002

Adjust for change In assets and liabilities
Add back Increase In AlP and any other payable (Including accrued

liabilities and penalties) (2,776,428) 714,889 297,166 236,924 317973

Subtract Increase In AIR and any other accrued receivable 3230,894 (595,762) (946,017) (564,248) (775,841)

Subtract Increase In any of the INVENTORY 63,753 (337,119) (92,198) (132,940) (182793)
Net Cash Flow from Operations 791,886 1,180,320 604,915 683,417 517,595

Cash Flow from Investments
-1+ (Purchase) 1sales of PROPERTY, PLANT AND EQUIPMENT
-1+ (Purchase) 1sale of other INVESTMENTS

Net Cash Flow from Investments 0 0 0 0 0

Cash Flow from Fmancmg
Subtract Increase In PREPAID EXPENSES 740,729 (5,849) 6,936 0 0
Add Increase In UNEARNED REVENUES 0 0 0 0 0
Add Increase In CREDITS & LOANS 0 0 113,697 (61,091) 0
Subtract DIVIDENDS paid to the owner 333,117 (489,924) (513,350) (505,092) (520,127)

Net Cash Flow from Financing 1,073,847 (495,773) (392,717) (566,183) (520,127)

Net Cash Flow for the Period 1,865,733 684,547 212,198 117,235 (2,532)
BEGINING Cash 256,090 134,748 819,295 1,031,493 1,148,727
ENDING Cash 134,748 819,295 1,031,493 1,148,727 1,146,195

1) Trends are calculated at the total level

2) The company drastically reduced Ale Pay In 1996 w/out any offsetting by reducing AlC Rec
Main AlC Rec are from the Judet CounCil

~
Data In thousand lei 1 3/7/97
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Data In thousand lei

Profit and Loss

TOTAL 1994 TOTAL1995 TOTALI996 TOTAL1997 TOTALl998 I
FINANCIAL RESULTS RAJDP Blhor 134 100 067 036 033

1 Revenues from goods (merchandIse) sold B38 35509 14878 25193 20782

2 Revenues from Core Actlvlly 2100777 10548315 8529492 9538903 9671' 716

3 Tumover 2101614 10583823 8544369 9564096 969~497

4 or <5> Inventories evaluated 110467 353101 176550 300810

6 Assets in Process evaluated 169871 84936 144 715

7 Total Production 2211.244 10548315 9052464 9800389 10120,241

8 Subvenllons tor Core Activity

9 Other Revenues 523 24158 8080 16119 12399

10 Rev lrom Provisions for Core Activity

11 Tolal Revenues Core Activity 2212604 10607981 9075421 9841701 10153 421

12 Mermanldlse 390 23821 8616 16118 12733

13 Raw Malerials 685781 2628698 2847105 3552596 3859893

14 Consumables 249503 1196421 1058 553

15 Energy and Water 13249 58080 45717

16 Other Materials 1810 24424 35660

17 Total Materials 950343 3907623 3987035 3947329 4288 no

18 OtherCosts 254266 1198.243 1065534 1131888 1181318

19 Taxes 21232 1015832 235414 625623 432483

20 Personnel 472668 2030405 1723981 1764676 1816320

21 Labor Burden 159425 696580 590967 756.290 778423

22 Total Personnel 632093 2726985 2314948 2520966 2594 744

23 Other Operational Costs 18 4 11 7

24 Oepreclallon for COR! activity 38148 418463 319.264 133499 118002

25 TOlal Coala for Core ActIvity 1896473 9290785 7930814 8375434 8628057

26 or <2.7> Profll or <Loaa> Core Activity 316131 1317196 1144 607 1466.267 1525364

34 Tolal Flnllnelal Revenues 548 24478 22950 23714 25140

38 Interest Expense 24123
40 Amortization I Provisions lor Losses

41 Totlll Flnllncllli Cosla 24123 12061 20551

42 or <43> Prom or <Loss> Fln.nela' ActivIty 548 24478 (1173) 11652 4590

44 or <45> Currenl Pro," or <Loss> 316131 1341674 1143435 14n919 1529954

46 Extraordlnsry Revenues 919 31116 8309 13940 7718

account 671 + 672 Extraordlna'Y COSls I 5186 40n 14427

ale 687 AmortIsatIon I ProvISions for Ex Losses

47 ExtraordInary Cosls Total 5186 40n 14427 6295 7887

48 or <49> ExtraordInary Profit or <Loss> (4267) 27039 (6117) 7645 (169

52 or <53> Gross Proflt or <Loss> 311865 1368713 1137318 1485564 1529785

54 Income Tax 76347 727059 110617 475381 489531
55 PrepaId Tax

56 or <57> Net Prollt or <Loss> 235518 979849 1026700 1010184 1040,254

2 3f7197
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Fmanclal Ratios

RAJDP Blhor 1994 1995 1996 1997 1998

Vulnerability 1)
Subsidies cover of CF from
Operations 2) 00% 00% 00% 00% 00%

Subsidies cover of Payroll 2) 00% 00% 00% 00% 00%

w/out labor burden 2) 00% 00% 00% 00% 00%

Net CF from Ops as % of Payroll 1253% 433% 261% 271% 199%

w/out labor burden 1675% 581% 351% 271% 199%

Net CF from Ops as % of Raw
Materlals+ Consumables 1155% 309% 155% 192% 134%

Profitability
* Operating Profit Margin 143% 124% 126% 149% 162%

* Gross Margin 141% 129% 125% 151% 151%

Leverage
* debt to assets 02% 11 1% 348% 265% 307%

w/out AlC Rec 02% 253% 460% 375% 486%

* debt to revenues ( core actlv) 157% 108% 225% 123% 164%

w/out subsidies 2) 157% 108% 225% 123% 164%

* net CF % of TOTAL LIABILITIES 14372% 702% 70% 35% 227%

liqUidity
* current ratio 3048% 1984% 3112% 3812% 3681%

Turns (days) 360
* collection period 29 29 60 50 74
* days sales In cash 86 24 41 41 41
* payable period 15 4 36 27 36

Others

* raw materials % of total costs 00% 412% 492% 424% 447%

• sal % of total costs 249% 219% 217% 301% 30 1%
* Subsidies % of total costs 2) 00% 00% 00% 00% 00%
* Subsidies % of turnover 2) 00% 00% 00% 00% 00%

3 3/25/97
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Introduction
USAID and the EBRD have been cooperating with the Government of Romama In the early
development of a work plan to assist In creating a MUniCipal Credit FacIlity (MCF) that would lend
to general purpose local governments (judets and mUnicipalities), as well as local service
enterpnses (reglJ) to finance Investments In Infrastructure The Initial phase of that work plan
Involves an assessment of the eXisting legal and policy framework as It affects the stability of
Intergovernmental transfers and the abIlity of local governments to manage their own finances
and to borrow It also Includes an analysIs of the current financial condition of general purpose
local governments In four urban regions to assess the credit worthiness of mUnicipalities and
judets, as potential borrowers from the MCF

ThiS FinanCial Profile of the MUniCipality of Oradea was prepared as part of a broader analysIs of
the financial condition and financial management capacity of a mUnicipality and a judet In each of
four urban regions In Romama (Bihar, Constanta, Dambovlta and Maramure~), as well as that of
the corresponding reg" that provide water, waste water, transport, solid waste and heating
services In those regions The analysIs will contnbute to an understanding of the Issues that
might constrain the participation of mUniCipalities In the MCF

The fIrst part of the analysIs looks at the finanCial conditIOn of the Munrclpallty of Oradea, based
on the actual results for the penod from 1993 to 1995 It also attempts to look at the future
finanCial condition of Oradea through the year 2001, although such projections should be
considered as Illustrative given the current state of flux of laws and regulations governing local
government finances In Romama The second part of the analysIs looks at the finanCial
management practices of the munrclpallty The final part of the analysIs looks at the financial
condition of the reg" that proVide local Infrastructure services In Oradea

A FINANCIAL ANALYSIS

Overall Results
The overall finanCial results of the Municipality of Oradea for the penod from 1993 to 1995, as
shown In Table 1, are reasonably stable The overall defiCit In 1995 IS too small to be of concern

However, these results by themselves reveal little else about the finances of the MUniCipality of
Oradea The follOWing sections of thiS FinanCial Profile Will attempt to proVide greater inSights
Into the finanCial condition of the MUniCipality

Table 1
Overall Results

(Thousands of Lei)

1993 1994 1995

Total Revenues 7,527,227 18,210,235 34,009,361

Total ExpendItures 7,503,544 18,031,980 34,009,421

Overall SurplUS (Deficit) 23,683 178,255 (60)
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Net Operatmg Results
This sectIon of the analysIs looks at net operatIng results This IS dIfferent than the overall
surplus or deficIt, shown above, which Judets and mUnicipalIties currently calculate That
analysIs looks at the difference between all revenues and all expenditures Net operating results
look only at the dIfference between non-Investment (or operating) expenditures and non-capital
(or operatIng) revenues

The calculation uses the standard Income and expense data reported by Judets and
mUniCIpalities In Annexes 12 and 14 of their quarterly and annual financial statements These
forms Include all revenues and expenditures by line Item for any given year, including budget and
actual information The calculation of the net operating results first reqUires Identifying and
claSSifying those expendItures related to the cost of admlnlstenng the MUniCipalIty or of prOViding
local services ThiS Includes as well any SubSidIes or transfers to other organizations, such as
the regll, to pay for similar costs These are the operatmg expenditures of the MUniCipality The
second step IS to Isolate those revenues that are available on a continuing baSIS to pay for
operating expenditures These operatmg revenues Include all local taxes and fees, shared
national tax revenues and any operating SubSidies prOVided by the state They do not Include
non-fiscal revenues, such as the proceeds of loans or of the sale of assets, or those revenues
proVided by the state speCifically to pay for Investments AppendiX 1 explains the calculation of
operating expenditures and revenues uSing the data available In Annexes 12 and 14 of the
standard financial reports

The net operating results of the MUniCipalIty are determined by sUbtractIng ItS total operating
expenditures from Its total operating revenues ThiS will produce

• A net operatIng surplus when recurnng revenues are greater than operating
expenditures

• A net operatIng deficit when operating expenditures are greater than recurring
revenues

ThiS IS a Significant result Should the MUniCipality want to enter Into a loan or Issue bonds, the
operating surplus will be the amount available to pay the maturing princIpal and Interest
payments on the debt It WIll largely determine the maximum amount the MUnIclpalrty can
borrow A MUniCipalIty that has a current net operatIng deficIt has no free operating revenues
avaIlable for debt service It should not conSider entering Into any new loans until It has taken
steps to Identify and address the causes of the problem

The net operating results of the MUniCipality of Oradea for the penod from 1993 to 1995 show
continuous flux, with a surplUS In 1994 and small deficits In 1993 and 1995

An analysIs of the net operating results In constant 1995 lei, as shown In Table 2, below, reveals
that the net operating deficit was the same In 1995 as In 1993 Both operating revenues and
expendItures grew by almost 50% In real terms between 1994 and 1995 The defiCit recorded In

1996 IS not necessarily of concern, unless the patter were to continue In future years
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Table 2
Net Operating Results

Constant 1995 Lei - Thousands

1993 1994 1995

Operating Revenues 12,151,949 16,887,887 24,907,272

Operating Expenditures 12,244,719 16,723,429 24,999,652

Operating Surplus (DefiCit) (92,770) 164,458 (92,380)

Revenue Trends
This section of the analysIs looks at how the revenues of the MUniCipality of Oradea have
changed over the penod from 1993 to 1995 As shown In Table 3, below, revenues have
doubled In real terms, with the greatest Increase In local taxes and fees Shared national tax
revenues doubled, state capital SubSidies tripled while the state operating subsidies and own
capital revenues decreased

Table 3
Value of Revenues

Constant 1995 Lei - Thousands

1993 1994 1995

Local Taxes & Fees 3,097,024 3,939,835 11,236,717

Shared National Taxes 4,422,823 9,554,405 9,515,872

State Operating SubSidies 4,632,101 3,393,647 4,154,683

Total Operating Revenues 12,151,948 16,887,887 24,907,272

Own Capital Revenues 677,760 296,966 447,077

State Capital SubSidies 2,821,699 6,087,827 8,655,012

Total Capital Revenues 3,499,459 6,384,793 9,102,089

Total Revenues 15,651,407 23,272,680 34,009,361

Dunng the same penod, as shown In Table 4, below, the compOSItion of the operating revenues
of the MUniCipality of Oradea, that IS, those revenues that are most cntlcal to an evaluation of the
borroWing capacity of the MUniCipality, has changed conSiderably Local taxes and fees now
constitute 45% of the operating revenues, replaCing state SubSidies as the most Important
category
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Table 4
Composition of Operating Revenues

Percent of Total

1993 1994 1995

Local Taxes & Fees 2549% 2333% 4511%

Shared National Taxes 3640% 5658% 3821%

State Operating SUbSidies 3812% 2010% 1668%

Expenditure Trends
This section of the analysIs looks at how the expenditures of the MUnicipality of Oradea have
evolved over the penod from 1993 to 1995 As shown m Table 5, below, the volume of
expenditures m constant 1995 lei has Increased significantly m health and pUblic works, which
continue to be the Municipality's largest operating expenditures Education, which IS the third
largest category, was only mtroduced m 1995, as was culture The need to absord these new
reponslbillties probably explams the small operating deficit recorded In 1995

Table 5
Per Capita Operating Expenditures

by Chapter
Constant 1995 Lei - Thousands

Chapter 1993 1994 1995

General Administration 201 287 571

Education 000 000 1966

Health 21 14 3558 3795

Culture and Art 000 000 054

Social ASSistance 030 1 17 271

PubJrc Works and HOUSing 2370 1799 31 94

Transportation and Communication 8 12 1776 1450

Other Economic ActIVIties 000 000 000

Other ActIVIties 000 000 000

Debt
The MUniCipality of Oradea has not borrowed

The MUniCipality IS consldenng two loans, however, In the future One of these would be a loan
of $20 million to bUild a beltway around the Munrclpallty



Financial Profile Municipality of Oradea 5

PrOjections
Table 6 shows the future net operating results for the MUniCipality of Oradea as projected to the
year 2001, based on current revenue and expenditure trends That table shows that the
MUnicIpality wIll contInue to have small deficits If the MuniCIpality wants to borrow, It WIll have to
control Its operating expenditures, particularly In health and public works
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Table 6 IfProjections
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Oradea

m
Actual and ProJected Cash Flow

Current Trends· Constant 1995 Lei 1993 1994 1995 1996 1997 1998 1999 2000 2001

Recurring Revenues Total 11751063 16117 613 23904009 29 410 508 35486981 41563454 47639927 53716401 59792874

Of whIch 0-Local Taxes and Fees 2696138 3169561 10233454 12903700 16672358 20441016 24209674 27978332 31746989 0..
Shared National Tax Revenues 4422823 9554405 9515872 12924082 15470607 18017 131 20563655 23110180 25656704 1\1

a.
State Operating Subsidies 4632101 3393647 4154683 3582726 3344017 3105307 2866598 2627889 2389180 C1l

III

Operating Expenditures Total 12244 719 16723429 24999652 30744200 37121666 43499132 49876599 56254065 62631532

Of whIch

General Administration 445516 637335 1262991 1599422 2008159 2416897 2825634 3234372 3643109

EducatIon 0 0 4349525 5799367 7974129 10148892 12323664 14498417 16673179

Health 4683797 7894367 8394726 10701892 12657357 14412822 16268286 18123751 19979215

Culture & Sports 0 0 120320 160427 220687 280747 340907 401067 461227

SOCIal ASSIstance 66538 259048 598899 840523 1106703 1372884 1639065 1905245 2171 426

Publtc Works & HOUSIng 6250300 3991762 7066033 7251762 8159628 9067495 9975362 10883228 11 791 095

Transportation & Communication 1798569 3940926 3207158 4390807 5095102 5799397 6503691 7207986 7912281

Other EconomIc ActIVItIes 0 0 0 0 0 0 0 0 0

Other ActIVItIes 0 0 0 0 0 0 0 0 0

Interest Payments 0 0 0 0 0 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Surplus (Deficit) (493656) (605815) (1095643) (1333692) (1634685) (1 935678) (2236672) (2537665) (2838658)

Non recurring Operating Revenues Total 400886 770274 1003263 1327186 1628373 1929561 2230760 2531938 2833127
O/whlch

Non recurrmg Local Operatmg Revenues 400886 770274 1003263 1327185 1628373 1929561 2230750 2531938 2833127

Net Operating Surplus (Deficit) (92770) 164458 (92380) (6507) (6312) (6117) (5922) (5726) (5531)

I
01
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B FINANCIAL MANAGEMENT PRACTICES

7

BudgetIng for ExpendItures
The mUnicIpality receIves bUdget proposals from the subordinate organlzatrons (by chapter, such
as health) and determines If they are reasonable These proposals are to be prepared by the
DIrector of the organization according to the procedures set up by VISiting USAID consultant Phil
Rosenburg (leMA) approximately a year and a half ago To determine If the operating
expenditures are reasonable, the mUnicIpality's Economic Department looks at what the
organization consumed last year, In terms of matenals and personnel They then apply an
Inflation rate (for that sector) to these same amounts and come up With a monetary figure that
they expect the organization needs for the coming year In other words, the subordinate
organizations are usually allocated constant operating expenditures In real terms

A subordinate organization must document the need for extraordinary or Investment expenses In

ItS bUdget request The mUnicipality then pnontlzes the Investment or capital repair needs for all
sectors, gIVIng preference to projects already begun Repeat requests which were not granted
the prevIous year are also given preference The mUnicIpality fulfills as many of these requests
as the bUdget allows

Each month, the subordmate organization must come to the mUnicipality to receive the funds It
needs for the coming month The amount IS not necessanly one twelfth of the total amount, as
certain expenditures have a non-continuous or seasonal nature The other reason that the
amounts may not be equal each month IS that the mUnicIpality must adjust Its expenditure bUdget
approximately once a year

BudgetIng for Revenues
Notanal fees and stamp dutIes

Fees for use of state-owned land

Corporate property tax

ThIS IS estImated based on receipts of the prevIous years
The mUnicipality expects thIS category will grow as more
people reqUIre these services

These are determined by the number of square meters
used by a company (as reported In Its Income statement)
As a percent of the total budget, these revenues are
decreaSing because of the transfer of mUnicipal property

In Its Income statement, a company declares the number of
square meters of land It owns and the total value of ItS
bUildings Note that for the property tax and the fees for
use of state-owned land, the estimated value of the land
depends on the zone In which the land IS located

For the taxes With the most revenue-generating potential, the mUnicipality does not have the
ability to alter the tax rate In the opinion of the Economic DIrector, the greatest taxing potential
eXists In the property taxes on corporations and IndiViduals and the vehicle fees on corporations
and indiVIduals

There are several explanations for Why the mUnicipality's estimates of tax revenues might be
wrong For example, In 1995 the corporate property tax rate decreased from 1 5% to 1% of total
value In 1996, the mUnicipality estimated to have land conceSSions, but did not have any
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In 1996, the Finance Administration estimated about 10 billion lei In local revenues The
mUnicipality's estimate of 13 billion lei was closer to the actual amount - 12 4 billion lei

8

The mUnicipality does not exactly estimate what It Will receive In terms of national transfers and
SubSidies Rather, It estimates Its needs based on ItS expenditures and hopes to receive what It
needs to cover ItS expenditures

In theory, the muniCipality can mOnitor the level of revenues and expenditures compared to the
bUdgeted amounts by checking the financial reports sent almost dally from the Finance
Administration In fact, the Economic Director does not become closely Involved In revenue
bUdgeting, mOnltonng or recording The Economic Director does monrtor expenditures through
the records of the mUnicipality's accountmg department

C PROVISION OF INFRASTRUCTURE SERVICES

Orgamzatlons ResponSible for Local Services
For the MuniCipality of Oradea Infrastructure services are proVided by several local regll
autonomes and commercial companies

The follOWing services are provided by the "RA de Gospodane comunala locala," the regie for
public works, (RAGCL Oradea)
• Water and waste water, together with
• Heating
• HOUSing and others

The "RA de transport local," (RAOTL Oradea) IS responSible for local mass transit

The "RA de Plete, agrement Sl strandun," (RAPAS Oradea) IS the regie for markets, parks,
sWimming-pools and spas

In addition, other services are performed by commercial companies The "Companla de
gospodane comunala," a JOInt venture signed among RWE (a German company), RAPAS and
the City CounCil, IS responSible for the street cleaning and some garbage collectIOn (a small
share of the households) "Urbana," a second pnvate company performs garbage collection and
disposal based on direct contracts with their clients "SC de drum orasenesc" IS the commercial
company for maintaining City streets

The follOWing diSCUSSion describes the finanCial histOries of the first two regll which have pUblic
utility responSibilities The penod covered beginS In 1994, when the regll began operating under
their present structures The finanCial history for the RAPAS IS not presented In the text, but
tables for all three regll are found In AppendiX III

Net Profit (LOss)
The net Income of RAGCL, as shown In Table 7A, below, has followed a steady positive trend
The operating results have Improved from a loss of 131 8 million lei In 1994 to an estimated gain
of 942 7 million Lei In 1996, expressed In constant 1995 LeI It IS expected that 1997 Will
produce a profit of 1 8 billion lei If present conditions remain the same The growing operating
profit margin shows that the regie IS capable of performing Its core actiVity and earning a modest
profit The gross margin, though, shows that they have problems In covenng their overhead
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Table 7A- RAGCL
Net Profit (Loss)

Constant 1995 Lei • Thousands

1994 1995 1996 (E) 1997 (P)

Operating Revenues 31,441,843 39,668,318 39,158,424 38,934,913

Operating Costs 30,963,405 39,420,860 37,793,884 36,328,406

Operating Profit (Loss) 478,438 247,458 1,364,540 2,606,507

Operating Profit (Loss) Margin 15% 06% 35% 67%

Other Revenues 189,925 299,283 320,482 236560

Other Costs 800,137 384,632 164,572 243,365

Gross Profit (Loss) (131,774) 162,109 1,520,450 2,599,702

Profit/Payroll Taxes Paid a 61,602 577,771 831,905

Net Profit (Loss) (131,774) 100,507 942,679 1,767,797

The net Income of RAOTL shows a negative trend Expressed In constant 1995 lei, the Income
went from a profit of 266 5 million leI In 1995 to an estimated loss of 71 1 million leI In 1996 As
shown In 7B, below, It IS expected that for 1997 the regie will lose over 1 billion lei The reSUlts of
operations have been negative In every year except 1995 ThiS suggest that the regia has
problems In performing ItS the core activity on a finanCially sound baSIS

Table 78 - RAOTL
Net Profit (Loss)

Constant 1995 Lei • Thousands

1994 1995 1996 (E) 1997 (P)

Operating Revenues 11,206,173 13,650,128 2,393,106 5,329,500

Operating Costs 11,575,664 13,407,584 2,848,331 7,836581

Operating Profit (Loss) (369,491) 242,544 (455,225) (2,507,081)

Operating Profit (Loss) Margin (3 3)% 18% (190)% (470)%

Other Revenues 179,800 381,985 56901 162166

Other Costs 115,807 289,703 41260 117,753

Gross Profit (Loss) (305,498) 334,826 (439584) (2,462668)

Profit/Payroll Taxes Paid 0 68,343 (368,499) (788054)

Net Profit (Loss) (305,498) 266,483 (71,085) (1,674,614)
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Although the operating results provide Important information about the finances of the regll, they
may not provide a complete understanding of their overall financial condition The following
analysIs will attempt to prOVide additional insights

Net Cash Flow AnalysIs
The Income Statement and the Balance Sheet of a local regie or commerCial company that
prOVides essential Infrastructure services to a community present valuable Information both to
the managers and to the Local CounCils and other mterested parties such as Investors and
creditors Yet, It IS Important to look beyond the results reported In the Income Statement and
Balance Sheet at other results that can be calculated usmg the mformatlon available m those
statements

Under the present conditions In the Romanian economy, It IS not unusual to find commerCial
companies, Includmg many local regJl, with high levels of both accounts receivable and accounts
payable A growing inability to collect payments owed by chents for services proVided, reflected
In the Increase In accounts receivable, poses a potential threat to the liqUidity of many
companies, Including some of the regll By and large, companies have tned to offset the loss of
cash Implicit In the mcrease In accounts receivable by a corresponding Increase In accounts
payable The Situation often IS descnbed as one of "finanCial blockage" - no-one pays anyone
else ThiS Involves senous nsks It IS not sustainable over time What mIght happen, for
example, If a large creditor (such as RENEL) demands payment of accumulated bills? In the
absence of a compensating reductIOn In receivables (an Increase In the collectIon from ItS
debtors), the commerCial company or regie would face a serious cash problem that might Impair
Its ability to continue to operate normally

The eXisting situation of "finanCial blockage" distorts the picture of the financIal conditIOn of a
company or regie, as shown In Its fmanclal statements Assets, as shown by accounts
receivable In the balance sheet, may not be what they seem It IS likely that In the future not all
receivables Will be recovered Consequently, companres should be makmg provISions for losses
from bad debts Conversely, liabilities, as shown by accounts payable, may also be Inaccurate
As companres begin to face the obligation to repay accumulated arrears, there IS a potential for
late payment fees or penalties Therefore, compames (including regJl) which have a high volume
of accounts payable should start introdUCing prOVISions for losses on penalties and litigation
The most Immediate problem, however, IS whether the company IS generating sufficient cash to
ensure ItS continued operations In answenng thiS questIOn, It IS necessary to look beyond the
operatrng results as reported rn the Income Statement to the Net Cash Flow of the company By
proJecting, for the near future, the level of cash that flows through the company, the management
can predict the company's cash pOSitIOn at every rnstant 10 time, assess liqUidity riSks, and
prevent unpleasant moments of illiqUidity In the case of the regie, liqUidity IS also a concern for
the mUniCipality which has an obligation to proVide a reasonable level of Infrastructure services to
the local commumty Barring any force majeure and uSing good sense In estImating the nsks,
the trend In the endrng cash posItIOn can show well In advance when a liqUidity problem might
anse

How We Amve at Net Cash Flow
The purpose of the net cash flow analySIS IS to Identify the sources and uses of cash durrng the
accounting penod To do thiS, the analySIS dIVIdes the operatIons of a company or regie Into
three maIO actiVity groups that cause assets to change operations, Investments and finanCIng
Beglnnrng With net Income calculated on an accrual baSIS the analySIS makes a senes of
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adjustments Intended to transform net Income Into cash flow The adjustments are of three
types

11

•

•

• Expenses not involving cash outflows are added back, e g depreciation, deferred taxes,
Increase In accounts payable and m accrued Interest payable,

• Cash outflows not treated as expenses are subtracted, e g mcrease In mventory,
dividends,

• Revenues not mvolvlng cash Inflows are subtracted as well, e g Increase In accounts
receivable and In accrued Interest earned, and gam on sale of property 1

The first actiVity covered In the analysIs are the Income and expenses related to the operations of
the company or regie Most expenses Involve a corresponding outflow of cash Depreciation,
amortization and provIsions, however, although deducted as expenses do not reqUIre the use of
cash Since they are a non-cash reduction In net mcome, they are added back to adjust the cash
flow from operations The same IS true for the Increase In accounts payable (the difference IS
deducted from net Income but not yet paid) and the decrease In accounts receivable (Similarly,
thiS IS an Increase In sales for which the regie has not been paid) In addition, the Increase In
Inventory IS deducted to reflect the cash used to produce the additional Inventory ThiS part of
the analysIs looks at the trends In accounts payable and accounts receivable, as well as net cash
generated from operations

The final two parts of the analYSis then look at the Impact on net cash flow of Investment and
fmancmg actIVIties The first Involves changes m a firm's long-term Investments In property,
plant and eqUIpment These actiVities are not reflected In the Income statement but represent a
use (or a source of) cash 2 Fmancmg actIVIties Include cash raised from debt (Inflows) and cash
outflows for the dividends paid 3

1 Whatever cash IS generated by the sale of property Will appear on the cash flow statement as
proceeds from the sale of property under the heading "cash flow from Investments It The gain (or
loss) on the sale IS the difference between the property's seiling pnce and Jls balance sheet value
when sold Because thiS gain IS already part of the line ./+ (purchase)/sale of property, plant or
equipment, shOWing It also as part of operating actIVities would amount to dOUble-counting

2 Because of little Information on the changes In property plant and equipment we assumed that
all changes come from revaluation of the assets ThIS IS a change that does not affect either the
cash flow or net Income

3 In the partICular case of Romania and the regn, we have also observed the use of unearned
revenues as a way to bndge-flnance the shortfall of cash at the end of the year Similarly thiS IS

sometimes compensated by an Increase In prepaid expenses Both are a masked form of short­
term fInanCIng



(233,036) 185,538 (3,600) (3,300)
62,050 (106,043) 0 0

o ° ° 0
226,794 (151,952) 0 0

55,808 (72,456) (3,600) (3,300)
801,~17 63,733 (806,174) (24,033)

1,021,533 213,001 325,891 288,062

561,424 808,033 677,498 957,000

(972,063) (627,245) (72,000) 0

(131,768) (186,515) (59,349) (99,000)

745,609 136,190 (802,574) (20,733)

Table 8A Net Cash Flow
Constant 1995 Lei

RAOTL Oradea

Net Income

Cash Flow from OperatIons

Adjust Net Income to net cash provided by operating activities
Add back DEPRECIATION, AMORTIZATION, PROVISIONS

Adjust for change In assets and liabilities
Add back I1crease 11 AlP and any other payable (Including accrued

liabilities and penalties)

Subtract Increase In AIR and any other accrued receIVable

Subtract Increase In any of the INVENTORY

Net Cash Flow from Operations
Cash Flow from Investments

-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT

-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments
Cash Flow from Fmancmg

Subtract Increase In PREPAID EXPENSES

Add Increase In UNEARNED REVENUES

Add Increase In CREDITS & LOANS

Subtract DIVIDENDS paid to the owner

Net Cash Flow from Financing
Net Cash Flow for the Period

1995

266,483

°

1996

(71,085)

°

1997

(1,674,614)

o

1998

(1,166,795)

°
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BEGINING Cash
ENDING Cash

o 801,417 865,150 58,976
801,417 865j50 _ _58,976 34,943

....
'"



I I •

2­
o
Dl
Do
CD
Dl

'11
5"
Dl
:::l
o
m
"Ug.
iD

5:
c
:::l
0"a
!!.

o

1998

1,977,616

o

1997

1,767,797

o

1996

942,679

o

1995

100,50~

°
(145,276)

58,164
877,872

(287,601) 88,181
(58,042) 10,074,414

(532,774) (377,458)
(50,254) (471,340) (883,899) (988,808)

790,759 (928,671) 9,313,797 (254,721) 4,548,757
(851,609) 2,802,708 ~,811,88'1'(2,672,749) _ (622,947)

905,486 3,205,B50 3,488,405 1,068,162 944,171

8,035,437 2,552,423 2,410,445 2,481,434 2,445,940

(9,178,404) (2,555,::155) (13,536,660) (8,046,007) (10,791,334)

(1,273,114) 427,~'52 193,220 310,586 251,903
(1,642,368) 3,731,379 (6,501,910) (2,418,028) (5,171,703)

1994

(131,774)

Table 88
Net Cash Flow Analysis

Constant 1995 Lei
RAGCL Oradea

Cash Flow from Operations
Adjust Net Income to net cash provided by operating activities

Add back DEPRECIATION, AMORTIZATiON, PROVISIONS
Adjust for change In assets and lIablhtles
Add back Increase In AlP and any other payable (Including accrued
liabilities and penalties)

Subtract Increase In AIR and any other accrued receIVable
Subtract Increase In any of the INVENTORY

Net Cash Flow from Operations
Cash Flow from Investments

-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments
Cash Flow from FmanClng

Subtract Increase In PREPAID EXPENSES
Add Increase In UNEARNED REVENUES
Add Increase In CREDITS & LOANS
Subtract DIVIDENDS pard to the owner

Net Cash Flow from Financing

Net Cash Flow for the Period

Net Income

BEGINING Cash

ENDING Cash

921,068 69,460 3,099,709 6,782,773 4,110,024

69116~~99.zQ9 ~82,773 4,110,024 ~,487,078

...
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Net Cash Flow Actual to Date
Trends In Accounts ReceIvable
Receivables have Increased over the years for all of the regll, wIth RAGCL attaining a record
level of 34 billion lei In 1996 RAGCL Will reach a peak In 1996 when It IS expected to rncrease
Its accounts receivable by 13 5 billion leI (rn constant 1995 lei) RAOTL also had a peak In 1996,
when It added some 9 3 billion lei In uncollected bills Even If conslderrng an Improvement for
1997, the receivables Will probably continue to rncrease by approximately 7 or 8 billion lei
(constant 1995 lei) The largest share of debtors comes from pnvate households

Trends In Accounts Payable
In all cases, because of the Increase In accounts receivable, the working capital has been mostly
financed through a corresponding mcrease m accounts payable The accounts payable for
RAGCL have Increased by 13 bIllion lei (almost half the mcrease In accounts receivable for the
same penod) To make up the rest of the difference, RAGCL financed Its operations through
advances from Its Industnal customers (10 billion lei) RAOTL has actually frnanced all of the
Increase m accounts receivable through an equal Increase m accounts payable The major
creditor m all mstances IS RENEL, the power authonty, through ItS local Subsldlanes

Net Cash Flow
Because of the parallel Increase In the level of receivables and payables, the net cash flow
actually follows the trend In Income Despite a negative fromoperatlOns recorded m most years,
overall net cash flow for the RAGCL was a positive 2 8 billion leI m 1995 and 1996 ThiS IS the
result of the vanous measures described above, Includmg deferring payment of billS and booking
future revenues As a result, the regie's liqUidity IS good and increasing Its current ratIo IS
expected to remain over 300 percent for the next two years, If present conditIOns remam the
same The projection for 1997 shows what would happen If RAGCL cannot contmue to
Implement measures to save cash or advance cash revenues The regie Will have a negatIve net
cash flow roughly eqUivalent In real 1995 lei to the positive cash flow generated In 1996

SubSidies playa major part In the operations of RAGCL, accountmg for more than 80 percent of
cash flow for operations In 1995 (the only year with a poSItive cash flow) Consequently, any
change rn the polley for SubSidies Will affect Immediately the net Income of the regIa (both In
operations terms and In decreased liqUIdity through a surge In uncollected bills) In looking for
senSitivity to external factors, the largest Single Item IS the relative Increase rn pnces for raw
matenals whIch account for more than 40 percent of total costs The second most Important
factor IS the cost of labor Currently, It IS 15 percent and IS expected to Increase to 20 percent of
total costs

For the RAOTL, the net cash flow IS follOWIng the declinIng trend of the net Income
SubSidIes playa major part m the regia s operations, accounting for all of the cash flow for
operations In 1995 and 1996, and for 1994 and 1995 It accounted for more than half of the
turnover Consequently, any change m the policy for SubSidIes Will affect Immediately the liqUidIty
of the regia (more so since the same process may bring a surge In uncollected bIlls) In looking
for senSitivity to external factors, the largest single Item IS labor, which accounts for
approximately 40 percent of all costs
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Impact on Fmances of the MUnicipality
Tables 9A and 98, below, show the flow of funds between the MUniCipality and RAGCL and
RAOTL Oradea As indicated by the figures In the table, there was a net flow from the
MUnicipality to both regll In 1995 and 1996 The net flow to RAOTL regIe, In particular, was
sIgnifIcant In the overall fInances of the mUniCipality

Table 9A
Flow of Funds

MUniCipality - RAGCL

1994 1995 1996

From the MUniCipality to RAGCL 774,737 3,088,936 3,987,980

State SubsidIes 774,737 3,088,936 3,987,980

Other 0 0 0

From RAGCL to the MUniCipality 1,692,612 2,271,959 3,189,174

Income and Sales Tax Revenues 1,692,612 2,221,705 2,717,834

DIstributIon of Profits 0 50,254 471,340

Net To (From) MUniCipality 917,875 (816,977) (798,806)

Net as Percent of Revenues (Expenditures) 53% (2 6)% nla

- --- Table 98
Flow of Funds

MUniCipality - RAOTL

1994 1995 1996

From the MuniCipality to RAOTL 4,274,048 4,894,233 490,000

State Subsidies 4,274,048 4,894,233 490,000

Other 0 0 0

From RAOTL to the MUniCipality 2,200,732 1,492,199 (93,900)

Income and Sales Tax Revenues 2,200,732 1,358,958 (93,900)

Dlstnbutlon of Profits 0 133,241 0

Net To (From) MUniCipality (2,073,316) (3,402,034) (583,900)

Net as Percent of Revenues (13 1)% (105)% nla
(Expenditures)

15



APPENDIX I - DEFINITIONS

1996
Code

CategorylSub Category
Recurring Revenues
of which
Local Taxes and Fees
Shared National Salary Tax Revenues
State Operating SubSidies

0102
0302
0402
0502
0602
0702
0802
1702

Local Taxes and Fees
of which
Taxes on Profits of Regll
Taxes and Fees on IndIVIduals
Fees for Use of State Property
Corporate Property Tax
Corporate VehICle Fees
Tax on Revenues from AgrICulture
Other Direct Taxes
Other Indirect Taxes

3402

Shared National Tax Revenues
of which
Shared NatIOnal Salary Tax Revenues

370201

State Operating Subsidies
of whICh
Subsidies for SOCIal ASSIStance, Heatmg & PublIC Transport

Non-Recurring Revenues
of whICh
Non-Recurring Local Operating Revenues
Local Capital Revenues
Other Capital Revenues

Non-Recurring Local Operatmg Revenues
of whICh

15 02 Entertainment Fees
20 02 DlStributton from Profits of Regll
21 02 Revenues from PublIC Institutions
22 02 other VarIOus Revenues
40 02 Donations

Other Capital Revenues
of which
State Capital Investment SubSIdIes
Capital Investment SubSIdies from External Loans
Proceeds of Loans from RevolVing Funds

LocalCapdalRevenues
of which
Proceeds from the Sale of Public Property & HOUSing
Proceeds of Short-term Loans

3002
4502•
370202
370203
4602•

•
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Appendix II

Detailed Fmanclal Information on the
MUnicipality of Oradea
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Standard Data Set

Oradea
Lme Revenues -Actual at Year End 1993 1994 1995 1996

o Total Revenues 7527227 18210,235 34009361 0
Change m Total Revenues (current year/preVious year) 242 187 000

1 Local Taxes and Fees Recurring 1296,653 2480095 10 233 454 0

2 Non Recurrmg Local Operating Revenues 192798 602,718 1003263 0

3 Local Capital Revenues 325955 232368 447077 0

4 Ojl1,hlch Proceedsjrom the sale ojpubilc property 435 0 185 0

5 Shared National Tax Revenues 2127067 7476060 9515872 0

6 State Operating Subsidies 2227715 2655436 4154683 0

7 Other Capital Revenues 1357039 4763558 8655012 0

8 Total Recurnng Revenues (Lme 1+5+6) 5651435 12611591 23904 009 0
Change 10 Recumng Revenues (current year/prevIous year) 223 190 000

9 Total Non Recurnng Revenues (LIne 2+3+7) 1875,792 5598644 10 105 352 0
7527227 18210 235 34009,361 0

10 Venfy LlOe 0 =Sum (Lme 8+9) OK OK OK OK

Revenues - Imbal Approved Budget 1993 1994 1995 1996

11 Total Revenue Budget 7534403 18,295822 35427898 0

12 Local Revemles and Fees 1302000 2220,000 11 218834 0

13 Shared NatIOnal Tax Revenues 2127067 7476060 9,515872 0

14 State Operating SubSidies 2227715 2826872 4180900 0

15 ReCUrring Revenue Budget (Lme 12+13+14) 5656782 12522932 24915606 0

v,
o

Data In thousand leI Page 1 3/3/97
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Oradea
Expenditures· Actual at Year End

16 Adnumstratlve E-rpenses GeneralAdmnustration

17 Subsuhes artd Transfers General AdnumstratlOn

18 Capital Expendztures General Adm,mstratlOn

19 Adnumstratne Expenses EducatIOn

20 Subsuhes artd Transfers £ducal/on

21 CapItal Expendztures EducatIOn

22 Adnumslratlve Expenses Health

23 Subsuhes artd Transfers Health

24 Capl/al Expendzlures Heallh

2S AdnultlSlrall\e Expenses Culture & Sports

26 Subsuhes artd Transfers Cullure & SpOI1S

27 CapItal Expendzlures Culture & Sports

28 AdnultlStratne E"penses Socwl AssIstalU:e

29 Subsunes artd Transfers SOCIal ASSISlanee

30 CapItal ExpendzlUres SocIal ASSlslalU:e

31 Adnumstratlve E"penses Public Works & Housmg

32 Subslthes artd Transfers Public Works' & Housmg

33 Capital EqJendztures PublIC Works' & Housmg

34 Adnumstratne E"penses Transportation & CommunicatIon

3S Subsunes artd Transfers Transportatlon & Communlcatlon

36 CapItal Expendztures TransportatIon &: CommUnication

37 Adnunlstlatne E"penses Other EconomIc ActIvitIes

38 Subsuhes artd Transfers Other EconomIc ACI/Vltles

39 Capllal Elpendzlures Other EconomIc Actlutres

40 Adnumstratn e E"penses Other ActlVltIes

41 Subsuhes artd Transfers Olher Actllltles

42 Capital Elpendllures Other AClnltles

Operating Expenditures by Chapter
43 General AdmInistratIon Oper Exp (Ltne 16+17)

44 EducatIOn Oper Exp (Ltne 19+20)
45 Health Oper Exp (Ltne 22+23)
46 CllltuTe & Sports Oper Exp (Line 25+26)
47 Socral AsSlSfance Oper Exp (Line 28+29)

48 PublIC Works & Housing Oper Exp (LIne 31+32)

49 TransportatIOn & ConvnllnlCatlOn Oper Exp (Lme 34+35)
50 Other Economic Activities Oper Exp (Lme 37+38)
51 Other Acm Itles Oper Exp (Lme 40+41)

Data In thousand lei

Standard Data Set

1993
214262

o
13 657

o
o
o

2252577
o
o
o
o
o

32000
o
o

964170
1560855
1491 719

o
864985
109319

o
o
o
o
o
o

214262

o
2252577

o
32000

2525025
864 985

o
o

Page 2

1994
498697

o
121304

o
o
o

6177,126
o
o
o
o
o

202698
o
o

2943391
180046

4227018
608277

2475390
598033

o
o
o
o
o
o

498697

o
6177 126

o
202698

3123437
3083667

o
o

1995
1262991

o
166574

4349525
o
o

8394726
o
o
o

120320
o

402512
196387

o
5308533
1757500
7473,242

o
3207158
1369953

o
o
o
o
o
o

1262991

4349525
8394726

120320
598899

7066033
3207158

o
o

1996
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o

o
o
o
o
o
o
o
o
o

3/3/97
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Standard Data Set

Oradea

Expenditures - Actual at Year End 1993
52 Total Operatmg expendItures (LI1Ie 53+54+55) 5 888 849

Of whIch Change ID Operating ExpendItures (current year/prevIOus year)
53 Total AdmmlStratlve Expenses (LIne /6+l9+22+25+28+31+34+37+40) 3 463 009
54 Total SubsIdies & Transfers (LI1Ie /7+20+23+26+29+32+35+38+4l) 2425 840
55 Interest Payments 0

7503544 18031980 34009421
7503 544 18031980 34009421

OK OK OK

1993 1994 1995

5906778 13 297 822 26,135580

1627,625 4997950 9292292

56 Total Capital expenditures (LlI1e /8+21+24+27+30+33+36+39+42)

57 Other Payments (LlI1e 58+59+60)

Of whIch
58 Principal Repayments
59 Set ASide for Reserves
60 DistributIOn ofSurplus

61 Total Annual Debt ServIce (Pnnclpal+lnterest Pa)ments)

62 Total Expenditures

63 Venfy Lme 62 =Sum (LIDe 52+56+57)

Expenditures - ImtJal Approved Budget

64 Operatmg Expenditure Budget

65 Capital Expenditure Budget

Other Non-Fmancl3l Data

1 614695

o

o
o
o

o

1994 1995
13 085,625 24,999652

222 191
10 430189 19718287
2655436 5281365

0 0

4946355 9009769

0 0

0 0
0 0
0 0

0 0

1996
0

000
0
0
0

0

0

0
0
0

0

0
0

OK

1996

0

0

V',

~

66 Total Local Government Emplo)ees (MunicIpal or Judet)

67 Total Population (Municipality or Judet)

68 Year to Year InflatIOn

69 Deflator (Base Year =1995)

Data In thousand leI Page 3

112

221559

2960%

208

144

221885

627%

128

158

221222

278%

100

o

o

569%

064

3/3/97



Indicators

Oradea
FmancIaI Performance Indicators 1993 1994 1995 1996
Key Revenue Indicators

1 RecllrTlng Rel-enuesITotal Revenues 075 069 070 #DIV/O'
2 - Shared NatIOnal Tax RevenueslRecurrmg Revenues 038 059 040 #DIV/O'
3 - State Operatmg SubsldleslRecurrmg Revenues 039 021 017 #DIV/O'
4 - Local Taxes &Fees/Recurnng Revenues 023 020 043 #DIV/O'
5 Proceeds from Asset SalesITotal Revenues 000 000 000 #DIV/O'

Key Expenditure Indicators
6 - TotaL Expenditures Per Capita (1000 leI) 3387 8127 15373 #DIV/O'
7 . Operatmg Expenditures Per CapIta (1000 lei) 2658 5897 113 01 #DIV/O'
8 Operatmg Expendlturesffotal Expenditures 078 073 074 #DIV/O'
9 Capital ExpendlturesITotal Expenditures 022 027 026 #DIV/O'

Key Indicators ofNet Results
10 Toral Expendlturesffotal Revenues 100 099 100 #DIV/O'
II Operatmg ExpendltureslRecurrrng Revenues 104 104 105 #DIV/O'
12 Recurnng Surplus/Shared NatIOnal Tax Revenues -0 II -006 -012 #DlV/O'
13 - RecuTrlng Surplus/Local Taxes & Fees -018 -0 19 -01l #DIV/O'

Kev Actllal to Budget Performance Indicators
14 Actual Revenues/Imtlal Revenue Budget 100 100 096 #DIV/O'
15 Actual Recurnng Revenuesflmual Recurring Revenue Budget 100 101 096 #DIV/O'
16 Actual Local Taxes and Fees/Local Taxes and Fees Budget 100 1 12 091 #DIV/O'
17 Actual Shared NatIOnal Tax RevenueslNatlOnal Tax Budget 100 100 100 #DIV/O'
18 Actltal Erpendlturesflmual Expenditure Budget 100 099 096 #DIV/O'
19 Actual Operating Expendllltres/lmtral Operatmg Expenditure Budget 100 098 096 #DlV/O'
20 - Actltal Capital Er:pendlturesflnmal Capital Expenditure Budget 099 099 097 #DIV/O'

if'
v~

Data 10 thousand leI Page 4 3/3/97
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IndIcators

Oradea
Key RelatIve Performance IndIcators 1993 1994 1995 1996

21 Change In Recurrmg Revenues /Change m Total Revenues D/a 092 101 #DIV/O'
22 Change In Operatmg Expenditures/Change In Recurring Revenues D/a 100 101 #DIV/O'

Key Debt ServIce IndIcators
23 Total Annual Debt Servlce/Recurnng Revenues 000 000 000 #DIV/O'
24 Interest PaymentS/Recurring Revenues 000 000 000 #DIV/O'
25 Total Annual Debt Servlce/Recumng Surplus before Interest Payments 000 000 000 #DIV/O'
26 Max Future Debt Service/Recurring Surplus before Interest Payments -3834 -1920 000 #DIV/O'

Operatmg Expenditure IndIcators by Chapter (1000 leI)
27 General Admmlstratlon ExpendItures/Per Capita 097 225 571 #DIV/O'
28 EducatIOn Expend,fllres/Per Capita 000 000 1966 #DIV/O'
29 - Health Expenditures/Per Capita 10 17 2784 3795 #DIV/O'
30 Culture & Sports Expenditures/Per Capita 000 000 054 #DIV/O'
31 SOCial ASSIstance Expend,tures/Per Capita 014 091 271 #DIV/O'
32 PublIC Works & Housmg Etpendltures/Per CapIta 1140 1408 3194 #DIV/O'
33 TransportatIOn Expenditures/Per Capita 390 13 90 1450 #DIV/O'
34 Other EconomIc ExpendItures/Per Capita 000 000 000 #DIV/O'
35 Other Expend,fllreS/Per Capita 000 000 000 #DIV/O'

Operatmg Expenditure IndIcators by Chapter (Constant 1995 1000 LeI) 1993 1994 1995 1996
36 General AdmmlstratlOn Expenditures/Per CapIta 201 287 571 #DIV/O'
37 EducatIOn ExpendItures/Per Capita 000 000 1966 #DIV/O'
38 Health Expenditures/Per CapIta 21 14 3558 3795 #DIV/O'
39 Culture & Sports E:rpendltureS/Per Capita 000 000 054 #DIV/O'
40 SOCial ASSIStance Expenditures/Per CapIta 030 I 17 271 #DIV/O'
41 Public Works & Housmg Expendltures/Per Capita 2370 1799 3194 #DIV/O'
42 TransportatIOn Expenditures/Per Capita 812 1776 1450 #DIV/O'
43 Other EconomIc Expenditures/Per Capita 000 000 000 #DIV/O'
44 Other ExpenditureS/Per Capita 000 000 000 #DIV/O'

Data tn thousand leI

V".-c:.

Page 5 3/3/97



IndIcators

Oradea

Actual Net Operatmg Results 1993 1994 1995 1996
Recurring Revenues Total 5,651,435 12,611,591 23,904,009 0
Of whIch

Local Taxes and Fees 1,296,653 2,480,095 10,233,454 0
• Shared NatIOnal Tax Revenues 2,127,067 7,476,060 9,515,872 0

State Operating Subsldzes 2,227,715 2,655,436 4,154,683 0

Operating Expenditures Total 5,888,849 13,085,625 24,999,652 0
Of which
• General AdministratIOn 214,262 498,697 1,262,991 0
· EducatIOn 0 0 4,349,525 0
· Health 2,252,577 6,177,126 8,394,726 0
- Culture & Spons 0 0 120,320 0

Socral AssIstance 32,000 202,698 598,899 0
- PublIC Works & Housmg 2,525,025 3,123,437 7,066,033 0

Transponatron & CommunicatIOn 864,985 3,083,667 3,207,158 0
Other EconomIc Activities 0 0 0 0
Other ActlHtles 0 0 0 0

Interest Payments 0 0 0 0

Recurring Surplus (Deficit) (237,414) (474,034) 0,095,643) 0

Non-recurring Operating Revenues Total 192,798 602,718 1,003,263 0
OfwhlCh

Non reCllrrmg Local Operatmg Revenues 192,798 602,718 1,003,263 0

Net Operating Surplus (Detlclt) (44,616) 128,684 (92,380) 0

~

Dala In thousand lel Page 6 3/3/97
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Indicators

Oradea
1993 1994 1995 1996

Capital Revenues Total 1,682,994 4,995,926 9,102,089 0
Of whIch
- Local CapItal Revenues 325,955 232,368 447,077 0
- State Capital Subsidies 1,357,039 4,763,558 8,655,012 0

Total Funds Available for Investments 1,638,378 5,124,610 9,009,709 0

Capital Expenditures Total by Chapter 1,614,695 4,946,355 9,009,769 0
General AdminIstratIOn 13,657 121,304 166,574 0
EducatIOn 0 0 0 0
Health 0 0 0 0
Culture & Sports 0 0 0 0
Socral AssIstance 0 0 0 0
Publrc Works & Housmg 1,491,719 4,227,018 7,473,242 0
TransportatIOn & CommUnlcatlon 109,319 598,033 1,369,953 0
Other EconomIc ActIVitIes 0 0 0 0
Other ActIVities 0 0 0 0

Overall Surplus (Deficit) 23,683 178,255 (60) 0

Minus Other Payments Total 0 0 0 0
Of whIch
PrinCIpal Repayments 0 0 0 0
Set ASide for Reserves 0 0 0 0
DIstributIOn ofSurplus 0 0 0 0

Venfy Overall Surplus (DeficIt) mmus Other Payments =0 Error Error Error OK

v:"\
~

Data m thousand lei Page 7 3/3/97



Indicators

Oradea
Actual Net Operatmg Results· Constant 1995 lei 1993 1994 1995 1996
Recurring Revenues Total 11,751,063 16,117,613 23,904,009 0
Of whIch
- Local Taxes and Fees 2,696,138 3,169,561 10,233,454 0
- Shared Nallonal Tax Revenues 4,422,823 9,554,405 9,515,872 0
- Scate Operating SubsIdIes 4,632,101 3,393,647 4,154,683 0

Operating Expenditures Total 12,244,719 16,723,429 24,999,652 0
Of whIch
- General AdminIstratIOn 445,516 637,335 1,262,991 0
- EducatIOn 0 0 4,349,525 0

Health 4,683,797 7,894,367 8,394,726 0
Culwre & Sponr 0 0 120,320 0

- Socral ASSIstance 66,538 259,048 598,899 0
- PublIC Works & HOllsmg 5,250,300 3,991,752 7,066,033 0

TransponatlOn & CommUnicatIOn 1,798,569 3,940,926 3,207,158 0
- Other EconomIc Actlwtler 0 0 0 0

Other ActiVIties 0 0 0 0

Interest Payments 0 0 0 0

Recurring SurplUS (Deficit) (493,656) (605,815) (1,095,643) 0

Non-recurring Operating Revenues Total 400,886 770,274 1,003,263 0
Ofwhrch

Non recurrmg Local Operatrng Revenues 400,886 770,274 1,003,263 0

Net Operating Surplus (Dendt) (92,770) 164,458 (92,380) 0

~
Data In thousand leI Page 8 3/3/97



I I

Indicators

Oradea
1993 1994 1995 1996

Capital Revenues Total 3,499,460 6,384,793 9,102,089 0
Of whIch
- Local CapItal Revenues 677,760 296,966 447,077 0
- State CapItal SubsIdIes 2,821,699 6,087,827 8,655,012 0

Total Funds Available for Investments 3,406,689 6,549,252 9,009,709 0

Capital Expenditures Total by Chapter 3,357,445 6,321,442 9,009,769 0
General AdmmlStratlOn 28,397 155,027 166,574 0
Educatwn 0 0 0 0
Health 0 0 0 0
Culture & Sports 0 0 0 0
SOCial AssIstance 0 0 0 0
Public Works & Housmg 3,101,740 5,402,129 7,473,242 0
Transportatwn & Communrcatwn 227,308 764,286 1,369,953 0
Other EconomIc ActIvities 0 0 0 0
Other Actlvltles 0 0 0 0

Overall Surplus (DefiCit) 49,244 227,810 (60) 0

\I~

Data III thou<;and leI Page 9 3/3/97



Appendix III

Detailed Fmanc.al'nformat.on on
RAGCL,RAOTL,RAPAS
Municipality of Oradea
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Net Cash Flow AnalysIs

Constant 1995 Lei

RAGCL Oradea 1994 1995 1996 1997 1998

Net Income
(131,774) 100,508 942,679 1,767,797 1,977,616

Cash Flow from OperatIOns
Adjust Net Income to net cash provided by operatmg actiVities

Add back DEPRECIATION, AMORTIZATION, PROVISIONS 905,486 3,205,850 3,488405 1068,162 944,171
Adjust for change in assets and liabilities

Add back Increase In NP and any other payable (including accrued
liabilities and penalties) 8,035,437 2552,423 2,410,445 2,481,434 2445,940

Subtract Increase In NR and any other accrued receivable (9178,404) (2555.355) (13.536660) (8,046,007) (10,791,334)
Subtract Increase In any of the INVENTORY (1.273,114) 427,952 193220 310,586 251903

Net Cash Flow from Operations (1,642,368) 3,731,379 (6,501,910) (2,418,028) (5,171,703)

Cash Flow from Investments
-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments 0 ° ° 0 °
Cash Flow from Fmanclng

Subtract Increase In PREPAID EXPENSES (145,276) (287601) 88,181
Add Increase In UNEARNED REVENUES 58,164 (58,042) 10,074,414
Add Increase In CREDITS & LOANS 877,872 (532,774) (377,458)
Subtract DIVIDENDS paid to the owner (50,254) (471,340) (883899) (988,808)

Net Cash Flow from Fmanclng 790,759 (928,671) 9,313,797 (254,721) 4,548,757

Net Cash Flow for the Period (851,609) 2,802.708 2,811,887 (2,672,749) (622.947t
BEGINING Cash 921,068 69,460 3,099,709 6,782,773 4.110,024
ENDING Cash 59,460 3,099,709 6,782,773 4,110,024 3.487,078

~
o
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Data In thousand lei

Profit and Loss

TOTAl 1994 TOTAL1995 TOTAL1996 TOTALl997 TOTAL1998

FINANCIAL RESULTS RAGCL Oradea 134 100 067 036 033

1 Revenues from goods (merchandIse) sold 50085 52144 25172 38658 30997

2 Revenues from Core Actlvlly 30 366 918 36435434 35068406 35751920 38 079237

3 Tumover 30417 003 36487578 35093578 35790 578 38 110234

4 or <5> Inventones evaluated

6 Assets In Process evaluated 83766 87251 64938 76095 80353

7 Total Production 30450684 36 522 666 35133344 35828015 38 159590

8 SubventIons for Core Actlvdy 774737 3088936 3987980 3060000 2760000

9 Other Revenues 4311 4552 11928 8240 13309

10 Rev from ProvIsIons for Core ActlVlIy 162026

11 Total Revenues Core ActiVity 31441843 39668 318 39158424 38 934 913 40963895

12 Merchantdlse 34918 13888 7935 10911 9934

13 Raw Matenals 14821284 17 069447 15106 583

14 Consumables 1300696 1623356 1812148

15 Energy and Water 5533298 5810513 4752903

16 Other Matenals 35692 116325 95587

17 Total Matenals 21690971 24619640 21767221 23193431 23442376

18 Other Costs 1926 322 3496 813 4379405 3938109 4840623

19 Taxes 236699 311347 271677 291512 289592

20 Personnel 4620734 5861478 5958 128

21 Labor Burden 1455913 1853812 1876321 2332461 2555430

22 Total Personnel 6076647 7715290 7834448 7774869 8518099

23 Other Operallonal Costs 92362 58032 44 792 51412 52246

24 DeprllClatlon for core 8CIlvdy 905486 3205850 3488405 1068162 944171

25 Tohll Costa for Core Activity 30963405 39420860 37793884 36 328 406 38097041

26 or <27> Profit or <Loss> Core Activity 478438 247458 1364540 2606507 2866854

34 Totel Flnencle' Revenues 35131 56 765 71943 64354 72820

38 Interest Expense 579324 266154 68801
40 AmortIzation I ProVISionS for Losses

41 Totel Flnencla' Coata 579470 266159 72914 169536 118648

42 or <43> Profit or <Loss> Flnancla' ActivIty (544 339) (209 394) (971) (105182) (45827)

44 or <45> Current Profit or <Loss> (65901) 38064 1363569 2501325 2821026

46 Extraordinary Revenues 154794 242518 248539 172206 142010

ccount 671 + 672 Extraordinary Costs I 220667 118473 91658

ale 687 Amortisation I PrOVIsions for Ex Losses

47 Extraordinary Costs Total 220667 118473 91658 73829 54778

48 or <49> Extraordinary Profit or <Loss> (65873) 124048 156881 98377 87232

52 or <53> Gross Profit or <Loss> (131774) 162110 1520450 2599 702 2908259

54 Income Tax 56547 569837 831905 930643
55 PrepaId Tax 5055 7934

56 or <57> Net Profit or <Loss> (131774) 100508 942679 1767797 1977 616

2 3/7/97
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Financial Ratios

RAGCL Oradea 1994 1995 1996 1997 1998

Vulnerability
Subsidies cover of CF from
Operations negCF 828% neg CF negCF neg CF

Subsidies cover of Payroll 127% 400% 509% 394% 324%

w/out labor burden 168% 527% 669% 562% 463%

Net CF from Ops as % of Payroll neg CF 484% negCF negCF negCF
wlout labor burden neg CF negCF negCF negCF neg CF

Net CF from Ops as % of Raw
Matwrlals negCF 219% negCF negCF negCF

Profitability
• Operatmg Profit Margin 15% 06% 35% 67% 70%

• Gross Margin 04% 04% 39% 67% 71%

Leverage
• debt to assets 59% 75% 72% 117% 164%

w/out AlC Rec 63% 82% 92% 181% 304%

• debt to revenues ( core actlv) 315% 286% 190% 154% 201%

w/out subSidies 323% 311% 212% 167% 216%

• net CF % of TOTAL LIABILITIES negCF 287% 253% negCF 140%

Liquidity
• current ratIo 1405% 1303% 3305% 3668% 3224%

Turns (days) 360
• collection period 129 126 235 181 218

• days sales In cash 2 8 8 37 31

• payable penod 97 91 49 29 26

Others

• raw matenals % of total costs 479% 433% 400% 441% 425%

• sal % of total costs 149% 149% 158% 214% 224%

• subSIdIes % of total costs 25% 78% 106% 84% 72%
• Subsidies % of turnover 25% 85% 114% 85% 72%

3 3/25/97



Net Cash Flow AnalysIs
Constant 1995 Lei

RAOTl Oradea 1995 1996 1997 1998

Net Income
266,483 (71,085) (1,674,614) (1,166,795)

Cash Flow from Operations
Adjust Net Income to net cash provided by operating activities

Add back DEPRECIATION, AMORTIZATION, PROVISIONS 1,021,533 213,001 325891 288,062
Adjust for change In assets and liabilities

Add back Increase In AlP and any other payable (including accrued
liabilities and penalties) 561,424 808,033 677,498 957000

Subtract Increase In AIR and any other accrued receIvable (972,063) (627,245) (72,000) 0
Subtract Increase In any of the INVENTORY (131,768) (186,515) (59,349) (99,000)

Net Cash Flow from Operations 745,609 136,190 (802,574) (20,733)

Cash Flow from Investments
-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments ° ° ° °
Cash Flow from Fmancmg

Subtract Increase In PREPAID EXPENSES (233036) 185,538 (3,600) (3,300)
Add Increase In UNEARNED REVENUES 62,050 (106043) 0 0
Add Increase In CREDITS & LOANS 0 0 0 0
Subtract DIVIDENDS paId to the owner 226,794 (151,952) 0 0

Net Cash Flow from Financing 55,808 (72,456) (3,600) (3,300)

Net Cash Flow for the Period 801,417 63,733 (806,174) (24,033)
BEGINING Cash ° 801,417 865,150 58,976
ENDING Cash 801,417 865,150 58,976 34,943

er-­
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Data In thousand lei

Profit and Loss

TOTAL 1994 TOTAL1995 TOTAl 1996 TOTAll997 TOTALl998

FINANCIAL RE8ULT8 RAOTL Or8dea 134 100 067 036 033

1 Revenues from goods (merchandise) sold 26092 61807 \53301 57554 59519

2 Revenues from Core ActIvity 6775841 8609210 18,31747 5220478 3526112
3 Turnover 6801934 8671017 1 '5047 5278032 3585631

4 or <5> Inventones evaluated

6 Assels In Process evaluated
I

7 Total Production 6775841 8609210 1811747 5220478 3526112
8 Subvenllons for Core ActIVity 4274048 4894 233 4'lOooo 5000000 5200000
9 Other Revenues 130 192 84877 18059 51468 34764

10 Rev from ProvISions for Core Actlvdy
I

I
11 Total Revenues Core Activity 11206173 13650 128 23'13106 5329500 3620395

12 Merchantdlse 22256 52474 111165 31820 21492

13 Raw Matenals

14 Consumable. 2137630 3274757 6'lS 757 1985757 1341257

15 Energy and Waler 947198 1209 556 2<;7352 733454 495403

16 Other Matenals 47380 51849 111032

17 Total Malenal. 3132207 4536162 9E.5141 2750651 1857896

18 Other Cosl' 2177193 2423857 515714 1469786 992750

19 Taxes 1148809 (65869) (14015) (39942) (26978

20 Personnel 3250860 4082943 Be8711

21 Labor Burden 1051923 1356485 200 614 989513 668355

22 Total Personnel 4302783 5439428 11507325 3298376 2227851

23 Other Operabonal Costs 3631
24 DepreCiatIon for core actIvIty 788784 1021533 213001 325891 288062

25 Total Coats for Core Actlvlty 11575664 13407584 2848331 7836 581 5361072

26 or <27> Profit or <Loss> Core Actlvlty (369490) 242544 (455224) (2507081) (1740677)

34 Total FinancIal Revenues 51630 34854 7416 21135 14275

38 Inleresl Expense 568
40 Amort,zal,on I PrOVISion. for Losses

41 Total Financial Costs 657 269 163 82

42 or <43> Profit or <Loss> Financial Activity 50974 34 585 7416 20972 14194

44 Or <45> Current Prollt or <Loss> (318517) 277 128 (441' 809) (2486109) (1726484)

46 Extraordinary Revenues 128170 347131 49485 141031 63823

ccounl 671 + 672 Exlraordlnary Costs I 115150 289434 41260
alc 687 Amortlsatron I PrOVISions for Ex Losses

47 Extraordinary Costs Total 115150 289434 41260 117590 53215

48 or <49> Extraordinary Profit or <Loss> 13019 57697 t~225 23441 10608

52 or <53> Gross Profit or <Loss> (305497) 334 826 (43C~ 584) (2462868) (1 715875)

54 Income Tax 68343 (36f 499) (788054) (549080
55 Prepaid Tax

56 or <57> Net Prollt or <Loss> (305497) 266483 (71085) (1674614) (1186 795)

2a 317197



~

V'\

Flnanelilll Ratios

RAOTl Oradea 199•• 1995 1996 1997 1998

Vul1nerablhtv
I

SubSidies cover of CF from Operations #Dlv/or 1000% 1000% negCF neg CF

Subsidies cover of Payroll 993% 900% 423% 1516% 2334%

wlout labor burden 1315% 1199% 564% 2166% 3334%

Net CF from Ops as % of Payroll 137% 118% negCF neg CF

wlout labor burden 157% negCF negCF

Net CF from Ops as % of Energy &
Water not slg",f 616% 529% negCF neg CF

Prolfitablhty
* operating Profit Margin -33% 18% -190% -470% -481%

* gross margin -27% 25% -184% -462% -474%

leverage
* debt to assets 52% 80% 115% 217% 398%

w/out AlC Rec 53% 85% 129% 254% 443%
* debt to revenues ( core actlv) 102% 122% 616% 236% 820%

w/out subsidies 164% 189% 775% 3824% -1880%
* net CF % of TOTAL LIABILITIES 568% 29% neg CF 04%

liqUidity
* current ratio 1105% 1551% 1614% 769% 501%

Turns (days) 360
* collection period 14 57 269 56 76
* days sales In cash 14 6 130 4 3
* payable period 23 32 127 37 86

Others

* personnel % of total costs 372% 406% 406% 421% 416%

• sal "10 of total costs 281% 305% 305% 421% 416%
* subSidies % of total costs 369% 365% 172% 638% 970%
* subSidies % of turnover 628% 564% 260% 947% 1450%

3a 3/7/97
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Net Cash Flow Analysis

Constant 1995 LeI

RAPAS Oradea 1995 1996 1997 19918

-
Net Income

591,662 (1191,886) 597,592 631,394

Cash Flow from Qperattons
AdJust Net Income to net cash provided by operating activities

Add back DEPRECIATION, AMORTIZATION, PROVISIONS 219,229 719,487 69,939 61,820
AdJust for change In assets and liabIlities

Add back Increase In AlP and any other payable (including accrued
liabilities and penalties) 112,590 9,594,028 2,610,000 3,58~,750

Subtract Increase In AIR and any other accrued receivable (180,325) (9,252,452) (2,520000) (3,46~,OOO)

Subtract Increase In any of the INVENTORY (153,276) (1,191,876) (360,000) (4915,000)
Net Cash Flow from Operations 589,880 (262,700) 397,530 321,964

Cash Flow from Investments
-/+ (Purchase) I sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments 0 0 0 0

Cash Flow from Fmancmg
Subtract Increase mPREPAID EXPENSES (21 011) l220,423) (18,000) (1€1500)
Add Increase In UNEARNED REVENUES 25,036 (21,712) 0 0
Add Increase In CREDITS & LOANS 58,989 (56,946) 0 0
Subtract DIVIDENDS paid to the owner 109,615 0 298,796 315,697

Net Cash Flow from FinanCing 172,629 (299.081) 280,796 29~,197

Net Cash Flow for the Period 762,509 (561.781) 678.326 621,161
BEGINING Cash 20.100 782,609 220,828 899,154
ENDING Cash 782,609 220.828 899,154 1,520,315

~
~
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Data In thousand lei

Profit and Loss

TOTAL 1994 TOTAl1995 TOTAlI996 TOTAlI997 TOTAL1998

FINANCIAL RESULTS RAPAS Oradea 134 100 067 036 033

1 Revenue. from good. (merchandise) .old 484604 119197 301901 212188

2 Revenue. from Core ActIVity 1246945 3898 900 25188691 14543796 22348671

3 Turnover 1246945 4383504 25307888 14845696 22560859

4 or <5> Invenlones evalualed 273385 58167 165776 111971

6 Assets In Process evalualed 86 448805 224445 382360

7 Tolal Producl,on 1246945 4172371 25695662 14934 017 22843003

8 Subvonhon. for Core ActIVIty

9 Other Revenues 4055 151637 77846 130107

10 Rev from ProVISIonS for Core Aclivlly

11 Total Revenuea Co,. AeUvily 1246945 4661030 25966496 15313763 23185298

12 Merchantdlse 380283 88687 234 485 162378

13 Raw Matenals 11378 2421

14 Consumables 42832 447801 1692646

15 Energy and Water 45899 126553 14382898

16 Other Matenal. 23916 87163 99950

17 Tolal Matonal. 112847 672894 16177915 8425404 13935753

18 Other Cosl. 86891 239474 991014 615244 898930

19 Taxes 27955 95282 118186 106734 122438

20 Personnel 360051 1668590 5756176

21 labor Burden 108 220 524233 1956 815 1485872 2121429

22 Total Personnel 468 271 2192824 7712990 4952907 7071429

23 Other OperaltOnal Cosls 66303 20194 43248 32341

24 OeprllClahon for core SClIVIty 33456 219229 779487 69939 61820

25 Total Coals for Co,. Actlvlty 729220 3866289 25888471 14447961 22285089

26 or <27> Pront or <Loss> Core AeUvlly 517725 794 741 78025 865802 900209

34 Tolsl Financial Revenuea 38040 17976 66296 42136 60582

38 Inleresl Expense 20269 5004
40 AmortIzation I Provisions for losses

41 Total Flnanela' Coata 20269 5004 12636 8891

42 or <43> Profit or <Los.> Financial AcUvlly 38040 (2292) 61292 29500 51692

44 or <45> Current Pront or <Lo.a> 555765 792448 139317 895302 951901

46 Exlrsordlnary Revenuea 3511 18824 9018 9770 6727

ccount 671 .. 672 Extraordinary Costs I 53131 23345 53405

ale 687 Amortlsat,on I ProvIsIons for Ex losses

47 ExtraOrdinary Coat. Total 53131 23345 53405 26260 30107

4B or <49> Extraordinary Profll or <lo••> (49620) (4521) (44 386) (16490) (23380

52 or <53> Gros. Pront or <Lo.s> 506145 787927 94931 878811 928520

54 Income Tax 84 921 196265 (43234) 281220 297126
55 Prepaid Tax 330051

56 or <57> Net Profit or <Loss> 421224 591652 (191886) 597592 631 394
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Financial Ratios

RAPAS Oradea 1994 1995 1996 1997 1998

Vulnerability

Subsidies cover of CF from Operations #DiV/OI neg CF
Subsidies cover of Payroll

w/out labor burden
Net CF from Ops as % of Payroll 269% negCF 80% 46%

w/out labor burden negCF 115% 65%

Net CF from Ops as % of Raw Materials 4661% neg CF 38% 23%

Profitability
* Operatmg Profit Margm 415% 218% 33% 61% 41%
* Gross Margin 406% 169% 04% 57% 40%

Leverage
* debt to assets 123% 66% 81% 117% 166%

w/out A/C Rec 125% 69% 85% 125% 182%
* debt to revenues ( core actlv) 101% 67% 673% 919% 835%

w/out subsidies 101% 67% 673% 919% 835%
* net CF % of TOTAL LIABILITIES 2871% negCF 17% 26%

LiqUidity
* current ratio 1285% 2762% 1126% 1215% 1245%

Turns (days) 360
* collection pertod 4 18 133 183 166
* days sales in cash 4 B 3 21 24
* payable pertod 45 4 135 195 174

Others

*personnel % of total costs 642% 567% 298% 343% 317%
• sal 'Yo of total costs 494% 432% 222% 343% 317%
* subSidies % of total costs
* SubSidies % of turnover

3b 3/7/97
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Introduction
USAID and the EBRD have been cooperating with the Government of Romania In the early
development of a work plan to assist In creating a MUnicipal Credit Facility (MCF) that would lend
to general purpose local governments (judets and mUnicipalities), as well as local service
enterpnses (regll) to finance Investments In Infrastructure The initial phase of that work plan
Involves an assessment of the eXisting legal and policy framework as It affects the stability of
Intergovernmental transfers and the ability of local governments to manage their own finances
and to borrow It also Includes an analysIs of the current financial condition of general purpose
local governments In four urban regions to assess the credit worthiness of mUnicipalities and
JUdets, as potential borrowers from the MCF

This FinanCial Profile of the Judet of Constanta was prepared as part of a broader analysIs of the
financial condition and financial management capacity of a mUnicipality and a Judet In each of
four urban regions In Romania (Bihar, Constanta, Dambovlta and Maramure~), as well as that of
the corresponding regll that proVide water, waste water, transport, solid waste and heating
services In those regions The analysIs Will contnbute to an understanding of the Issues that
might constrain the participation of mUnicipalities In the MCF

The first part of the analysIs looks at the financial condition of the Judet of Constanta, based on
the actual results for the penod from 1993 to 1996 The final section of the analySIS attempts to
look at the future financial condition of Constanta through the year 2001, although such
projections should be considered as Illustrative given the current state of flux of laws and
regulations governing local government finances In Romania The final part of the analySIS looks
at the financial condition of the regll that proVide local Infrastructure services In Constanta

A FINANCIAL ANALYSIS

Overall Results
The overall financial results of the Judet of Constanta for the penod from 1993 to 1996, as shown
In Table 1, are mixed Dunng the first two years, the overall results were highly unstable A
large surplus In 1993 became a small defiCit In 1994 In the last two years, however, the Situation
appears to have stabilized

However, these results by themselves reveal little else about the finances of the Judet of
Constanta The follOWing sections of thiS Financial Profile Will attempt to prOVide greater InSights
Into the financial condition of the Judet

Table 1
Overall Results

(Thousands of Lei)

1993 1994 1995 1996

Total Revenues 27213491 32827084 27808171 36588093

Total Expenditures 17083462 32991117 27808171 36588093

Overall Surplus (DefiCit) 10,130,029 (164,033) ° 0
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Net Operatmg Results
This section of the analysIs looks at net operatmg results This IS different than the overall
surplus or deficIt, shown above, whIch JUdets and mUnicipalities currently calculate That
analysIs looks at the difference between all revenues and all expenditures Net operating results
look only at the difference between non-Investment (or operating) expendItures and non-capital
(or operatIng) revenues

The calculation uses the standard Income and expense data reported by JUdets and
mUnicipalities In Annexes 12 and 14 of their quarterly and annual financIal statements These
forms Include all revenues and expenditures by line Item for any given year, including budget and
actual Information The calculation of the net operatmg results first reqUires Identifying and
classlfymg those expenditures related to the cost of admlnlstenng the Judet or of provldmg local
services This Includes as well any Subsidies or transfers to other organizations, such as the
regll, to pay for similar costs These are the operatmg expenditures of the Judet The second
step IS to Isolate those revenues that are available on a contrnUing baSIS to pay for operating
expenditures These operatmg revenues Include all local taxes and fees, shared national tax
revenues and any operating Subsidies prOVided by the state They do not mclude non-fiscal
revenues, such as the proceeds of loans or of the sale of assets, or those revenues prOVided by
the state speCifically to pay for Investments AppendiX 1 explains the calculation of operating
expenditures and revenues usmg the data available In Annexes 12 and 14 of the standard
financial reports

The net operating results of the Judet are determined by subtractmg Its total operating
expenditures from Its total operating revenues This wIll produce

• A net operating surplus when recurring revenues are greater than operatIng
expenditures

• A net operating deficit when operating expenditures are greater than recurnng
revenues

This IS a slgnrflcant result Should the Judet want to enter Into a loan or Issue bonds, the
operatmg surplUS will be the amount available to pay the matunng pnnclpal and Interest
payments on the debt It wIll largely determine the maxImum amount the Judet can borrow A
Judet that has a current net operating deficit has no free operating revenues available for debt
service It should not conSider entering Into any new loans until It has taken steps to Identify and
address the causes of the problem

The net operatmg results of the Judet of Constanta for the penad from 1993 to 1996 are much
more stable, suggesting that the shifts In overall results between 1993 and 1994 were caused by
dIfficUlties With the finanCing of Investments

An analySIS of the net operating results In constant 1995 lei, as shown In Table 2, below, reveals
that the net operating surplus has fluctuated very little In real terms, despite a large reduction In

real terms of total operating revenues ThIS suggests that there has been a prUdent and
effective management of operating expendItures by the Judet
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Table 2
Net Operating Results

Constant 1995 Lei - Thousands

1993 1994 1995 1996

Operating Revenues 39915556 28681734 18982367 16196259

Operating Expenditures 21878662 25915319 17188958 14363045

Operatmg Surplus 18,036,894 2,766,415 1,793,409 1,833,214
(Deficit)

Revenue Trends
This section of the analysIs looks at how the revenues of the Judet of Constanta have changed
over the penod from 1993 to 1996 As shown In Table 3, below, revenues have decreased by
almost 60 percent In real terms since 1993 No category of revenues Increased In real terms
Two categones, state operating Subsidies and own capItal revenues, produced no revenues In

1996

Table 3
Value of Revenues

Constant 1995 Lei • Thousands

1993 1994 1995 1996

Local Taxes & Fees 9181712 5233788 754147 1983384

Shared NatIonal Taxes 16495216 9944738 16920130 14212874

State Operating Subsidies 14238628 13503207 1308090 0

Total Operating Revenues 39,915,556 28,681,733 18,982,367 16,196,258

Own Capital Revenues 3705174 0 34537 0

State Capital SubsIdies 10996900 13197534 8358241 6198772

Total Capital Revenues 14,702,074 13,197,534 8,392,778 6,198,772

Total Revenues 54,617,630 41,879,267 27,375,145 22,395,030

Dunng the same penod, as shown In Table 4, below, the composition of the operating revenues
of the Judet of Constanta, that IS, those revenues that are most cntlcal to an evaluation of the
borroWing capacity of the Judet, has changed dramatically The Judet has become almost totally
dependent on shared natIOnal tax revenues State operating SubSidies ended In 1995 Local
taxes and fees are on a downward trend
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Table 4
CompositIon of Operating Revenues

Percent of Total

1993 1994 1995 1996

Local Taxes & Fees 2300% 1825% 397% 1225%

Shared National Taxes 4133% 3467% 8914% 8775%

State Operating 3567% 4708% 689% 000%
Subsidies

ExpendIture Trends
ThIs section of the analysIs looks at how the expenditures of the Judet of Constanta have
evolved over the penod from 1993 to 1996 As shown In Table 5, below, the volume of
expenditures In constant 1995 lei has more than doubled In the areas of general administratIon
and culture since 1994 Expenditures for publIc works are down to nothing Those for transport
grew little slOce 1996 These are positive signs of prudent management of expenditures The
only questIon IS how long the Judet can continue to limit expenditure growth

TableS
Per CapIta Operating ExpendItures

by Chapter
Constant 1995 Lei - Thousands

Chapter 1993 1994 1995 1996

General Administration 1 32 1 66 229 1 88

Education 000 000 000 000

Health 000 000 000 1 03

Culture and Art 737 128 1584 1228

Social Assistance 000 000 000 13

Public Works and Housmg 2419 1553 68 46

Transportation and CommunIcatIon 2211 3475 2396 1858

Other Economic ActIvIties 000 000 000 000

Other ACtIVitieS 020 022 036 1 5

Debt
The Judet of Constanta has borrowed only once In 1996, the Judet obtained a loan for 32 mIllIon
lei from the Treasury for cash management, which It repaId In the same year

The Judet IS not currently contemplating any future loans
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PrOjections
Table 6A shows the future net operating results for the Judet of Constanta as projected to the
year 2001, based on current revenue and expenditure trends That table shows that the Judet
will have to take steps either to Increase operating revenues or slow even further the growth of
operating expenditures Otherwise, It Will face growing deficits starting In 1997

Table 68 shows the future net operating results of the Judet of Constanta to the year 2001, as
projected based on certam polley assumptions proVided by the Judet Those assumptions are
that local taxes and fees Will grow at 1 5% per year starting In 1997 and that expenditures under
"other actIVIties" Will grow more slowly Based on this scenariO, the Judet Will have a small
surplus through 1999, but stili face operating defiCits toward the end of the penod This suggests
agam the need to Identify measures to Increase revenues or limit expenditure growth
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Table 6A IIProJections· Current Trends
!.
"'U

Constanta Judet
.,
0-

Actual and Projected Cash Flow i
Current Trends - Constant 1995 Lei 1993 1994 1995 1996 1997 1998 1999 2000 2001 c..

c
Recurring Revenues Total 399155562868173418982367 16196259 14425332 14438169 14451005 1446384214476679

c.
!1

Of which 0-
Local Taxes and Fees 9181 712 5233788 754147 1983384 0 0 0 0 0 0

0

Shared National Tax Revenues 16495216 994473816920130 14212874 14425332 14438169 14451005 1446384214476679
:::J
l/)-

State Operatmg SubsIdIes 14238628 13503207 1 308090 0 0 0 0 0 0
III
:::J-III

Operating Expenditures Total 21878662 25915319 17 188958 14363135 16492546 16778845 17065144 17 351 443 17 637 742

Of which

General Admmlstratlon 523596 662026 911288 752520 946366 1039969 1 133573 1 227,176 1320779

EducatIon 0 0 0 0 0 0 0 0 0

Health 0 0 0 414277 414277 538560 662843 787,126 911409

Culture & Sports 2921652 5107361 6313801 4916917 6612991 7332215 8051438 8770662 9489885

Social Assistance 0 0 0 53504 53504 69555 85607 101 658 117709

PubliC Works & Housmg 9588216 6195679 270282 184458 0 0 0 0 0

Transportation & Communication 8764913 13860955 9550670 7439309 7832188 7,003478 6174768 5346 058 4517 349

- Other EconomIc ActiVIties 0 0 0 0 0 0 0 0 0

Other ActIVities 80284 89298 142917 601904 633220 795068 956916 1 118764 1 280612

Interest Payments 0 0 0 247 0 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001

Recurring Surplus (Deficit) 18036894 2766415 1793409 1833124 (2067214) (2340676) (2614139) (2887601) (3161063)

Non-recurring Operating Revenues 1 967 545 73746 433026 924340 157081 0 0 0 0
Total

Of which

Non recurrmg Local Operatmg 1 967 545 73746 433026 924340 157081 0 0 0 0
Revenues

Net Operating Surplus (Deficit) 20004440 2840161 2226435 2757464 (1910133) (2340676) (2614139) (2887601) (3161063) 1m
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Table 68 IiPolley Scenario
"lJ..

Actual and Projected Cash Flow 0
:::!'

Polley Scenario Constant 1995 Lei 1993 1994 1995 1996 1997 1998 1999 2000 2001
iD
c..

Recurring Revenues Total 39915556 28681734 18982367 16196259 16438467 16481 501 16524987 16,568934 16613,347 c
Q.

Of which !.

Local Taxes and Fees 9181 712 5233788 754147 1 983384 2013135 2043332 2073982 2105092 2136,668 a
0

Shared NatIonal Tax Revenues 16495216 9944738 16920130 14212874 14425332 14438169 14451 005 14,463842 14476679 0
~

State Operatmg SubsIdIes 14 238 628 13,503 207 1308090 0 0 0 0 0 0
(/I...
AI
::J...
AI

OperatIng ExpendItures Total 21878662 25915319 17188958 14363135 16492546 16778845 17 065144 17351443 17 637742

Of which
General AdminIstratIOn 523596 662026 911288 752520 946366 1039969 1 133573 1227176 1320779
EducatIon 0 0 0 0 0 0 0 0 0
Health 0 0 0 414277 414277 538560 662843 787126 911409
Culture &Sports 2921 652 5107361 6313801 4916917 6612991 7332215 8051 438 8770662 9489885
SocIal ASSIstance 0 0 0 53504 53504 69555 85607 101658 117709
Pubhc Works &Housmg 9588216 6195679 270282 184458 0 0 0 0 0
TransportatIon & Communication 876491313860955 9550,670 7,439309 7832188 7003478 6174768 5346058 4517 349
Other EconomIc ActIVIties 0 0 0 0 0 0 0 0 0
Other ActIVItIes 80284 89298 142917 601 904 633220 795068 956916 1118764 1280612

Interest Payments 0 0 0 247

1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Surplus (Deficit) 18 036 894 2 766 415 1 793 409 1 833124 (54079) (297344) (540157) (782509) (1 024395)

~
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B PROVISION OF INFRASTRUCTURE SERVICES

Organizations ResponsIble for Local Services
For the Judet of Constanta mfrastructure services are provided by two regll

8

The "Regie Autonome de apa canal," RAJA Constanta, provides water and sewerage services In

the county The "Regie Autonome de dromun Sl podun," RAJDP handles road construction and
maintenance In the county

Net Profit (Loss)
The net Income of two regll, RAJA and RAJDP Constanta, as shown In Tables 7A and 78, below,
IS vanable The net operating results of RAJA detenorated In 1996, as a decrease In operatIng
revenues In real terms was not offset fUlly by a corresponding decrease In operating costs
RAJA IS expected to recover In 1997 under present conditIons

Table7A
Net Profit (Loss) - RAJA

Constant 1995 Lei - Thousands

1994 1995 1996 (E) 1997 (P)

Operating Revenues 32,620,549 39,128,711 33,300,046 36,214,379

Operating Costs 30,842,654 37,292,513 32,989,750 33,995,588

Operating Profit (Loss) 1,777,895 1,836,198 310,296 2,218,791

Operating Profit (Loss) Margin 55% 47% 09% 61%

Other Revenues 214,669 233,558 117,970 173,476

Other Costs 15,099 103,010 65,455 58,979

Gross Profit (Loss) 1,977,465 1,966,746 362,811 2,333,288

ProfrVPayroJl Taxes Pard 644,525 601,491 330,051 496,652

Net Profit (Loss) 1,332,940 1,365,255 32,760 1,836,636

The net Income position of RAJDP IS far more positive, with high operating and gross profit
margms ThiS makes the regIe a good candidate for external fmanclng, as net results should
Improve when the regie receives Its share of the Increase In revenues from the surcharge on
gasoline, which went from 5 to 25 percent
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Table 78
Net Profit (Loss) - RAJDP

Constant 1995 Lei • Thousands

1995 1996 (E) 1997 (P)

Operating Revenues 10,086,815 10,088,406 10,087,610

Operating Costs 6,751,627 8,120,968 6,925,791

Operating Profit (Loss) 3,335,188 1,967,438 3,161,819

Operating Profit (Loss) Margin 331% 195% 313%

Other Revenues 86,210 226,409 132,883

Other Costs 94 91 106

Gross Profit (Loss) 3,421,304 2,193,756 3,294,596

Profit/Payroll Taxes Paid 1,300,096 746,565 1,054,271

Net Profit (Loss) 2,121,208 1,447,191 2,240,325

9

•

Net Cash Flow AnalysIs
The Profit and Loss Statement and the Balance Sheet of a local regie or commercial company
that provides essential Infrastructure services to a community present valuable information both
to the managers and to the Local CounCils and other Interested parties such as Investors and
creditors Yet, It IS Important to look beyond the results reported In the Profit and Loss Statement
and Balance Sheet at other results that can be calculated uSing the information available In those
statements

Under the present conditions In the Romanian economy, It IS not unusual to find commercial
companies, including many local regll, with high levels of both accounts receivable and accounts
payable A growing inability to collect payments owed by clients for services provided, reflected
In the Increase In accounts receivable, poses a potential threat to the liqUidity of many
compames, including some of the regll By and large, companies have tried to offset the loss of
cash Implicit In the Increase In accounts receivable by a corresponding Increase In accounts
payable The situation often IS deSCribed as one of "financial blockage" - no-one pays anyone
else ThiS Involves seriOUS riSks It IS not sustainable over time What might happen, for
example, If a large creditor (such as RENEL) demands payment of accumulated bills? In the
absence of a compensating reduction In receivables (an Increase In the collection from ItS
debtors), the commerCial company or regie would face a seriOUS cash problem that might Impair
Its ability to continue to operate normally

The eXisting Situation of "financial blockage" distorts the picture of the financial condition of a
company or regie, as shown In ItS financial statements Assets, as shown by accounts
receivable In the balance sheet, may not be what they seem It IS likely that In the future not all
receivables Will be recovered Consequently, companies should be making proVISions for losses
from bad debts Conversely, liabilities, as shown by accounts payable, may also be Inaccurate
As companies begin to face the obligation to repay accumulated arrears, there IS a potential for
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late payment fees or penalties Therefore, companies (Including regll) which have a high volume
of accounts payable should start IntrodUCing prOVIsions for losses on penalties and litigation

The most Immediate problem, however, IS whether the company 15 generating suffIcient cash to
ensure ItS contmued operatIOns In answermg thIs questIOn, It IS necessary to look beyond the
operatmg results as reported In the Profit and Loss Statement to the Net Cash Flow of the
company By projectmg, for the near future, the level of cash that flows through the company,
the management can predIct the company's cash position at every Instant In time, assess
liqUidity riSks, and prevent unpleasant moments of illiqUidity In the case of the regIe, liqUidIty IS
also a concern for the Judet which has an obligation to prOVIde a reasonable level of

-Infrastrucrure services to the local communrty Barring any force majeure and usrng good sense
In estImating the riSks, the trend In the ending cash POSition can show well m advance when a
liqUidity problem might anse

How We Amve at Net Cash Flow
The purpose of the Net Cash Flow analySIS IS to IdentIfy the sources and uses of cash dunng the
accounting period To do thiS, the analySIS diVides the operations of a company or regie mto
three main actiVity groups that cause assets to change operations, Investments and financing
Begmnrng With net mcome calculated on an accrual basIs the analySIS makes a senes of
adjustments mtended to transform net Income Into cash flow The adjustments are of three
types

• Expenses not InvolVing cash outflows are added back, e 9 depreCiation, deferred taxes,
Increase In accounts payable and m accrued mterest payable,

• Cash outflows not treated as expenses are SUbtracted, e g Increase In Inventory,
diVidends,

• Revenues not Involvrng cash Inflows are subtracted as well, e g mcrease m accounts
receivable and In accrued mterest earned, and gam on sale of property 1

The fIrst actIvIty covered In the analySIS are the IOcome and expenses related to the operatIons of
the company or regIe Most expenses Involve a corresponding outflow of cash DepreciatIOn,
amortizatIon and prOVISIons, however, although deducted as expenses do not require the use of
cash Smce they are a non-cash reduction m net Income, they are added back to adjust the cash
flow from operations The same IS true for the Increase In accounts payable (the difference 15

deducted from net mcome but not yet paid) and the decrease m accounts receivable (Similarly,
thiS IS an mcrease m sales for which the regie has not been paid) In addition, the mcrease m
Inventory IS deducted to reflect the cash used to produce the additional Inventory ThIS part of
the analySIS looks at the trends In accounts payable and accounts receivable, as well as net cash
generated from operations

The final two parts of the analySIS then look at the Impact on net cash flow of mvestment and
fmancmg actIVItIes The fIrst Involves changes In a fIrm's long-term Investments In property,

1 Whatever cash IS generated by the sale of property Will appear on the cash flow statement as
proceeds from the sale of property under the headIng Ucash flow from Investments" The gain (or loss) on
the sale IS the difference between the property's seIling pnce and Its balance sheet value when sold
Because thiS gain IS already part of the line -/+ (purchase)/sale of property, plant or eqUipment, shOWing It
also as part of operatIng actIVities would amount to double-countIng
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plant and eqUipment These actIVIties are not reflected In the Profit and Loss Statement but
represent a use (or a source of) cash 2 Fmancmg actIVItIes Include cash raised from debt
(Inflows) and cash outflows for the diVidends paid 3

11

•
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2 Because of little Information on the changes ,n property plant and equipment, we assumed that
all changes come from revaluation of the assets ThIS IS a change that does not affect either the cash flow
or net Income

3 In the particular case of Romania and the regll, we have also observed the use of unearned
revenues as a way to bridge-finance the shortfall of cash at the end of the year Similarly, thiS IS sometimes
compensated by an Increase In prepaid expenses Both are a masked form of short-term financing



(1,051,810) 237,002 (168,886) (36,000) (33,000)
o 0 0 0 0
o 100,912 (67,611) 0 0

(966,766) (666,470) (16,380) (918318) (595,740)
(2,018,576) (328,556) (252,877) (954,318) (628,740)

67,4893,086,772 256,884 (298,791) (2,445,960)

537,721 2,729,885 1,302,985 870,891 769800

7,794,702 3,645,617 3,209830 1,800,000 1,155,000

(7,896,967) (3,417,708) (3,794,648) (3,780,000) (4,867,500)
317,670 (907,722) (241,165) (72000) (66,000)

2,086,065 3,415,328 509,761 655,527 (1,817,220)

Table 8A
Cash Flow AnalysIs
Constant 1995 lei

RAJA Constanta

Net Income
Cash Flow from Operations

Adjust Net Income to net cash provided by operating activities
Add back DEPRECIATION, AMORTIZATION, PROVISIONS

Adjust for change In assets and lIab""'es
Add back IIlcrease fl AlP and any other payable (including accrued

"abilities and penalties)
Subtract Increase In AIR and any other accrued receIVable
Subtract Increase In any of the INVENTORY

Net Cash Flow from Operations
Cash Flow from Investments

-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments
Cash Flow from Fmancmg

Subtract Increase In PREPAID EXPENSES
Add Increase In UNEARNED REVENUES
Add Increase In CREDITS & LOANS
Subtract DIVIDENDS paid to the owner

Net Cash Flow from Financing
Net Cash Flow for the Period

1994

1,332,940

o

1995

1,365,256

°

1996

32,759

°

1997

1,836,635

o

1998

1,191,481

o
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BEGINING Cash
ENDING Cash

352,033 419,523 3,506,294 3,763,178 3,464,387
419.5~3_ .3.506-,294 __ 3.1'63,178 3,464,387 1,018,427
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(1,227,520) 822 438 0
000
000

(1,060,604) (361,798) (560,081)
(2,288,124) 460,641 (560,081)

45,625 (143,602) 361,943

862,481 705,833 273,609

(726,247) 183,0932 179,820

(1,415,355) (1,545,524) (1,389,979)
(1,414,406) (485,495) (385,025)

2,333,749 (604,243) 922,024

2,121,209

• •

Table 88
Cash Flow AnalysIs

Constant 1996 lei· Thousands

RAJDP Constanta

Net Income
Cash Flow from OperatIons

Adjust Net Income to net cash provided by operating actlvnles
Add back DEPRECIATION, AMORTIZl,TION, PROVISIONS

Adjust for change In assets and IJablll1Ues
Add back ncrease n AlP and any other payable (Including accrued lIabllrtles

and penalties)
Subtract Increase In AIR and any other accrued receIVable
Subtract IIlcrease In any of the INVENTORY

Net Cash Flow from Operations
Cash Flow from investments

-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) I sale of other INVESTM1ENTS

Net Cash Flow from Investments
Cash Flow from Fmancmg

Subtract Increase In PREPAID EXPENSES
Add Increase In UNEARNED REVENUES
Add Increase In CREDITS & LOANS
Subtract DIVIDENDS paid to the owner

Net Cash Flow from Financing
Net Cash Flow for the Period

1995

o

1996

1,447,191

o

1997

2,240,325

o

"TI
:;
J\)
:::l
Q
m

"~
ii'
c..
c
Q.
CD..
2-
oo
:::l
II)

Dr
a
JI)

\f:::.

~
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180,373 36.770 __ ~_98,713
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Net Cash Flow Actual to Date
Trends In Accounts ReceIVable
The accounts receivable of RAJA have Increased sIgnificantly, averaging a growth of
approximately 3 5 bll/Jon lei per year In constant 1995 terms The largest Increase occurred In
1994, when receivables Jumped by 7 9 billion lei Increasingly, pnvate households are the main
debtors In 1996, households accounted for 60 percent of receIvables, as compared to 40
percent In 1994 Arrears In some blocks of flats have reached average levels of 70 to 80 million
lei

The pattern with RAJDP is similar, but far less dramatic Arrears have Increased by about 1 5
billion lei per year

Trends In Accounts Payable
Both regll have offset the Impact of growing receivables by a corresponding Increase In accounts
payable RAJDP provided a positive exceptIon to this trend In 1996 by paying down part of the
accumulated debts In 1996 RENEL, through ItS local SUbsldlanes, accounts for 95% of all
payables owed by RAJA

Net Cash Flow
Because of the parallel Increase In accounts receivable and payable, the net cash flow of both
RAJA and RAJDP generally follows the pattern of net Income RAJA had a positive cash flow
from operations as well a net overall between 1994 and 1996 RAJDP had a negative cash flow
from operatIOns In 1996, which IS explained fully by the decrease of over 700 million lei In
accounts payable While causing short-term cash constraints, thiS was a positive step taken by
the management of the regie

Both regl/ are In reasonable financial conditIon, with a high current ratio and acceptable debt to
asset ratios The conditIOn of RAJDP should continue to Improve when It beginS to receive Its
share of the Increase In the surcharge on the pnce of gasoline, which Jumped from 5 to 25
percent Barnng a Significant Improvement In the collection of payments by water consumers,
RAJA could begin faCing a negative net cash flow as early as 1997

Impact on Finances of the Judet
Tables 9A and 9B, below, shows the flow of funds between the Judet and the two regll, RAJA
and RAJDP Constanta, respectively As Indicated by the figures In the tables, both have made a
net contnbutlon to the budget of the Judet The dlstnbutlon of profits from RAJA to the Judet and
the Judet's share of taxes paid by the regie represented one-third of the Judet's revenues In
1994 The relative weight of the net flow from the regl/ to the Judet has decreased steadily sInce
that date The two together accounted for less than 8 percent of Judet revenues In 1996
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Table9A
Flow of Funds

Judet· RAJA Constanta

1994 1995 1996

From Judet to RAJA Constanta 0 0 0

State SubSidies 0 0 0

Other 0 0 0

From RAJA Constanta to Judet 3,762,667 4,091,544 2,556,893

Income and Sales Tax Revenues 3,096,197 3,408,916 2,540,513

DlstnbutlOn of Profits 666,470 682,628 16,380

Net To (From) Judet 3,762,667 4,091,544 2,556,893

Net as Percent of Revenues (ExpendItures) 337% 100% 38%

Table9B
Flow of Funds

Judet • RAJDP Constanta

1994 1995 1996

From Judet to RAJDP Constanta 0 0 0

State SubsIdIes 0 0 0

Other 0 0 0

From RAJA and RAJDP Constanta to Judet 0 2,761,704 1,483,472

Income and Sales Tax Revenues nla 1,698,010 759,876

Distribution of ProfIts nla 1,063,694 723,596

Net To (From) Judet 0 2,761,704 1,483,472

Net as Percent of Revenues (Expenditures) nla 99% 41%

15



APPENDIX I - DEFINITIONS

1996 CategorylSub Category
Code Recurring Revenues

of whICh
Local Taxes and Fees
Shared NatIOnal Salary Tax Revenues
State Operating Subsidies

Local Taxes and Fees
of whICh

0102 Taxes on Profits of Regn
0302 Taxes and Fees on IndIVIduals
0402 Fees for Use of State Property
0502 Corporate Property Tax
0602 Corporate VehICle Fees
0702 Tax on Revenues from AgrICulture
0802 Other Direct Taxes
1702 Other Indirect Taxes

Shared National Tax Revenues
of whICh

3402 Shared National Salary Tax Revenues

State Operating Subsidies
of whICh

370201 Subsidies for SOCial ASSIStance, Heating & Public Transport

Non-Recurring Revenues
of whICh
Non-ReCUrring Local Operating Revenues
LocalCaproalRevenues
Other Capital Revenues

Non-Recurring Local Operating Revenues
of whICh

1502 Entertainment Fees
2002 DlStnbutlOn from Profll:s of Reg"
2102 Revenues from PublIC Instll:utlOns

• 2202 Other Vanous Revenues
4002 Donations

LocalCapnalRevenues
of which

3002 Proceeds from the Sale of Public Property & HOUSing
4502 Proceeds of Short-term Loans• Other Capital Revenues

of which
370202 State Capll:allnvestment SubSidies
370203 Capital Investment SubSidies from Extemal Loans
4602 Proceeds of Loans from RevolVing Funds•

,g{
•
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Appendix II

Detailed Fmanclal Information on the
Judet of Constanta
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Standard Data Set

Constanta Judet
Line Revenues· Actual at Year End 1993 1994 1995 1996

oTotal Revenues 27213 491 32827084 27808171 36588093
Change m Total Revenues (current year/prevIOus year) 121 085 132

1 Local Taxes and Fees Recurring 4,415758 4,095296 754147 3111930

2 Non Recurnng Local Operatmg Revenues 946251 57704 433026 1450290

3 Local Capital Revenues 1 781 928 0 34537 0

4 Of"h,ch Proceeds from the sale ofpublIC property 8264 0 2454 0

5 Shared NatIOnal Tax Revenues 7933039 7781485 16920130 22300 000

6 State Operatmg SubsIdIes 6847779 10565890 1308090 0

7 Other Capital Revenues 5,288736 10 326 709 8358241 9725873

8 Total Recurnng Revenues (Lme J+5+6) 19196576 22442,671 18982367 25411 930
Change m Recurrmg Revenues (current year/prevIous year) 117 085 134

9 Total Non Recllrnng Revenues (LIne 2+3+7) 8,016915 10 384 413 8825804 11 176163
27213 491 32827084 27808 171 0

10 Venfy Lme 0 =Sum (Lme 8+9) OK OK OK OK

Revenues - Imhal Approved Budget 1993 1994 1995 1996

11 Total Relenue Budget 27552942 35,637067 31,840505 39023450

12 Local Relenues and Fees 4396800 5464 715 1821000 4532150

13 Shared NatIOnal Tax Revenues 7934442 7812952 16920130 20200000

14 State Operatmg SubSIdIes 6981000 11215500 1347465 0

15 ReCUrring Relenue Budget (LIne J2+J3+14) 19312242 24493 167 20088595 24732150

~
~

Data m th(lu~and lei Page 1 3/3/97
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Constanta Judet
Expenditures - Actual at Year End

16 AdnulllStratrve Expenses General Adm,lllSlrat,on

17 Subsubes and TransfeTS General Adnumstrahon

18 Capital El:pendllUres General AdmllllStrallon

19 AdnulUSlratne Expenses Educal/on

20 Subsuues and Transfers Education

21 CapItal El:pendllures EducatIOn

22 AdnulUStratlve El:penses Health

23 Subsubes and Transfers Health

24 CapItal El:pendltures Health

25 AdnulllStrattve El:penses Culture & Sports

26 Subsuhes and Transfers Culture & Sports

27 Capl1al El:pendltures Culture & Sports

28 AdnulUStratrve El:penses SOCial AssIStance

29 Subsubes and Transfers SOCial Asststance

30 Capital El:pendltures SoclllI AssIstance

31 Adnunlstral/\ e Expenses Publrc Works' & Houstng

32 Subsubes and Transfers PubliC Works & Housing

33 CapItal Ewentbtures Public Works & Housmg

34 Adtmlllstratne El:penses TransportatIon & Commumcatron

35 Subsuues and Transfers TransportatIOn & CommumcatlOn

36 Caprtal El:pendllures Transportal/on & Commumcahon

37 Admlnlstrallte El:penses Other EconomIc ActlVltres

38 Sub.~uues and Transfers Other EconomIc Actlvttres

39 CapItal Etpentblures Other Economic ActlulJes

40 AdnulllStratrve Expenses Other Actnltles

41 Subsuues mid Transfers Other AcllvlIlcs

42 Capital El:pendltures Other Actnltles

Operating Expenditures by Chapter
43 General AdmInistratIOn Oper Exp (Line 16+17)

44 EducatIOn Oper Exp (Lrne 19+20)

45 Health Oper Exp (Llnc 22+23)
46 Cultl/re & Sports Oper Exp (Lme 25+26)

47 SOCIal Assistance Opa Exp (Line 28+29)

48 PublIC "orks & Housmg Oper Exp (Lme 31+32)

4') TransportatIon & CommunicatIOn Oper Exp (Lme 34+35)

50 Other Fconomlc ActIVItIes Oper Exp (Lrne 37+38)

51 Other AC!nltles Oper Exp (Ltne 40+41)

Data In thousand lei

Standard Data Set

191)3
251813

o
22693

o
o
o
o
o
o

172 894
1,232215

237568
o
o
o
o

4611 258
5206056
1872 487
2342820
1095047

o
o
o

38611
o
o

251 813

o
o

1405109
o

4611 258
4215307

o
38611

Page 2

1994
518017

o
54687

o
o
o
o
o
o

3793815
202495

I 080212
o
o
o

244 006
4603943
9499259
4083001
6762817
2062091

o
o
o

69873
o

16841

518017

o
o

3996370
o

4847949
10 845818

o
69873

191)5
911 288

o
49143

o
o
o
o
o
o
o

6313 801
o
o
o
o

270282
o

6414501
6700 000
2850670
3928800

o
o
o

142917
o

226769

911288
o
o

6313 801
o

270282
9550670

o
142917

199,6
1 180704

o
87,087

o
o
o

650000
o
o
o

7,714642
584077
83948

o
9948

289414
o

9325870
11672 276

o
3114866

o
o
o

944 387
o

298544

1 180704

o
650000

7714642
83948

289414
II 672 276

o
944 387
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Constanta Judet

• • •

Standard Data Set

•

Expenditures - Actual at Year End 1993 1994 1995 1996
52 Total Operating expenditures (Line 53+54+55) 10522098 20278027 17188958 22,535618

Of which Change In Operabng Expenditures (current year/prevIOus year) 193 085 1 31
53 Total AdminIStrative Expenses (Line 16+19+22+25+28+31+34+37+40) 2335805 8708772 8024487 14820729
54 Total Subsidies & Transfers (LIne 17+20+23+26+29+32+35+38+41) 8186293 11569255 9164 471 7714642
55 Interest Payments 0 0 0 247

56 Total Capital expenditures (LIne 18+21+24+27+30+33+36+39+42)

57 Other P(1)ments (une 58+59+60)

Of which
58 Principal Repayments
59 Set ASide for Reserves
60 DistributIOn ofSurplus

61 Total Anmwl Debt Service (Prlnclpal+lnterest Payments)

62 Total Expenditures

63 Venfy Lme 62 =Sum (Lme 52+56+57)

Expenditures - Imhal Approved Budget

64 Operating Expendilltre Budget

65 Capital &pendlture Budget

Other Non-Fmanctal Data

6561364 12713090 10 619,213 14020392

0 0 0 32083

0 0 0 32083
0 0 0 0
0 0 0 0

0 0 0 32330

17083462 32,991 117 27808171 36588,093
17083462 32,991 117 27808 171 0

OK OK OK OK

1993 1994 1995 1996

10 573 072 21677 833 17890505 0

6584900 13,966650 13 950 000 0

~
~

66 Total Local Government Emplo}ees (Municipal or Judet)

67 Total PopulatIOn (MllnIClpallt> or Judet)

68 Year to Year InflatIOn

69 Deflator (Base Year = 1995)

Data In thousand leI

o

396360

2960%

208

Page 3

o

398866

627%

128

o

398570

278%

100

162

400292

569%

064
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Indicators

Constanta Judet
Fmancml Performance Indicators 1993 1994 1995 1996
Kev Revenue IndIcators

1 - Recurrmg RevenuesfTotal Revenues 071 068 068 069
2 - Shared NatIOnal Tax Revenues/Recurrmg Revenues 041 035 089 088
3 - State Operating Subsldles/Recurrmg Revenues 036 047 007 000
4 Local Taxes &Fees/Recurnng Revenues 023 018 004 012
5 Proceeds from Asset SalesITotal Revenues 000 000 000 000

Key ExpendIture IndIcators
6 Total ExpendItures Per CapIta (1000 leI) 4310 8271 6977 9140
7 Operatmg ExpendItures Per Capita (1000 leI) 2655 5084 43 13 5630
8 Operatmg ExpendlturesfTotal ExpendItures 062 061 062 062
9 Capital ExpendlturesfTotal Expenditures 038 039 038 038

Ke) IndIcators ofNet Results
10 - Total Expendltures!Total Revenues 063 100 100 100
11 Operating Expendltures/Recurrmg Revenues 055 090 091 089
12 ReCllrnng Surplus/Shared NatIOnal Tax Revenues 109 028 011 013
13 - Recurrmg SurpluslLocal Taxes & Fees 196 053 238 092

Kev Actllal to Budget Performance IndIcators
14 - Actual Re~enues/InltlalRevenue Budget 099 092 087 094
15 Actual Recurring Re~enues/lnltlalRecurring Revenue Budget 099 092 094 103
16 Actual Local Taxes and Fees/Local Taxes and Fees Budget 100 075 041 069
17 AClual Shared NatIOnal Tax Re~enueslNatlOnal Tax Budget 100 100 100 110
18 Actual Erpendltures/lmtlal Expenditure Budget 100 093 087 #DIV/O'
19 Actual Operatmg Etpendltltres/Inl1lal Operatmg ExpendIture Budget 100 094 096 #DIV/O'
20 Actllal Capital Expendltures/lnl1lal Capital Etpendlture Budget 100 091 076 #DIV/O'

~

Data In lhou<;and leI Page 4 3/3/97



• • •

Indicators

Constanta Judet
Key Relauve Performance Indicators 1993 1994 1995 1996

21 Change m Recurrmg Revenues /Change m Total Revenues n/a 097 100 102
22 - Change m Operatmg Expenditures/Change m Recurrmg Revenues n/a 165 100 098

Key Debt Service Indicators
23 Total Annual Debt ServlCe/Recurrmg Revenues 000 000 000 000
24 Interest PaymentS/Recurring Revenues 000 000 000 000
2S - Total Annual Debt Servlce/Recumng Surplus before Interest Payments 000 000 000 001
26 Max Future Debt Senlce!Recurrmg Surplus before Interest Payments 1 19 449 542 000

Operatmg ETpendlture IndIcators by Chapter (/000 lei)
27 General AdmInistratIOn Expenditures/Per CapIta 064 130 229 295
28 EducatIOn Expenditures/Per Capita 000 000 000 000
29 - Health ExpendItures/Per Capita 000 000 000 162
30 - Culture & Sports Expenditures/Per Capita 355 1002 1584 1927
31 SOCIal AssIStance Expenditures/Per CapIta 000 000 000 021
32 - PublIC Works & Housmg Expenditures/Per Capita 11 63 1215 068 072
33 - TransportatIOn Expenditures/Per Capita 1064 2719 2396 2916
34 - Other EconomIc Expenditures/Per Capita 000 000 000 000
3S - Othet Elpendltll1eS/Per Capita 010 018 036 236

Operatmg ETpendlture IndIcators by Chapter (Constant 1995. 1000 Lei) 1993 1994 1995 1996
36 - General AdmInistratIOn ExpenditureS/Per Capita 132 166 229 188
37 - EducatIOn Expenditures/Per CapIta 000 000 000 000
38 Health Expenditures/Per Capita 000 000 000 103
39 Culture & Sports Expenditures/Per CapIta 737 1280 1584 1228
40 SOCIal AssIStance Expenditures/Per Capita 000 000 000 013
41 Pubilc Works & Housmg ExpendItures/Per Capita 2419 1553 068 046
42 - TransportatIOn ExpenditureS/Per Capita 2211 3475 2396 1858
43 - Other EconomIc ExpendItures/Per Capita 000 000 000 000
44 - Other ETpendltureS/Per Capua 020 022 036 150

~

Data In thousand leI Pdge5 3/3/97



Indicators

Constanta Judet

Actual Net Operatmg Results 1993 1994 1995 1996
Recurring Revenues Total 19,196,576 22,442,671 18,982,367 25,411,930
Of whIch
- Local Taxes and Feer 4,415,758 4,095,296 754,147 3,111,930
- Shared Natronal Tax Revenues 7,933,039 7,781,485 16,920,130 22,300,000

State Operatmg SubsIdIes 6,847,779 10,565,890 1,308,090 0

Operating Expenditures Total 10,522,098 20,278,027 17,188,958 22,535,618
Of whIch

General AdminIstratIOn 251,813 518,017 911,288 1,180,704
Educatron 0 0 0 °Health 0 0 0 650,000
Culture & Spons 1,405,109 3,996,370 6,313,801 7,714,642

- SOCial AssIstance 0 0 0 83,948
PublIC Works & Housmg 4,611,258 4,847,949 270,282 289,414
TransponatlOn & Communlcatwlt 4,215,307 10,845,818 9,550,670 11,672,276
Other Economic ActlHtles 0 0 0 0
Other ActlvltleS 38,611 69,873 142,917 944,387

Interest Payments 0 0 0 247

Recurring Surplus (Deficit) 8,674,478 2,164,644 1,793,409 2,876,312

Non-recurring Operating Revenues Total 946,251 57,704 433,026 1,450,290
Of whIch

Non rewmng Local Operatmg Revenues 946,251 57,704 433,026 1,450,290

Net Operating Surplus (Deficit) 9,620,729 2,222,348 2,226,435 4,326,602

~

~
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IndIcators

Constanta Judet
1993 1994 1995 1996

Capital Revenues Total 7,070,664 10,326,709 8,392,778 9,725,873
Of whIch

Local CapItal Revenues 1,781,928 ° 34,537 °State CapItal SubsIdIes 5,288,736 10,326,709 8,358,241 9,725,873

Total Funds Available for Investments 16,691,393 12,549,057 10,619,213 14,052,475

Capital Expenditures Total by Chapter 6,561,364 12,713,090 10,619,213 14,020,392
General AdmmlstratlOn 22,693 54,687 49,143 87,087
EducatIOn ° ° ° 0
Health ° ° ° °Culture & Sports 237,568 1,080,212 ° 584,077
'5actal ASSIstance ° ° ° 9,948
Publlc Works & HOl/smg 5,206,056 9,499,259 6,414,501 9,325,870
TransponatlOn & CommUnicatIOn 1,095,047 2,062,091 3,928,800 3,714,866
Other EconomIc Actlvltles ° ° ° °Other ActlHlles ° 16,841 226,769 298,544

Overall Surplus (DeficIt) 10,130,029 (164,033) ° 32,083

Minus Other Payments Total ° ° 0 32,083
Ofwhtch
Pnnclpal Repavments ° ° ° 32,083
Set ASldeJor Resenes ° ° 0 0
DIstributIOn ofSurplus 0 ° 0 0

Venfy Overall Surplus (DefiCIt) mmus Other Payments == 0 Error Error OK OK

•

~
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Indicators

Constanta Judet
Actual Net Operatmg Results - Constant 1995 lei 1993 1994 1995 1996
Recurring Revenues Total 39,915,556 28,681,734 18,982,367 16,196,259
Of whIch

Local Taxes and Fees 9,181,712 5,233,788 754,147 1,983,384
- Shared NatIOnal Tax Revenues 16,495,216 9,944,738 16,920,130 14,212,874
- State Operateng Subsidies 14,238,628 13,503,207 1,308,090 0

Operating Expenditures Total 21,878,662 25,915,319 17,188,958 14,363,045
Of whIch

General AdmenlstratlOn 523,596 662,026 911,288 752,520
- EducatIOn 0 0 0 0

Health 0 0 0 414,277
- Cultllre & Sports 2,921,652 5,107,361 6,313,801 4,916,917

Socwl Assistance 0 0 0 53,504
- PubliC Works & Housrng 9,588,216 6,195,679 270,282 184,458

TransportatIOn & CommunicatIOn 8,764,913 13,860,955 9,550,670 7,439,309
Other Economic ActiVities 0 0 0 0
Other Actnlttes 80,284 89,298 142,917 601,904

Interest Payments 0 0 0 157

Recurring Surplus (Denclt) 18,036,894 2,766,415 1,793,409 1,833,214

Non-recurring Operating Revenues Total 1,967,545 73,746 433,026 924,340
Of whIch

Non recurrmg Local Operateng Re~enues 1,967,545 73,746 433,026 924,340

Net Operating Surplus (Denclt) 20,004,440 2,840,161 2,226,435 2,757,554

~
~
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IndIcators

Constanta Judet
1993 1994 1995 1996

Capital Revenues Total 14,702,074 13,197,534 8,392,778 6,198,772
Of whIch
- Local CapItal Revenues 3,705,174 0 34,537 0
- State CapItal SubsIdIes 10,996,900 13,197,534 8,358,241 6,198,772

Total Funds Available for Investments 34,706,514 16,037,695 10,619,213 8,956,326

Capital Expenditures Total by Chapter 13,643,084 16,247,329 10,619,213 8,935,878
General AdminIstratIOn 47,186 69,890 49,143 55,505
EducatIOn 0 0 0 0
Health 0 0 0 0

- Culture & Sports 493,977 1,380,511 0 372,261
Social ASSIstance 0 0 0 6,340

- PublIC Works & HOI/Sing 10,824,983 12,140,053 6,414,501 5,943,830
TransportatIOn & CommunicatIOn 2,276,938 2,635,352 3,928,800 2,367,665
Other EconomIc Actnrtres 0 0 0 0
Other ActlHtles 0 21,523 226,769 190,277

Overall Surplus (DefiCit) 21,063,430 (209,634) 0 20,448

~ Data In thousand leI

~-"
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PrOjectIons

Constanta Judet
Actual and ProJected Cash Flow
Current Trends - Constant 1995 Lei 1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Revenues Total 39915556 28681734 18982367 16 196259 14425332 14438169 14451005 14463842 14476679
Of which

Local Taxes and Fees 9181 712 5233788 754147 1983384 0 0 0 0 0
Shared National Tax Revenues 16495216 9944738 16920130 14212874 14425332 14438169 14451005 14463842 14476679
State Operating Subsidies 14238628 13503207 1308090 0 0 0 0 0 0

Operating Expenditures Total 21878662 25915319 17188958 14363135 16492546 16 n8 845 17065144 17351443 17 637 742
Of which

General Admwstratlon 523596 662026 911288 752520 946366 1039969 1133573 1227176 1320n9
Education 0 0 0 0 0 0 0 0 0
Health 0 0 0 4142n 4142n 538560 662843 787126 911409
Culture & Sports 2921652 5 107361 6313801 4916917 6612991 7332215 8051438 8 no 662 9489885
Social Assistance 0 0 0 53504 53504 69555 85607 101 658 117709
Public Works & Housing 9588216 6195679 270282 184458 0 0 0 0 0
Transportation & CommUnication 8764913 13860955 9550670 7439309 7832188 7003478 6174768 5346058 4517349
Other Economic ActiVities 0 0 0 0 0 0 0 0 0
Other ActIVities 80284 89298 142917 601904 633220 795068 956916 1118764 1280612

Interest Payments 0 0 0 247 0 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Surplus (Deficit) 18036894 2766415 1793409 1833124 (2067214) (2340676) (2614139) (2887601) (3161 063)

Non recurring Operating Revenues Total 1967545 73746 433026 924340 157081 0 0 0 0
Of whIch

Non recurring Local Operating Revenues 1967545 73746 433026 924340 157081 0 0 0 0

Net Operating SurplUS (Deficit) 20004440 2840 161 2226435 2757464 (1 910 133) (2340676) (2614139) (2887601) (3161 063)

~
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PrOjectIons

Constanta Judet
Actual and Projected Cash Flow
Polley Scenario Constant 1995 Lei 1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Revenues Total 39915556 28681734 18982367 16196259 16438467 16481 501 16524987 16568934 16613347
Of which

Local Taxes and Fees 9 181 712 5233788 754147 1983384 2013 135 2043332 2073982 2105092 2136668
Shared National Tax Revenues 16495216 9944738 16920130 14212874 14425332 14438169 14451005 14463842 14476679
State Operatmg SubSidies 14238628 13503207 1308090 0 0 0 0 0 0

Operating Expenditures Total 21878662 25915319 17188958 14363135 16492546 16778845 17065144 17351443 17637742
Of whIch

General Admmlstratlon 523596 662026 911288 752520 946366 1039969 1 133573 1227176 1320779
Education 0 0 0 0 0 0 0 0 0
Health 0 0 0 414277 414277 538560 662843 787126 911409
Culture &Sports 2921652 5107361 6313801 4916917 6612991 7332215 8051438 8770662 9489885
Social ASSistance 0 0 0 53504 53504 69555 85607 101658 117709
PubliC Works &Housmg 9588216 6195679 270282 184458 0 0 0 0 0
TransportatIon &Communlcaflon 8764913 13860955 9550670 7439309 7832188 7003478 6174768 5346058 4517349
Other Economic ActiVities 0 0 0 0 0 0 0 0 0
Other ActiVities 80284 89298 142917 601904 633220 795068 956916 1118764 1 280612

Interest Payments 0 0 0 247

1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Surplus (DeficIt) 18036894 2766415 1793409 1833124 (54079) (297344) (540157) (782509) (1 024395)

~
~
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PrOjectIons

Constanta JUdet
Polley Scenario Assumptions 1993 1994 1995 1996 1997 1998 1999 2000 2001
Percent (%) Change In Real Terms by Year
Recurring Revenues Total
Of which

Local Taxes and Fees nla nla nla 0015 0015 0015 0015 0015
Shared NatIonal Tax Revenues nla nla nla
State Operatmg SubsIdIes nla nla nla

Operating Expenditures Total
Of which

General Admmlstrafron nla nla nla
EducatIOn nla nla nla
Health nla nla nla
Culture & Sports nla nla nla
SocIal AssIstance nla nfa nla
PublIC Works &Housmg nfa nfa nfa
TransportatIon &Commumcatlon nla nla nla
Other Economrc ActIVitIes nla nla nla
Other ActIVItIes nfa nla nla

Do you think that changes In policy may create new trends for future revenues and expenditures? It so enter In decimal form what you esbmate to be the percent change- In real t
not Inflationary change You can enter poslbve or negative percents for each category of revenues and expenditures In the above sectIOn These percents will modify the projectIOn
In the policy scenano secllon If no percent IS entered the value In the policy scenarIo will be the same as that In the computer trends II zero is entered the value of that category
will be the same as In the prevIous year (In constant lei) You can compare the projections made by the computer In the trend section With your projections In the polley scenano

Pnnclpal Interest Rate ferm (In Years Fx Rate
Assume Loan

~

Inferest Payments

Data In thousand lei

nfa nfa nfa nfa

PageS 4/1/97
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Net Cash Flow AnalysIs

Constant 1995 Lei

RAJDP Constanta 1995 1996 1997 1998

Net Income 2,127,3819 1,447,191 2,240,325 3,295,811

Cash Row from Operations
Adjust Net Income to net cash provided by operating activities

Add back DEPRECIATION, AMORTIZATION, PROVISIONS 862,481 705,833 273,609 241,849
Adjust for change in assets and liabilities

Add back Increase In AlP and any other payable (lneludlng accrued
liabilities and pena~les) 2,179,820 (726,247) 183,093 245,728

Subtract Increase In AIR and any other accrued receIvable (1,415,355) (1,545,524) (1,389,979) (1,581,222)
Subtract Increase In any of the INVENTORY (1,414,406) (485,495) (385,025) (529409)

Net Cash Flow from Operations 2,339,928 (604,243) 922,024 1,672,757

Cash Flow from Investments
-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments 0 0 0 0
I

Cash Flow from Fmancmg
Subtract Increase In PREPAID EXPENSES (1,227,520) 822,438 0 0
Add Increase In UNEARNED REVENUES 10 0 0 0
Add Increase In CREDITS & LOANS 10 0 0 0
Subtract DIVIDENDS paid to the owner (1,063,6Q4) (361,798) (560,081) (1,647,905)

Net Cash Flow from Financing (2,291,2114) 460,641 (560,081) (1,647,905)

Net Cash Flow for the Perrod 48,7114 (143,602) 361,943 24,852
BEGINING Cash 134,7~18 183,462 39,860 401,803

ENDING Cash 183,4E,2 39,860 401,803 426,655

8
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Data In thousand lei

Profit and Loss

TOTA11995 TOTAl1996 TOTA11997 TOTAL1998

FINANCIAL RESULTS RAJDP Constanta 100 067 036 033

I Revenues trom goods (merchandise) sold

2 Revenues Irom Core Actlvriy 9898578 9876146 9667362 12953794

3 Turnover 9898576 9876146 9667362 12953794

4 or <5> InventOries evaluated 186660 210322 198491 237174

6 Assets In Process evaluated

7 Total Production 10065236 10066469 10065853 t3 190 988

6 SubventIOns tor Core ActlV~y

9 Other Revenues 15n 1937 1757 1847

10 Rev trom ProvIsIOns lor Core Actlvrty

11 Tota' Revenue. Core Activity 10086615 10086406 10067610 131928t5

12 MerchantdlSe

13 Raw Materials 2217397 2385136 2607091 3338739

14 Cansumables 1018988 1712178

15 Energy and Water 33089 55423

16 Other Matenals 11 089 15531

17 Total Matenals 3260563 4168268 3724415 4769626

18 Other Costs 1095640 1020127 1057883 1 164 230

19 Taxes 26254 55734 40994 46 714

20 Pernannel 1115079 1823809 1280223 1592228

21 Labor Burden 371680 54723t 546 667 682383

22 Total Pernonnel 1486739 2171 040 1828689 2274611

23 Other Operational Costs
24 Depreclallon for core achvriy 862431 705799 273609 241849

25 Total Coat:a for Core Activity 8751627 8120968 6925791 6499030

26 or <27> Profit or <La..> Core Activity 3335188 1967438 3161619 4693765

34 Total Financial Revenuee 36455 100650 68653 69050

36 Interest Expense
40 Amortization I ProVISIOns lor Losses

41 Total Financial Coat. 44 58 73 72

42 or <43> Profit or <La..> Financial Acllvlty 36411 100792 66580 88976

44 or ",45> Current Profl1 or ",Loee> 3371599 2068230 3230399 4782783

46 ExtraordlnlrY Revenue. 49755 125559 64231 64040

account 671 + 672 Exlraordlnary Costs I

alc 687 AmortISatIOn I PrOVISIOns lor E. Losses 50 34

47 Extraordinary eo"te Total 50 34 34 22

48 or <49> Extraordinary Profit or <Los"" 49 705 125526 64197 64018

52 or <53> Grose Profit or <Los.,. 3421304 2193756 3294596 4846 780

54 Incorne Tax 1300 096 156911 1054271 1550970

55 Prepaid Tax 569654

56 or <57> Net Pro'" or <Loa.,. 2121209 1447191 2240 325 3295811

Page 2 3/7/97
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Financial Ratios
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~

RAJDP Constanta 1995 1996 1997 1998

Vulnerability 1)

Subsidies cover of CF from Operations 2) 00% neg CF 00% 00%
Subsidies cover of Payroll 2) 00% 00% 00% 00%

w/out labor burden 2) 00% 00% 00% 00%
Net CF from Ops as % of Payroll 1570% neg CF 504% 735%

w/out labor burden 2093% neg CF 504% 735%
Net CF from Ops as % of Raw Materlals+
Consumables 721% neg CF 354% 501%

Profitability

• Operating Profit Margin 331% 195% 313% 356%

• Gross Margin 339% 217% 327% 367%

Leverage

• debt to assets 169% 163% 272% 297%
w/out AlC Rec 241% 229% 445% 549%

• debt to revenues ( core actlv) 246% 140% 190% 200%
w/out subsidIes 2) 246% 140% 190% 200%

• net CF % of TOTAL LIABILITIES 21% neg CF 68% 53%

LIqUidity

• current ratio 1716% 5398% 7398% 7863%

Tyrns (davs) 360

• collecUon perIod 59 91 99 113
• days sales In cash 37 1 14 12
• payable perIod 11 24 52 58

Others

• raw materials % of total costs 479% 505% 376% 393%

• sal % of total costs 165% 200% 264% 268%
• subsidies % of total costs 2) 00% 00% 00% 00%
• subsidies % of turnover 2) 00% 00% 00% 00%

3 3/25/97



Net Cash Flow AnalysIs
Constant 1995 lei

RAJACO Constanta 1994 1995 1996 1997 1998

Net Income 1,332,940 1,365,256 32,759 1,586,635 1,191,481

Cash Flow from Operations
Adjust Net Income to net cash provided by operating activities

Add back DEPRECIATION, AMORTIZATION, PROVISIONS 537,721 2,729,885 1,302,985 870,891 769,800
Adjust for change In assets and liabilities

Add back Increase In AlP and any other payable (including accrued
liabilitIes and penalties) 7,794,702 3,645,617 3,209,830 1,800,000 1,155,000

Subtract Increase In AIR and any other accrued receIVable (7,896,967) (3,417,708) (3,794,648) (3,780,000) (4867,500)
Subtract Increase In any of the INVENTORY 317,670 (907,722) (241,165) (72,000) (66,000)

Net Cash Flow from Operations 2,086,065 3,415,328 509,761 405,527 (1,817,220)

Cash Flow from Investments
-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) / sale of olther INVESTMENTS

Net Cash Flow from Investments ° ° ° 0 °
Cash Flow from Fmancmg

Subtract Increase In PREPAID EXPENSES (1,051,810) 237,002 (168,886) (36,000) (33,000)
Add Increase In UNEARNED REVENUES 0 0 ° 0 0
Add Increase In CREDln) &LOANS 0 100,912 (67,611) 0 0
Subtract DIVIDENDS paid to the owner (966,766) (666,470) (16,380) (793,318) (595,740)

Net Cc3lsh Flow from Fmancmg (2,018,576) (328,556) (252,8n) (829,318) (628,740)

Net Cash Flow for the Period 67,489 3,086,772 256,884 (423,791) (2,445,960)
BEGINING Cash 352,033 419,523 3,506,294 3,763,178 3,339,387

I ENDING Cash 419,523 3,506,294 3,763,178 3,339,387 893,427

-­<:::::'"
\$;

Data In thousand leI 1 3/6/97
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Data In thousand lei

TOTAL 1994 TOTAL1995 TOTAL1996 TOTAL1997 TOTAL1998

FINANCIAL RESULTS RAJACO Constanta 134 100 067 036 033

1 Revenues from goods (merchandise} sold 16090 6045 13707

2 Revenues from Core Actlv~y 32362152 36026n9 32449941 35236360 36326576
3 Turnover 32382152 38026n9 32 466031 35246 405 38340285

4 or <5> Inventones evaluated

6 Assets In Process evaluated 19662 624648 561690 603169 638165
7 Total Production 32402033 38651426 33031832 35841529 36964743

8 Subventions for Core Acllvrty

9 Other Revenues 216515 4n285 252324 364605 323930

10 Rev Irom PrOVISIOns for Core Actlvrty

II Tota'Revenues Core Activity 32620549 39128711 33300048 36214379 37302380

12 MerchantdlSe 12241 4111 6650 8381 8306

13 Raw Matenals

14 Consumables 1270991 1921394 20061n

15 Energy and Water 19239920 20786659 18n8665 19723395 20742361

16 Other Matenals 84912 210648 126224

17 Total Matenals 20595823 22918702 20911065 21914863 23047067

18 Other Costs 1093890 1173281 1189696 11814B8 1281393

19 Taxes 368332 341792 170835 256213 223402
20 Personnel 6143140 7650 178 7026854 8830090 7221537

21 Labor Burden 2085340 2465833 2369878 2927181 3094945

22 Total Personnel 6228480 10115611 9398732 9757272 10316482
23 Other Operational Costs 8187 8931 7987 6459 8843
24 DepreCiation lor core acllvdy 537721 2729 865 1302985 870891 769600

25 Tota' Coata for Core Activity 30642654 37292513 32 989 750 33995566 35855296

26 or <27> Profit or <Lou> Core Activity 17n895 1836198 310296 2218791 1647084

34 Tota' Flnancla' Revenuea 188308 226023 110561 168292 145 793

38 Interest Expense 34 699
40 Amort,zallon I PrOVISIOns for Losses

41 Total FinancIal Coata 34 699 366 603

42 or <43> Profit or <Loaa> Financial Activity 186308 225989 109662 167926 145190

44 or <45> Current Profit or <Loaa> 1966202 2062187 420158 2386716 1792274

46 Extraordinary Revenues 26362 7535 7409 5184 4651

account 671 +672 Extraordinary Costs I 15099 102976 64756
ale 667 AmortISatIOn I PrOVISIOns lor Ex Losses

47 Extraordinary eosta Tofll 15099 102976 64756 58612 44748

48 or <49> Extraordinary Profit or <La...> 11263 (95441) (57347) (53429) (40 097

52 or <53> Gross Profit or <Loaa> 19n465 1966 747 362811 2333287 1752 t78

54 Income Tax 644525 601491 496652 560697
55 Prepaid Tax 33005t

56 or <57> Net Pro," or <Losa> 1332940 1365256 32759 1836635 1191461

Page 2 3/7/97
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Financial Ratios

RAJACO Constanta 1994 1995 1996 1997 1998

Vulnerability

Subsidies cover of CF from Operations 00% 00% 00% 00% neg CF
Subsidies cover of Payroll 00% 00% 00% 00% 00%

w/out labor burden 00% 00% 00% 00% 00%
Net CF from Ops as % of Payroll 254% 338% 54% 67% negCF

w/out labor burden 340% 273% 73% 96% negCF
Net CF from Ops as % of Energy & Water 145% 164% 27% 33% negCF

Profitability

" Operating Profit Margin 55% 47% 09% 61% 44%
" Gross Margin 6 1% 50% 1 1% 64% 47%

Leverage

" debt to assets 25% 34% 55% 72% 84%
w/out AlC Rec 25% 35% 58% 78% 96%

" debt to revenues ( core actlv) 270% 310% 352% 232% 243%
w/out subsidies 270% 310% 352% 232% 243%

• net CF % of TOTAL LIABILITIES 1 0% 299% 15% neg CF 37%

Liquidity

" current ratio 1189% 1202% 1269% 1449% 1829%

Turns (days) 360

• collecUon period 88 104 111 94 132
" days sales In cash 17 14 15 5 1
" payable period 85 96 110 76 78

others

"energy & water % of total costs 624% 557% 569% 580% 582%
" sal (W/out burden) % of total costs 199% 205% 213% 201% 203%
" subsidies % of total costs 00% 00% 00% 00% 00%
" subsidies % of turnover 00% 00% 00% 00% 00%

3 3/25/97
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Introduction
USAID and the EBRD have been cooperating with the Government of Romania In the early
development of a work plan to assist In creating a MUnicipal Credit FacIlity (MCF) that would lend
to general purpose local governments (judets and municipalities), as well as local service
enterpnses (reglJ) to finance Investments In Infrastructure The initial phase of that work plan
Involves an assessment of the eXisting legal and policy framework as It affects the stability of
Intergovernmental transfers and the ability of local governments to manage their own finances
and to borrow It also Includes an analysIs of the current financial conditIOn of general purpose
local governments In four urban regions to assess the credit worthiness of mUnicipalities and
Judets, as potential borrowers from the MCF

This Financial Profile of the MUniCipality of Constanta was prepared as part of a broader analysIs
of the financial condition and financial management capacity of a muniCipality and a Judet In each
of four urban regions In Romania (Bihar, Constanta, Dambovlta and Maramure~), as well as that
of the corresponding reglJ that proVide water, waste water, transport, solid waste and heating
services In those regions The analysIs Will contnbute to an understanding of the Issues that
might constrain the partiCipation of mUnicipalities In the MCF

The first part of the analysIs looks at the financial condition of the MUniCipality of Constanta,
based on the actual results for the penod from 1993 to 1996 The final section of the analysIs
attempts to look at the future financial condition of Constanta through the year 2001, although
such projections should be conSidered as Illustrative given the current state of flux of laws and
regUlations governing local government finances In Romania The final part of the analysIs looks
at the financial condition of the reglJ that proVide local Infrastructure services In Constanta

A FINANCIAL ANALYSIS

Overall Results
The overall financial results of the MUniCipality of Constanta for the penod from 1993 to 1996, as
shown In Table 1, have evolved steadily from a small surplus In 1993 to a balanced budget In
1996 These are reasonable and POSitive results

However, these results by themselves reveal little else about the finances of the MUniCipality of
Constanta The followrng sections of thiS Frnanclal Profile Will attempt to prOVide greater InSights
Into the financial condition of the MUniCipality

Table 1
Overall Results

(Thousands of Lei)

1993 1994 1995 1996

Total Revenues 5,045,571 11,152,131 40,982,978 66,521,422

Total ExpendItures 5,003,397 11,130,230 40,977,974 66,521,422

Overall Surplus (DefiCit) 42,174 21,901 5,004 0
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Net Operating Results
This section of the analysIs looks at net operating results This IS different than the overall
surplus or deficit, shown above, which JUdets and mUnicipalities currently calculate That
analysIs looks at the difference between all revenues and all expenditures Net operating results
look only at the difference between non-Investment (or operating) expenditures and non-capital
(or operating) revenues

The calculation uses the standard Income and expense data reported by JUdets and
mUnicipalities In Annexes 12 and 14 of their quarterly and annual financial statements These
forms Include all revenues and expenditures by line Item for any given year, including bUdget and
actual information The calculation of the net operating results first requires Identifying and
claSSifying those expenditures related to the cost of admInistering the MUniCipality or of providing
local services ThiS Includes as well any Subsidies or transfers to other organizations, such as
the regll, to pay for similar costs These are the operatmg expenditures of the MUniCipality The
second step IS to Isolate those revenues that are available on a continUing baSIS to pay for
operating expenditures These operating revenues Include all local taxes and fees, shared
national tax revenues and any operating SubsIdies provided by the state They do not Include
non-fiscal revenues, such as the proceeds of loans or of the sale of assets, or those revenues
provided by the state speCifically to pay for Investments AppendiX 1 explains the calculation of
operatmg expenditures and revenues uSing the data available In Annexes 12 and 14 of the
standard finanCIal reports

The net operatmg results of the MUniCipality are determined by SUbtracting ItS total operating
expenditures from ItS total operating revenues ThiS Will produce

• A net operating surplus when recurring revenues are greater than operating
expenditures

• A net operating deficit when operating expenditures are greater than recurring
revenues

ThiS IS a Significant result Should the MUniCipality want to enter Into a loan or Issue bonds, the
operating surplus Will be the amount available to pay the maturing prinCipal and Interest
payments on the debt It Will largely determine the maxImum amount the MUniCipality can
borrow A MUniCipality that has a current net operating defIcit has no free operating revenues
available for debt seNlce It should not conSider entering Into any new loans untIl It has taken
steps to Identify and address the causes of the problem

The net operating results of the MUniCipality of Constanta for the period from 1993 to 1996 are on
a positive trend After recording small operating deficits In 1993 and 1994, the mUniCipality
recorded a Significant operating surplUS In 1995 and 1996 The potential risk derives from the
fact that the mUniCIpality has become Increasingly reliant on non-recurnng operating revenues,
such as spectacle fees and distributIOn of profits from the regll 1

An analysIs of the net operating results In constant 1995 lei, as shown In Table 2, below, reveals
that the net operating surplUS decreased by over 50% from 1995 to 1996 Should the trend

1 See AppendIX 1 for a full defInition of recurring and non-recurring local operating revenues
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continue In 1997, this would be a cause for some concern Otherwise, the financial condition of
the municipality, as reflected In ItS net operating reSUlts, generally has been positive

Table 2
Net Operating Results

Constant 1995 Lei - Thousands

1993 1994 1995 1996

Operating Revenues 8,940,874 13,015,650 37,384,184 37,999,402

- Operating Expenditures 9,301,651 13,183,408 34,385,482 36,593,069

Operating SurplUS (360,777) (167,758) 2,998,702 1,406,333
(DefiCit)

Revenue Trends
This section of the analysIs looks at how the revenues of the MUnicipality of Constanta have
changed over the penod from 1993 to 1996 As shown In Table 3, below, both operating and
total revenues have Increased steadily In real terms since 1993 The Increase In both operating
and capital revenues between 1995 and 1996 denved entirely from revenues received from the
state bUdget, particularly operating and capital subsidies Local operating and capital revenues
decreased In real terms

Table 3
Value of Revenues

Constant 1995 Lei - Thousands

1993 1994 1995 1996

Local Taxes & Fees 5,883,066 8,670,450 20,935,129 15,418,864

Shared National Taxes 3,052,956 4,345,200 7,083,411 7,200,969

State Operating 4,853 ° 9,365,644 15,379,569
SubSidies

Total Operating 8,940,875 13,015,650 37,384,184 37,999,402
Revenues

Own Capital Revenues 1,550,412 1,236,773 824,994 357,145

State CapItal SubSidies 0 0 2,773,800 4,040,790

Total Capital Revenues 1,550,412 1,236,773 3,598,794 4,397,935

Total Revenues 10,491,287 14,252,423 40,982,978 42,397,337

Dunng the same penod, as shown In Table 4, below, the compOSition of the operating revenues
of the MUnicipality of Constanta, that IS, those revenues that are most cntlcal to an evaluation of
the borrowing capacity of the MUnicipality, has changed, reflecting a greater reliance on revenues
from the state bUdget Local taxes and fees accounted for two-thirds of operating revenues In
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1993 and 1994 By 1996, this relative weight had been reversed Revenues from local sources
were down to 40% and shared national taxes and state operating SubSidies together Increased to
60% If thiS trend were to continue, the growing reliance on the state budget to fund operations
would make the muniCIpality more vulnerable to changes In national policies and pnontles

Table 4
Composition of Operating Revenues

Percent of Total

1993 1994 1995 1996

Local Taxes & Fees 6580% 6662% 5600% 4058%

Shared National Taxes 3415% 3338% 1895% 1895%

State Operating 005% 000% 2505% 4047%
SubSidies

Expenditure Trends
ThiS section of the analysIs looks at how the expenditures of the MUniCipality of Constanta have
evolved over the penod from 1993 to 1996 As shown In Table 5, below, the volume of
expenditures In constant 1995 lei has largely leveled off In 1996, even decreaSing In some
categones, after haVing expanded rapidly between 1993 and 1995 The one notable exception IS
Transportation, where per capita expenditures doubled between 1995 and 1996 ThiS reflects
new responSibilities transferred to the mUniCIpality from the Judet In general, the mUnicipality
appears to be making successful efforts to control the growth of operating expenditures

Table 5
Per Capita Operating Expenditures

by Chapter
Constant 1995 Lei - Thousands

Chapter 1993 1994 1995 1996

General AdministratIOn 102 583 371 341

Education 000 000 1490 1074

Health 1327 1817 21 71 1589

Culture and Art 000 000 1 44 200

Social ASSistance 123 1 99 271 3 05

Public Works and HOUSing 11 13 11 83 3870 3824

TransportatIon and Communication 000 000 1557 31 20

Other Economic ActiVities 000 000 000 000

Other ActIVIties 000 000 000 098
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Debt
The Munrclpallty of Constanta has not borrowed In any year between 1993 and 1996

The Munrclpallty IS contemplating a $100 million bond Issue A loan In this amount will be
extremeiy-dTfflcult to repay, even with a grace period on repayment of principal Table 6B shows
the Impact of a much smaller bond Issue of $20 million on the net operating results of the
municipality

PrOjectIons
Table 6A shows the future net operating results for the MUniCipality of Constanta as projected to
the year 2001, based on current revenue and expenditure trends That table shows that the
MUniCipality would have a growing operating surplUS, based on a combination of rapidly
Increasing revenues and decreaSing expenditures In key categories, such as health

Table 68 shows the future net operating results of the MuniCipality of Constanta to the year 2001,
as projected based on certain policy assumptions provided by the Munrclpallty Those
assumptions are the Munrclpallty would borrow $20 million In 1997 In addition, we have
adjusted the trend In education expenditures to reflect a reduction of 1% In real terms per year
Based on current trends, these expenditures would reach zero In 1999, a scenano that IS
unrealistic Based on these new assumptions, the Munrclpallty would face very difficult years
between 1997 and 2001, as loan Interest payments add 14 billion lei In real terms to annual
expenditures To absorb the added burden of Interest payments, the munrclpallty would need
some combination of Increased revenues and decreased expenditures The magnrtude of the
projected defiCits suggests that It Will be very difficult to Implement reforms that could generate
suffiCient new resources or savings The munrclpallty might have to scale back ItS borroWing
plans even further



Constanta Municipality
Actual and Projected Cash Flow

Current Trends - Constant 1995 Lei
Recurring Revenues Total
Of which

Local Taxes and Fees

Shared NatIonal Tax Revenues

State Operatmg SubsIdIes

Operating Expenditures Total
Of whIch

General Admm/stratlon

Education

Health

Cufture & Sports

SocIal AssIstance

Publtc Works & Housmg

Transportation & CommunicatIon

Other Economic ActIvIties

Other ActIvIties

Interest Payments

Table 6A
ProJections· Current Trends

1993 1994 1995 1996 1997 1998 1999 2000 2001
7 475 063 10258 621 34,700 323 35777 443 50347 039 61 520 932 72694 824 83 868 716 95042 608

4417255 5913421 18251268 13196905 19737349 23379091 27020833 30662575 34304317
3052,956 4,345200 7083411 7,200969 9,21619610734422122526471377087215289097

4853 0 9,365644 15379569 21393494 27407,419 33,421345 39435270 45449195

9301 651 13183408 34385482 36593069 46,768581 55787468 65073620 75157,032 85240443

355468 2031709 1292354 1,182317 652734 1026,458 1 000972 975486 950000

0 0 5,188464 3,724729 2,260994 797259 0 0 0

4631760 6333187 7559739 5,512048 6,976037 7 362 779 7 749,520 8,136262 8 523 003

0 0 501 840 693168 944088 1202222 1460356 1 ,718 490 1 976 625

428,971 693725 944769 1058227 1316126 1530007 1 743888 1 957769 2171 650

3885451 4124787 13477048 13262254 18,05805221806,31925554,58529,30285233051119

0 0 5,421 268 10821 491 16,221 714 21 621,936 27022 159 32422382 37822 605
0 0 0 0 0 0 0 0 0

0 0 0 338837 338837 440488 542139 643790 745441

0 0 0 0 0 0 0 0 0
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1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Surplus (Deficit) (1 826 587) (2 924 787) 314,841 (815627) 3578458 5733464 7621 204 8711 685 9802165

Non-recurring Operating Revenues Total 1465811 2757029 2683,861 2221959 2019212 1 751,677 1 484141 1 216606 949071
Of whIch

Non recumng Local Operatmg Revenues 1 465811 2757029 2683861 2221,959 2019212 1 751,677 1,484141 1216606 949071

Net Operating Surplus (DefIcit) (360776) (167 758) 2 998 702 1406,332 5597670 7485140 9105345 9928290 10751 236

I
en
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Table 68 IiProJections· Polley Scenario

==c
::s

Actual and Projected Cash Flow
§:

Polley Scenario - 1995 Lei 1993 1994 1995 1996 1997 1998 1999 2000 2001 ~

Recurring Revenues Total 7475063 10258621 34700323 35,777 443 50347,039 61 520932 72694824 83868716 95042608 0-Of which 0

Local Taxes and Fees
0

4417255 5913421 18251268 13196905 19737349 23379091 27020833 30,662575 34304317 ::s
III

Shared National Tax Revenues 3 052 956 4 345 200 7083411 7200969 9216196 10734422 12252647 13770872 15289097 -III::s
- State Operating SubSidies 4853 0 9 365,644 15 379 569 21 393494 27407419 33421345 39435270 45449195 -III
Operating Expenditures Total 9301651 13183408 34385482 36593069 62,595069 73040816 83087721 93,134992 103182623

Of which

General Administration 355468 2031 709 1292354 1 182317 652734 1026458 1000972 975486 950,000

Education 0 0 5188464 3724729 3687482 3650607 3614101 3577 960 3542180

Health 4631 760 6333187 7559739 5512048 6976037 7362779 7749520 8136262 8523,003

Culture &Sports 0 0 501840 693168 944088 1202222 1 460356 1 718490 1976,625

Social Assistance 428971 693725 944769 1 058227 1 316126 1 530007 1743888 1957769 2171 650

- Publtc Works & Housing 3885451 4124787 13477 048 13262254 18058052 21 806319 25554585 29302852 33051119

Transportation &CommunicatIon 0 0 5421 268 10821 491 16221714 21 621 936 27,022159 32422382 37822605

Other Economic Activities 0 0 0 0 0 0 0 0 0

Other ActIVIties 0 0 0 338837 338837 440488 542139 643790 745441

Interest Payments 0 0 0 0 14400000 14400000 14400000 14400000 14400000

1993 1994 1995 1996 1997 1998 1999 2000 2001

Recurring Surplus (Deficit) (1 826 587) (2 924 787) 314841 (815 627) (12248,029) (11 519884) (10392,897) (9266275) (8,140015)

.....



Financial Profile Municipality of Constanta

B PROVISION OF INFRASTRUCTURE SERVICES

Organizations Responsible for Local Services
For the MUnicipality of Constanta Infrastructure services are provided by two regu and a
commerCial company The "Regie Autonome de Dlstnbutle a energlel termlce," RADET
Constanta, provides heating, mainly to households, and to small businesses

8

The "Regie de transport local," RATC Constanta, provides mass transit services to the City Until
August 1996, thiS regie was under the authority of the Judet, not the MUnicipality The analysIs
of RATe covers the period from 1994 to 1996 The fuJI analYls of RATC IS Included In thiS
document since the regie currently IS under the authority of the MUnicipality of Constanta

"ECOSAL SRL," IS a commercial company founded In 1995 and wholly owned by the
mUnicipality, that provides the follOWing services In the City of Constanta

• Garbage collection and disposal to both residential and commercial clients
• Street cleaning under contract With the mUnicipality

The analySIS looked at the finances of the two regll since 1994 ECOSAL was not Included
Annex III Includes more detailed tables on these two regll, as well as on ECOSAL

Net Profit (Loss)
The net Income of the two regll, as shown In Tables 7A and 78, below, are different RADET has
registered a net loss both from operations and overall In every year since 1994 RATC registered
ItS first In 1996, after operating at a profit In the two prior years The heaVily negative operating
profit margm of RADET suggest that the core actiVity of thiS regie are not Viable under present
conditions The margins of RATC, although negative, are closer to a break even POint Some
combination of small Increases In tanffs and cost savings could lead to a profitable operation If
conditIons do not change, however, both regll face further losses In 1997

Table 7A
Net Profit (Loss)

Constant 1995 Lei - Thousands

RADET Constanta 1994 1995 1996 (E) 1997 (P)

Operating Revenues 17,625,831 20,008,489 22,374,377 22,202,587

Operating Costs 24,400,483 29,497498 23,954,245 25,828,996

Operating Profit (Loss) (6,774,652) (9,489,009) (1 579,868) (3,626,409)

Operating Profit (Loss) Margin (384)% (474)% (71)% (163)%

Other Revenues 77,847 24734 29,443 27,088

Other Costs 341,784 183,931 9,014 168,295

Gross Profit (Loss) (7,038,589) (9,648,206) (1,559439) (3767616)

ProfrVPayroll Taxes Paid 0 0 0 0

Net Profit (Loss) (7,038,589) (9,648,206) (1,559,439) (3,767,616)
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Table 78
Net Profit (Loss)

Constant 1995 Lei - Thousands

RATC Constanta 1994 1995 1996 (E) 1997 (P)

Operating Revenues 23,676,502 31,330,174 27,972,014 27,840,458

Operating Costs 23,814,700 30,409,004 29,281,878 29,293,617

Operating Profit (Loss) (138,198) 921,170 (1,309,864) (1,453,159)

Operating Profit (Loss) Margin (06)% 29% (47)% (52)%

Other Revenues 224,481 175,042 182,104 125,850

Other Costs 50,825 120,534 242,519 157,429

Gross Profit (Loss) 35,458 975,678 (1,370,279) (1,484,738)

Profit/Payroll Taxes Paid 21,524 312,217 0 (475,116)

Net Profd (Loss) 13,934 663,461 (1,370,279) (1,009,622)

Net Cash Flow AnalysIs
The Profit and Loss Statement and the Balance Sheet of a local regie or commercial company
that provides essential Infrastructure services to a commumty present valuable information both
to the managers and to the Local Councils and other Interested parties such as Investors and
creditors Yet, It IS Important to look beyond the results reported In the Profit and Loss Statement
and Balance Sheet at other results that can be calculated usmg the mformatlon available m those
statements

Under the present conditions m the Romaman economy, It IS not unusual to fmd commercial
companies, mcludlng many local regll, with high levels of both accounts receivable and accounts
payable A growmg mabillty to collect payments owed by clients for services provided, reflected
m the Increase m accounts receivable, poses a potential threat to the liqUidity of many
companies, Includmg some of the regll By and large, companies have tried to offset the loss of
cash Implicit m the Increase In accounts receivable by a correspondmg mcrease m accounts
payable The situation often IS described as one of "fmanclal blockage" - no-one pays anyone
else ThiS mvolves serious riSks It IS not sustainable over time What might happen, for
example, If a large creditor (such as RENEL) demands payment of accumulated bills? In the
absence of a compensatmg reduction In receivables (an Increase m the collection from Its
debtors), the commercial company or regie would face a senous cash problem that might Impair
Its ability to continue to operate normally

The eXlstmg situation of "fmanclal blockage" distorts the picture of the fmanclal condition of a
company or regie, as shown m ItS fmanclal statements Assets, as shown by accounts
receivable m the balance sheet, may not be what they seem It IS likely that In the future not all
receivables Will be recovered Consequently, companies should be makmg proVIsions for losses
from bad debts Conversely, liabilities, as shown by accounts payable, may also be Inaccurate
As companies begm to face the obligation to repay accumulated arrears, there IS a potential for
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late payment fees or penalties Therefore, companres (including regll) which have a high volume
of accounts payable should start introducing provIsions for losses on penalties and litigation

The most Immediate problem, however, IS whether the company IS generating sufficient cash to
ensure ItS continued operations In answering this question, It IS necessary to look beyond the
operating results as reported In the Profit and Loss Statement to the Net Cash Flow of the
company By projecting, for the near future, the level of cash that flows through the company,
the management can predict the company's cash position at every Instant In time, assess
liqUidity nsks, and prevent unpleasant moments of IlliqUidity In the case of the regie, liqUidity IS
also a concern for the Munrclpallty which has an obligation to provide a reasonable level of
mfrastructure services to the local community Barnng any force majeure and uSing good sense
In estlmatmg the nsks, the trend In the ending cash position can show well In advance when a
liqUidity problem might anse

How We Arrive at Net Cash Flow
The purpose of the Net Cash Flow analYSis IS to Identify the sources and uses of cash during the
accounting penod To do thiS, the analysIs diVides the operations of a company or regie Into
three main actiVity groups that cause assets to change operations, Investments and finanCing
Beglnmng with net Income calculated on an accrual baSIS the analysIs makes a senes of
adjustments Intended to transform net Income Into cash flow The adjustments are of three
types

• Expenses not involving cash outflows are added back, e g depreCiation, deferred taxes,
Increase In accounts payable and In accrued Interest payable,

• Cash outflows not treated as expenses are SUbtracted, e g Increase In Inventory,
diVidends,

• Revenues not involving cash Inflows are subtracted as well, e g Increase In accounts
receivable and In accrued Interest earned, and gain on sale of property 2

The first actiVity covered In the analysIs are the Income and expenses related to the operations of
the company or regie Most expenses Involve a corresponding outflow of cash DepreCiation,
amortization and prOVISions, however, although deducted as expenses do not reqUire the use of
cash Since they are a non-cash reduction In net Income, they are added back to adjust the cash
flow from operations The same IS true for the Increase In accounts payable (the difference IS
deducted from net Income but not yet paid) and the decrease In accounts receivable (Similarly,
thiS IS an Increase In sales for which the regie has not been paid) In addition, the Increase In
Inventory 15 deducted to reflect the cash used to produce the additional Inventory ThiS part of
the analysIs looks at the trends In accounts payable and accounts receivable, as well as net cash
generated from operations

The final two parts of the analysIs then look at the Impact on net cash flow of mvestment and
fmancmg actIVIties The first Involves changes In a firm's long-term Investments In property,

2 Whatever cash IS generated by the sale of property Will appear on the cash flow statement as
proceeds from the sale of property under the heading ·cash flow from Investments" The gain (or loss) on
the sale IS the difference between the property's seiling price and Its balance sheet value when sold
Because thiS gain IS already part of the line -/+ (purchase)/sale of property, plant or equipment, shOWing It
also as part of operating actIVities would amount to double-counting
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plant and equipment These activities are not reflected In the Profit and Loss Statement but
represent a use (or a source of) cash 3 Fmancmg actIvities Include cash raised from debt
(Inflows) and cash outflows for the dividends paid 4

11

3 Because of little Information on the changes In property, plant and eqUIpment, we assumed that
all changes come from revaluation of the assets ThiS IS a change that does not affect either the cash flow
or net Income

4 In the particular case of Romania and the regll, we have also observed the use of unearned
revenues as a way to bndge-flnance the shortfall of cash at the end of the year Similarly, thIS IS sometimes
compensated by an Increase In prepaid expenses Both are a masked form of short-term financing
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plant and equipment These activities are not reflected In the Profit and Loss Statement but
represent a use (or a source of) cash 3 Fmancmg actIVities Include cash raised from debt
(Inflows) and cash outflows for the dividends paid 4

11

•

3 Because of little Information on the changes In property plant and equipment we assumed that
all changes come from revaluation of the assets ThiS IS a change that does not affect either the cash flow
or net Income

4 In the particular case of Romania and the regll, we have also observed the use of unearned
revenues as a way to bridge-finance the shortfall of cash at the end of the year Similarly, thiS IS sometimes
compensated by an Increase In prepaid expenses Both are a masked form of short-term financing



Table 8A
Cash Flow AnalysIs

Constant 1996 lei· Thousands
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(720,000)

°
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o

(360,000)

°
105,331

o
1,838,363

°
(195,782)

°228,675

°
(8,309)

o
335,000

°326,691 32,893 1,943,693 (360,000) (720,000)
(59",444) (106,195) 1,509,279 (1,750,374) (2,033,525)

11,272 1,864,376 1,212,530 641,577 567,104

8,299,900 8,942,951 (377,263) 3,137,843 4,552,134

(2,063,731) (1,187,013) 593,034 (1,276,179) (1,754,746)
(129,985) (111,196) (303,277) (126,000) (173,250)

(921,135) (139,088) (434,415) (1,390,374) (1,313,525)

1994 1995 1996 1997 1998RADET Constanta

Cash Flow from Operations

Adjust Net Income to net cash provided by operating activities
Add back DEPRECIATION, AMORTIZATION, PROVISIONS

Adjust for change In assets and liabilities
Add back Increase In AlP and any other payable (Including accrued

liabilities and penalties)

Subtract Increase In AIR and any other accrued receIVable

Subtract Increase In any of the INVENTORY

Net Cash Flow from Operations
Cash Flow from Investments

-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT

-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments
Cash Flow from Fmancmg

Subtract Increase In PREPAID EXPENSES

Add Increase In UNEARNED REVENUES

Add Increase In CREDITS & LOANS

Subtract DIVIDENDS paid to the owner

Net Cash Flow from Fmanclng
Net Cash Flow for the Period

Net Income

BEGINING Cash
ENDING Cash

935,424 134,748 28,553 1,537,832 (212,542)
134,748 28,553 _ 1,537,832 (212,542) (~,246,0f)7)

...
I\)

.­-~
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663,461Net Income

RATC Constanta

Table 88
Net Cash Flow AnalysIs

Constant 1995 Lei
1994

13,933

1995 1996 1997 1998

(1,370,280) (1,484,737) (3,983,925)
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(12,203)

1,358,884
(409,114)

°°
o (10,906)

1,806,596 605,622
(74,816) 690,611

(6,967) (331,730)

1,724,813 953,597 937,567 922,836 1,158,098
2,197,~45 1,542,956 (1,825,!i92)_(2,092,599) (4,515,584)

1,384,394 1,089,061 730,976 358,194 316,615

633,635 2,727,273 (69,274) 1,083,616 507,171

(1,227,461) (2,790,761) (1,465,490) (2,128,125) (1,796,808)
(331,870) (1,099,674) (589,091) (844,382) (716,737)
472,631 589,360 (2,763,159) (3,015,435) (5,673,683)

Cash Flow from Operations
Adjust Net Income to net cash provided by operating activities

Add back DEPRECIATION, AMORTIZATION, PROVISIONS
Adjust for change In assets and liabilities

Add back II1crease In AlP and any other payable (Including accrued
liabilities and penalties)

Subtract Increase In AIR and any other accrued receIVable
Subtract Increase In any of the INVENTORY

Net Cash Flow from Operations

Cash Flow from Investments
-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments

Cash Flow from Fmanclng
Subtract Increase In PREPAID EXPENSES
Add Increase In UNEARNED REVENUES
Add Increase In CREDITS & LOANS
Subtract DIVIDENDS paId to the owner

Net Cash Flow from FinanCing

Net Cash Flow for the Period

BEGINING Cash

ENDING Cash

283,798 2,481,242 4,074,029 1,757,166 (335,433)
2,481,242 _ 4&74,029 1,757,166 (335,433) (4,851,018)

...
Co)

---
~
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Net Cash Flow Actual to Date
Trends In Accounts ReceIVable
Both regll have faced increasing accounts receivable sInce 1994 RATC has had difficulty
collecting from a number of sources, including firms that sell transportation tickets on Its behalf
and firms that place advertisements on the buses and trams On the positive Side, RADET
actually decreased receivables In 1996 This means that It recovered payments owed In arrears
from ItS clients The expectation IS that this positive development Will not continue Into 1997
Accounts receivable are prOjected to Increase In both regll

Trends In Accounts Payable
The regll have sought to offset the Impact of arrearages by deferring payment to their creditors
Accounts payable Increased In RADET and RATC In 1994 and 1995 In 1996, both paid down a
part of their accumulated debts This IS a positive deCISIon by the management of the regll The
major creditor of both regll IS RENEL through ItS local SubSidiaries

Net Cash Flow
RADET faces by far the most serious liqUidity problem of the two regll After reglstenng a
negative net cash flow In 1994 and 1995, and With beginning cash down from 900 million lei In
1994 to 28 million In 1996, the RADET borrowed 1 8 billion lei In 1996 The regie used part of
the proceeds to pay down debts to suppliers The balance was used for working capital, ending
the year With a POSitive net cash flow of 1 5 billion lei Without a Similar loan In 1997, RADET
once again Will register a negative net cash flow for the year The regie may run out of cash
dUring the year The problem IS that the core activity continues to generate heavy losses The
difficulties faced by RADET are reflected In ItS current ratiO, which IS down to 30 to 40 percent
The debt to assets ratio IS relatively sound at 50 percent ThiS Will not help the regie If It cannot
address the baSIC problem of ItS core activity

RATe had a POSitive net cash flow In 1994 and 1995 In the latter year, the regie balanced the
Increase In accounts receivable With a corresponding Increase In accounts payable It also
borrowed 690 million lei and received advance payment for services of roughly 10 mtlllon more
All these measures together left the regie With an ending cash POSition of over 4 billion lei In
1996, RATC used the extra cash to start to pay down ItS debts to suppliers and to repay part of
the loan ThiS IS draWing down the cash available to the regie Under current conditIOns, the
regie could run out of cash In late 1998

Impact on Finances of the MUniCipality
Tables 9A and 98, below, show the flow of funds between the MuniCipality and the two regll As
indicated by the figures In the table, both regll are heavily subSidized In 1996, the net flow of
funds from the MUniCipality to RADET and RATC accounted for 30 percent of total expenditures
As noted before, RATC was under the authOrity of the Judet until 1996 Hence, the analySIS of
flow of funds for that regie prior to 1996 IS not applicable to the MuniCipality
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Table9A
Flow of Funds

MUnicipality· RADET Constanta

1994 1995 1996

From MUnicipality to RADET 3,224,695 5,047,919 8,229,773

State SubSidies 3,224,695 5,047,919 8,229,773

Other 0 ° °
From RADET to MUniCipality 746,397 959,812 1,054,937

Income and Sales Tax Revenues 746,397 959,812 1,054,937

Dlstnbutlon of Profits 0 0 0

Net To (From) MUnicipality (2,478,298) (4,088,107) (7,174,836)

Net as Percent of Revenues (199)% (11 1)% (202)%
(Expenditures)

Table 98
Flow of Funds

MUnicipality· RATC Constanta

1994 1995 1996

From JudetlMunlclpallty to RATC 9,066,289 7,109,514 9,956,948

State SubSidies 9,066,289 7,109,514 9,956,948

Other 0 0 °
From RATC to JudetlMunlclpality 4,256,279 6,288,704 4,703,696

Income and Sales Tax Revenues 4,249,312 5,956,974 4,703,696

Dlstnbutlon of Profits 6,967 331,730 0

Net To (From) MUnicipality (4,810,010) (820,810) (5,253,252)

Net as Percent of Revenues n/a n/a (8 5)%
(Expenditures)



1996
Code

0102
0302
0402
0502
0602
0702
0802
1702

3402

370201

1502
2002
21 02
2202
4002

3002
4502

370202
370203
4602

APPENDIX I • DEFINITIONS

CategorylSub Category
Recurring Revenues
of which
Local Taxes and Fees
Shared National Salary Tax Revenues
State Operating SubSidies

Local Taxes and Fees
of which
Taxes on Profits of Regll
Taxes and Fees on Individuals
Fees for Use of State Property
Corporate Property Tax
Corporate Vehicle Fees
Tax on Revenues from Agriculture
Other Direct Taxes
Other Indirect Taxes

Shared National Tax Revenues
of which
Shared National Salary Tax Revenues

State Operating SubSidies
of which
Subsidies for SOCial Assistance, Heating & Public Transport

Non-Recurring Revenues
of which
Non-Recurring Local Operating Revenues
Local Capital Revenues
Other Capital Revenues

Non-Recurring Local Operatmg Revenues
of which
Entertainment Fees
Distribution from Profits of Regll
Revenues from Public Institutions
Other Various Revenues
Donations

Local Caprtal Revenues
of which
Proceeds from the Sale of Public Property & Housing
Proceeds of Short-term Loans

Other Capital Revenues
of which
State Capital Investment SubSidies
Capital Investment SubSidies from External Loans
Proceeds of Loans from RevolVing Funds

\17
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Appendix II

Detailed Fmanclal Information on the
Municipality of Constanta



Standard Data Set

Constanta Mumclpahty
Lme Revenues - Actual at Year End 1993 1994 1995 1996

oTotal Revenues 5045571 11 152 131 40,982978 66521422
Change m Total Revenues (current year/prevIous year) 221 367 162

1 Local Taxes and Fees Recurring 2124389 4627090 18251268 20705944

2 Non Recurrmg Local Operating Revenues 704 952 2157300 2683861 3486253

3 Local Capital Revenues 745639 967741 824994 560361

4 Of\thlch Proceeds from the sale ofpubliC property 1 291 11 015 18656 560361

5 Shared NatIOnal Tax Revenues 1468257 3400000 7083411 11298320

6 State Operatmg Subsidies 2334 0 9365644 24130544

7 Other Capital Revenues 0 0 2773800 6340000

8 Total Recurnng Revenues (Lme 1+5+6) 3594980 8027090 34700 323 56134808
Change m Recurrmg Revenues (current year/prevIous year) 223 432 162

9 Total Non Recumng Revenues (Lme 2+3+7) 1450591 3,125041 6282,655 10 386 614
5045571 11152131 40982978 0

10 Venfy Lme 0 =Sum (Lme 8+9) OK OK OK OK

Revenues - Imhal Approved Budget 1993 1994 1995 1996

11 Total Revenue Budget 5045571 12132436 38531000 66521422

12 Local Revenues and Fees 2,124389 5848436 18016865 20705944

13 Shared National Tax Revenues 1468257 3400000 7,481000 11,298320

14 State Operating SubSidies 2334 0 7500,000 24130544

15 Recurnng Re~enueBudget (Lme 12+13+14) 3594980 9248436 32997865 56134808

~""m 'homIDd I" Page 1 4/1/97
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Constanta MUDlClpahty
Expenditures - Actual at Year End

16 Adnumstratn e Expenses General AdnllmstratlOn

17 Subsuhes and Transfers General AdnulllStratlOn

18 CapItal E"l:pendltures General Adm,mstratlOn

19 AdnulllStratne Expenses EducatIon

20 Subsuues and Transfers EducatIon

21 CapItal Expendltures EducatIOn

22 AdmmlStratne Expenses Health

23 Subsuues and Transfers Health

24 Capital E"l:pendltures Health

25 AdnunlStratIVe Expenses Culture & Sports

26 Subsuues and Transfers Culture & Sports

27 CapItal Expendltures Culture & Sports

28 AdnunlStratne El:penses SocIal AssIStance

29 Subsuues and Transfers SocIal AssIstance

30 CapItal E-cpendltures Soczal AssIStance

31 AcbmnlStratzve E-cpenses Publ,c Works' & Housmg
32 SubsidIes and Transfers PublIC Works' & Housmg

33 CapItal E-cpendltures PublIC Works' & Housmg

34 AdminIStratIve E-cpenses TransportatIOn & Commumcatlon

35 SubSIdIes and Transfers TransportatIOn & Commumcatzon

36 CapItal Expendltures TransportatIon & Commumcatlon

37 Admmzstratn e E-cpenses Other EconomIc Actl\ It,es

38 SubSIdies and Transfers Other EconomIc Actnltles

39 CapItal Expendltures Other EconomIc Actn Itles

40 Acbmnzstratne E-cpenses Other ActIVItIes

41 SubSIdies and Transfers Other Actllltles

42 CapItal El:pendltures Other Actnmes

Operating ExpendItures by Chapter
43 General AdminIstratIOn Oper Exp (Line 16+17)

44 EducatIOn Oper Exp (Line 19+20)

45 Health Oper Exp (Line 22+23)

46 Culture & Sports Oper El:p (Line 25+26)

47 Social AssIstance Oper Exp (Line 28+29)

48 Publzc Works & Housmg Oper Exp (Line 31+32)

49 TransportatIOn & CommunicatIOn Oper Exp (LIne 34+35)

50 Other Eronomlc ActIVItIes Oper Exp (Line 37+38)

51 Other Acttvltle5 Oper Exp (Line 40+41)

Data In thousand let

Standard Data Set

1993
170955

o
53220

o
o
o

2227551
o
o
o
o
o

203971
2334

o
1,868629

o
476737

o
o
o
o
o
o
o
o
o

170955

o
2227551

o
206305

1868629
o
o
o

Page 2

1994
1589757

o
53407

o
o
o

4955545
o
o
o
o
o

542821
o

25004
3227,533

o
736163

o
o
o
o
o
o
o
o
o

1,589757

o
4955545

o
542821

3227533
o
o
o

1995
1292354

o
203 300

5 188464
o
o

7559739
o
o

501,840
o
o

875,893
68876

142250
9383030
4094018
6245030

o
5421268

o
o
o
o
o
o
o

1,292354

5188464
7559739

501840
944 769

13 477 048
5421268

o
o

1996
1855055

o
952091

5844 100
o
o

8648403
o
o

1087580
o
o

1660358
o

95000
12264 070
8544406
4709805

o
16978919
3350000

o
o
o

531 615
o
o

1855055

5844 100
8648403
1087580
1660,358

20808476
16978919

o
531 635

4/1197
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Constanta MUDlclpahty

Standard Data Set

Expenditures - Actual at Year End 1993
52 Total Operating expendItures (Lme 53+54+55) 4,473440

Of whIch Change mOperating ExpendItures (current year/prevIOus year)
53 Total Admlnlstratlve Expenses (Lme 16+19+22+25+28+31+34+37+40) 4471,106
54 Total SubSIdIes & Transfers (Lme 17+20+23+26+29+32+35+38+41) 2,334
55 Interest Payments 0

56 Total CapItal expendItures (Lme 18+21+24+27+30+33+36+39+42)

57 Other Payments (Lme 58+59+60)

Of whIch
58 Pnnclpal Repayments
59 Set ASIde for Reserves
60 DistributIOn ofSurplus

61 Total Annual Debt ServIce (Pnnclpal+Interest Payments)

529957

o

o
o
o

o

1994 1995 1996
10 315656 34,385482 57414526

231 333 167
10 315656 24801320 31 891,201

0 9584162 25523325
0 0 0

814574 6590580 9106896

0 1912 0

0 0 0
0 1,912 0
0 0 0

0 0 0

62 Total ExpendItures

63 Venfy Lme 62 =Sum (Lme 52+56+57)

Expenditures· ImtJal Approved Budget

64 Operating expendIture Budget

65 CapItal ExpendIture Budget

Other Non-Fmancml Data

5003397 11 130230 40977974 66521422
5003397 11 130230 40977 974 0

OK OK OK OK

1993 1994 1995 1996

0 11 260 136 32748279 61531 786

0 872 300 6590580 10 781000

C'-"
.......-l>

66 Total Local Government Emplo)ees (MUniCIpal or Judet)

67 Total PopulatIon (Munlcrpalrl) or Judet)

68 Year to Year InflatIOn

69 Deflator (Base Year = 1995)

Data In thousand leI Page 3

o

348985

2960%

208

o

348,575

627%

1 28

o

348269

278%

100

162

346830

569%

064

411/97



IndIcators

Constanta MUDlclpabty
FmancIaI Performance IndIcators 1993 1994 1995 1996
Key Revenue Indicators

1 - Recurrmg RevenueslTotal Revenues 071 072 085 084
2 Shared NatIOnal Tax RevenueslRecurrmg Revenues 041 042 020 020
3 - State Operatmg Subsldles/Recurrmg Revenues 000 000 027 043
4 - Local Taxes &FeesIRecurrmg Revenues 059 058 053 037
5 Proceeds from Asset SalesITotal Revenues 000 000 000 001

Key Expenditure Indicators
6 - Total Expenditures Per Capita (1000 lei) 1434 3193 11766 19180
7 Operatmg Expenditures Per Capita (1000 leI) 1282 2959 9873 16554
8 - Operatmg ExpendlturesITotal Expenditures 089 093 084 086
9 - Capital ExpendlturesITotal Expenditures OIl 007 016 014

Key Indicators ofNet Results
10 Total ExpendltureslTotal Revenues 099 100 100 100
11 Operatmg Expendltures/Recurrmg Revenues 124 129 099 102
12 Recurrmg Surplus/Shared NatIOnal Tax Revenues -060 -067 004 OIl
13 Recurrmg Surplus/Local Taxes & Fees -041 -049 002 -006

Ke} Actual to Budget Performance Indicators
14 Actual Revenues/Imtlal Revenue Budget 100 092 106 100
15 Actual Recurrmg Revenues/Imtlal Recurrmg Revenue Budget 100 087 105 100
16 Actual Local Taxes and Fees/Local Taxes and Fees Budget 100 079 101 100
17 Actual Shared NatIOnal Tax Revenues/NatlOnal Tax Budget 100 100 095 100
18 Actual Erpendltures/Inltlal Expenditure Budget #DIV/O' 092 104 092
19 Actual Operatmg Expenditures/Initial Operatmg Expenditure Budget #DIV/O' 092 105 093
20 Actual Capital Expenditures/Initial Capital Expenditure Budget #DIV/O' 093 100 084

\b
Data III thousand let Page 4 4/l/97



IndIcators

Constanta MUnIcIpality
Key RelatIve Performance IndIcators 1993 1994 1995 1996

21 - Change In Recumng Revenues /Change In Total Revenues n/a 101 1 18 100
22 Change In Operating Expenditures/Change In Recurring Revenues n/a 103 077 103

Key Debt ServIce IndIcators
23 Total Annual Debt ServlcelRecurnng Revenues 000 000 000 000
24 - Interest PaymentslRecumng Revenues 000 000 000 000
25 Total Annual Debt Servlce/Recumng Surplus before Interest Payments 000 000 000 000
26 Max Future Debt Servlce/Recumng Surplus before Interest Payments 786 -302 2192 000

Operating Expenditure IndIcators by Chapter (1000 leI)
27 - General AdmlnlSfratlOn ExpendItures/Per Capl1a 049 456 371 535
28 EducatIOn Expenditures/Per Capita 000 000 1490 1685
29 Health Expenditures/Per Capl1a 638 1422 21 71 2494
30 - Culture & Sports Expenditures/Per Capl1a 000 000 144 3 14
31 SOCIal AsslSfance Etpendltures/Per CapIta 059 156 271 479
32 PublIC Works & Housmg Expendl1ures/Per Capita 535 926 3870 6000
33 - TransportatIOn Expenditures/Per Capl1a 000 000 1557 4895
34 Other EconomIc Expenditures/Per Capl1a 000 000 000 000
35 Other Expenditures/Per CapIta 000 000 000 153

Operatmg ExpendIture IndIcators by Chapter (Constant 1995, 1000 LeI) 1993 1994 1995 1996
36 General AdmlnlSfratlOn Expenditures/Per CapIta 102 583 371 341
37 EducatIOn Etpendltures/Per Capita 000 000 1490 1074
38 Health Expenditures/Per Capita 13 27 18 17 21 71 1589
39 Culture & Sports Expenditures/Per CapIta 000 000 144 200
40 - SOCial ASSlstance Expenditures/Per Capita 123 199 271 305
41 Publlc Works & Housmg Expendl1ureS/Per Capl1a 1113 11 83 3870 3824
42 TransportatIOn Expenditures/Per Capl1a 000 000 1557 3120
43 - Other EconomIc Expenditures/Per Capl1a 000 000 000 000
44 Other EtpendltureS/Per Capita 000 000 000 098

--~)
Data III thousand leI Page 5 4/1197



Indicators

Constanta MUnIcIpalIty

Actual Net Operatmg Results 1993 1994 1995 1996
Recurrmg Revenues Total 3,594,980 8,027,090 34,700,323 56,134,808
Of which

Local Taxes and Fees 2,124,389 4,627,090 18,251,268 20,705,944
Shared Natwnal Tax Revenues 1,468,257 3,400,000 7,083,411 11,298,320
State Operatmg Subsldles 2,334 0 9,365,644 24,130,544

Operatmg Expenditures Total 4,473,440 10,315,656 34,385,482 57,414,526
Of which
- General Admmlstratwn 170,955 1,589,757 1,292,354 1,855,055

Edllcatwn 0 0 5,188,464 5,844,100
Health 2,227,551 4,955,545 7,559,739 8,648,403

- Culture & Spons 0 0 501,840 1,087,580
- Socral Asslstance 206,305 542,821 944,769 1,660,358

Pubhc Works & HOllsmg 1,868,629 3,227,533 13,477,048 20,808,476
- TransportatlOn & CommumcatlOn 0 0 5,421,268 16,978,919

Other EconomlC Actnltles 0 0 0 0
Other Actlvltles 0 0 0 531,635

Interest Payments 0 0 0 0

Recurrmg Surplus (Deficit) (878,460) (2,288,566) 314,841 (1,279,718)

Non-recurrmg Operating Revenues Total 704,952 2,157,300 2,683,861 3,486,253
Of which
- Non recurnng Local Operatmg Revenues 704,952 2,157,300 2,683,861 3,486,253

Net Operatmg Surplus (Deficit) (173,508) (131,266) 2,998,702 2,206,535

~
C

Data In thousand lei Page 6 4/l/97



Indicators

Constanta MUDlclpahty
1993 1994 1995 1996

Capital Revenues Total 745,639 967,741 3,598,794 6,900,361
Of whIch
- Local CapItal Revenues 745,639 967,741 824,994 560,361
- State CapItal SubsIdIes 0 0 2,773,800 6,340,000

Total Funds Available for Investments 572,131 836,475 6,597,496 9,106,896

Capital Expenditures Total by Chapter 529,957 814,574 6,590,580 9,106,896
General AdmmlStratlOn 53,220 53,407 203,300 952,091
EducatIOn 0 0 0 0

- Health 0 0 0 0
Culture & Sports 0 0 0 0
Social Assistance 0 25,004 142,250 95,000

- Public Works & Housmg 476,737 736,163 6,245,030 4,709,805
TransportatIOn & CommunicatIOn 0 0 0 3,350,000

- Other Economic Actlvltles 0 0 0 0
Other Actnmes 0 0 0 0

Overall Surplus (DeficIt) 42,174 21,901 6,916 0

Minus Other Payments Total 0 0 1,912 0
Of whIch
PrinCipal Repavments 0 0 0 0
Set ASide for Reserves 0 0 1,912 0
DlStnbutlOn ofSurplus 0 0 0 0

Venfy Overall Surplus (Deficit) m10US Other Payments =0 Error Error Error OK

--,
\)J
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IndIcators

Constanta MUnIcIpality
Actual Net Operating Results - Constant 1995 leI 1993 1994 1995 1996
Recurring Revenues Total 7,475,063 10,258,621 34,700,323 35,777,443
Of which
- Local Taxes and Fees 4,417,255 5,913,421 18,251,268 13,196,905
- Shared NatIOnal Tax Re~enues 3,052,956 4,345,200 7,083,411 7,200,969

State Operaung SubSIdIes 4,853 0 9,365,644 15,379,569

Operating Expenditures Total 9,301,651 13,183,408 34,385,482 36,593,069
Of which
- General Admmlstratwn 355,468 2,031,709 1,292,354 1,182,317
- Educatwn 0 0 5,188,464 3,724,729
- Health 4,631,760 6,333,187 7,559,739 5,512,048
- Culture & Sports 0 0 501,840 693,168
- Socwl ASSIstance 428,971 693,725 944,769 1,058,227
- Publtc Works & HOllsmg 3,885,451 4,124,787 13,477,048 13,262,254

TransportatIOn & Communlcatwn 0 0 5,421,268 10,821,491
- Other EconomIc Acflvltles 0 0 0 0

Other Actnmes 0 0 0 338,837

Interest Payments 0 0 0 0

Recurring Surplus (Deficit) 0,826,587) (2,924,787) 314,841 (815,627)

Non-recurring Operating Revenues Total 1,465,811 2,757,029 2,683,861 2,221,959
Of which

Non recurrmg Local Operatmg Revenues 1,465,811 2,757,029 2,683,861 2,221,959

Net Operating Surplus (Deficit) (360,776) 067,758) 2,998,702 1,406,332

~
Data In thousand leI Page 8 4/1/97



IndIcators

Constanta MUDlclpahty
1993 1994 1995 1996

Capital Revenues Total 1,550,412 1,236,773 3,598,794 4,397,936
Ofwhtch

Local Capttal Revenues 1,550,412 1,236,773 824,994 357,145
- State Capttal Substdtes 0 0 2,773,800 4,040,790

Total Funds Available for Investments 1,189,635 1,069,015 6,597,496 5,804,268

Capital Expenditures Total by Chapter 1,101,943 1,041,026 6,590,580 5,804,268
- General AdmInistration 110,661 68,254 203,300 606,814

EducatIOn 0 0 0 0
Health 0 0 0 0
Culture & Sports 0 0 0 0
Social ASSIstance 0 31,955 142,250 60,548
Publtc Works & Housmg 991,282 940,816 6,245,030 3,001,788
TransportatIOn & CommunicatIOn 0 0 0 2,135,118
Other EconomIc Actlvltles 0 0 0 0
Other ActIVItIes 0 0 0 0

Overall Surplus (DeficIt) 87,693 27,989 6,916 (0)

~ Data III !bou<;and leI Page 9 4/1/97



PrOjections

Constanta Municipality

Actual and Projected Cash Flow
Current Trends Constant 1995 Lei 1993 1994 1995 1996 1997 1998 1999 2000 2001

Recurring Revenues Total 7475063 10258621 34700323 35777443 50347039 61520932 72694824 83868716 95042608
Of which

Local Taxes and Fees 4417255 5913421 18251268 13196905 19737349 23379091 27020833 30662575 34304317

Shared NatIonal Tax Revenues 3052956 4345200 7083 411 7200 969 9216196 10734422 12252647 13770872 15289097

State Operatmg SubsIdIes 4853 0 9365 644 15379569 21393494 27407419 33421345 39435270 45449195

Operating Expenditures Total 9301 651 13183408 34385482 36593069 46768581 55787468 65073620 75157032 85240443

Of which
General Admmlstratlon 355468 2031709 1292354 1 182317 652734 1026458 1000 972 975486 950000

EducatIon 0 0 5188464 3724729 2260994 797259 0 0 0

Health 4631760 6333187 7559739 5512048 6976037 7362779 7749 520 8136262 8523003

Culture & Sports 0 0 501840 693168 944088 1202 222 1460 356 1 718490 1976625
SocIal ASSIstance 428971 693725 944769 1058 227 1 316126 1530 007 1743 888 1957769 2171650

PublIC Works & Housmg 3885 451 4124787 13477048 13262254 18058052 21806319 25554585 29302852 33051119

TransportatIon & CommunicatIon 0 0 5421268 10821 491 16221 714 21 621 936 27022159 32422362 37822605
Other EconomIc ActIVItIes 0 0 0 0 0 0 0 0 0
Other ActIVItIes 0 0 0 338837 338837 440488 542139 643790 745441

Interest Payments 0 0 0 0 0 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Surplus (Deficit) (1826587) (2924787) 314841 (815627) 3578458 5733 464 7621204 8711685 9802 165

Non recurring Operating Revenues Total 1465811 2757029 2683 861 2221 959 2019212 1751677 1464 141 1 216606 949071
Of which

Non recurring Local OperatlOg Revenues 1465 811 2757029 2683 861 2221959 2019212 1751677 1 464 141 1 216606 949071

Net Operating SurplUS (Deficit) (360776) (167758) 2998702 1406 332 5597670 7485 140 9105345 9928290 10751236

-\)-\
--C
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PrOjections

Constanta Municipality

Actual and Projected Cash Flow
Policy Scenario Constant 1995 Lei 1993 1994 1995 1996 1997 1998 1999 2000 2001

Recurring Revenues Total 7 475063 10258621 34700323 35777443 50347039 1>1520932 72694824 83868716 95042608

Of whIch

Local Taxes and Fees 4417255 5913421 18251 268 13196905 19737349 ,>3379091 27020833 30662575 34304317

Shared NatIonal Tax Revenues 3052956 4345200 7083 411 7200 969 9216196 110734422 12252647 13770872 15289097

State Operating SubsIdIes 4853 0 9365 644 15379569 21 393494 ,>7407419 33421 345 39435270 45449195

Operating Expenditures Tolal 9301 651 13183408 34385482 36593069 62595069 l3 040 816 83087721 93134992 103182623

Of whIch
General AdminIstration 355468 2031709 1292354 1 182317 652734 1026458 1000 972 975486 950000

Education 0 0 5188 464 3724729 3687482 3650 607 3614101 3577 960 3542180

Health 4631 760 6333 187 7559 739 5512048 6976037 17362779 7749520 8136 262 8523 003

Culture & Sports 0 0 501840 693168 944088 1202 222 1460 356 1 718490 1976625

SocIal ASSIstance 428971 693725 944769 1058 227 1 316126 1530 007 1743 888 1957 769 2171 650

PubliC Works &HOUSing 3885 451 4124787 13477048 13262254 18058052 21806319 25554585 29302852 33051 119

TransportatIon & CommunicatIOn 0 0 5421268 10821491 16221 714 21621936 27022159 32422382 37822605

Other Economic ActiVities 0 0 0 0 0 0 0 0 0
Other ActIVIties 0 0 0 338837 338837 440488 542139 643790 745441

Interest Payments 0 0 0 0 14400000 14400000 14400000 14400000 14400000

1993 1994 1995 1996 1997 1998 1999 2000 2001

Recurring Surplus (Deficit) (1826587) (2924787) 314841 (815827) (12248029) (11 519884) (10392897) (9266 275) (8 140 015)

Data In thousand leI

-~
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Page 7 4/1197



Constanta Municipality

Policy Scenario Assumptions
Percent (0/0) Change In Real Terms by Year
Recurring Revenues Total
Of which

Local Taxes and Fees
Shared NatIonal Tax Revenues

State Operatmg SubsIdIes

1993

nla
nla
nla

1994

nla
nla

nla

1995

nla
nla
nla

PrOjections

1996 1997 1998 1999 2000 2001

Operating Expenditures Total
Of which

General AdmInistration

EducatIon
Health

Culture & Sports
SocIal AssIstance

PublIc Works & Housmg
TransportatIOn & CommunicatIon
Other Economic ActIVItIes
Other ActIvities

nla nla nla
nla nla nla 100% 100% 100% 100% 100%
nla nla nla
nla nla nla
nla nla nla
nla nla nla
nla nla nla
nla nla nla
nla nla nla

Do you think that changes In poliCY may create new trends for future revenues and expenditures? if so enter in decimal form what you estimate to be the percent change In real terms
notlnflahonary change You can enter poslhve or negatIVe percents for each category of revenues and expenditures In the above section These percents will modify the projectIOns
In the policy scenario section If no percent IS entered the value In the policy scenario will be the same as that In the computer trends If zero IS entered the value of that category
will be the same as In the preVIOus year (In constant lei) You can compare the projectIOns made by the computer In the trend section with your projections In the policy scenano

Assume Loan
Principal

20000
Interest Rate Term (In Years)

90% 5
FxRate

8000

'\J'.I
~

Interest Payments

Data m thousand leI

nla nla nla nla

Page 8

14400000 14400000 14400000 14400000 14400000
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Appendix III

Detailed Fmanclal Information on
RADET, RATe and ECOSAL
MUnicipality of Constanta



Net Cash Flow AnalysIs
Constant 1995 Le'

RATC Constanta 1994 1995 1996 1997 1998

Net Income 13,933 663,461 (1,370,280) (1,484,737) (3,983,925)

Cash Flow from Operations
Adjust Net Income to net cash provided by operatIng activities

Add back DEPRECIATION, AMORTIZATION, PROVISIONS 1,384,394 1,089,061 730,976 358194 316,615
Adjust for change In assets and liabilities

Add back Increase In AlP and any other payable (,ncludlng accrued
liabilItIes and penaltIes) 633,635 2,727,273 (69274) 1,083,616 507171

Subtract Increase In AIR and any other accrued receIvable (1,227,461) (2790,761) (1,465,490) (2,128125) (1,796808)
Subtract Increase In any of the INVENTORY (331,870) (1,099,674) (589,091) (844,382) (716,737)

Net Cash Flow from Operations 472,631 589,360 (2,763,159) (3,015,435) (5,673,683)

Cash Flow from Investments
1+ (Purchase) 1sales of PROPERTY, PLANT AND EQUIPMENT
1+ (Purchase) 1sale of other INVESTMENTS

Net Cash Flow from Investments ° ° ° ° °
Cash Flow from Fmancmg

Subtract Increase In PREPAID EXPENSES 0 (10,906) (12,203)
Add Increase In UNEARNED REVENUES 1,806,596 605,622 1,358,884
Add Increase In CREDITS & LOANS (74816) 690,611 (409,114)
Subtract DIVIDENDS paid to the owner (6,967) (331,730)

Net Cash Flow from Fmancmg 1,724,813 953,597 937,567 922,836 1,158,098

Net Cash Flow for the PerIod 2,197,445 1,542,956 (1,825,592) (2,092,599) (4,515,584)
BEGINING Cash 283,798 2,481,242 4,074,029 1,757,166 (335,433)
ENDING Cash 2,481,242 4,074,029 1,757,166 (335,433) (4,851,018)

-- Data In thousand leI
" ~J
~ ":,
0"-:...
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Data In thousand lei

Profit lind Loss

TOTAL 1994 TOTAL1995 TOTALI996 TOTALI997 TOTAl1998

FINANCIAL RESULTS RATC Constanta 134 100 067 036 033

1 Revenues from goods (merchandise) sold 61005 153480 160078 139765 175009

2 Revenues Irom Core ActiVity 13178951 17 585 653 16177 195 16881424 18726172

3 Turnover 13239956 17739133 16337273 17 021189 18901181

4 or <5> Invenlones evalualed 1301785 1543797 1419365 1491081 1600 269

6 Assels In Process evaluated 6922 35911 17955 26597

7 Total ProductIOn 14487557 19129450 17 631470 18380460 20353038

8 Subventions lor Core ActiVity 9066289 7109 514 9956948 9180000 8280000

9 Other Revenues 61651 56949 223517 140233 189904

10 Rev Irom ProvISIOns lor Core Acl1vlty

11 Total Revenues Cor. ActivIty 23676502 31330174 27972 014 27840458 28997951

12 Merchantdlse 64 699 167837 155855 161846 175910

13 Raw Matenals

14 Consumables 5794 995 7495871 7739556 8097870 8997703

15 Ener9Y and Waler 3271472 3500972 2653809

16 Other Matenal. 55002 96429 107684

17 Total Malenals 9121468 11 093271 10501048 10797160 11996 938

19 Other Costs 480080 1574640 1946852 1710746 1948201

19 Taxes 1394 953 2096419 1976231 1986324 2 180 225

20 Personnel 9518426 fO 814 342 10822716

21 Labor Burden 2832834 3571036 3348171

22 Total Personnel 11 351 259 14385379 14170887 14278133 16288707

23 other Operational Costs 17 945 2399 30 1214 634

24 DepreCIatIOn lor core activity 1384 394 1099061 730976 359194 316615

25 Tolal costa lor Cora ActIvIty 23814700 30409004 29281878 29293617 32907230

26 or <27> Prollt or <Lo..> Cora Activity (138198) 921170 (1309865) (1453159) (3909279)

34 Total Financial Ravanuaa 83270 31081 6533 18807 13989

38 Interest Expense 49774 67175 149829
40 Amortization I ProvIsions for Losses

41 Tols' Flnsnclsl coata 49774 67175 149829 108502 142055

42 or <43, Prolll or <Lou> FInancIal ActivIty 33496 (36095) (143 296) (89695) (128066)

44 or <45> Current Profn or <lou> (104 702) 885075 (1453161) (1542854) (4037345)

46 ExtraordInary Ravanuas 141211 143961 175571 107043 86633

ccounf 671 + 672 ExtraordInary Costs I 1051 53359 92689

ale 687 AmortISation I PrOVISions lor Ex Losses

47 Extraordinary Coata Total 1051 53359 92689 48926 33213

48 or <49> Extraordinary Profit or <loat> 140160 90602 82881 58117 53420

52 or <53> Gran Proln or <lOla> 354SB 975678 (1370280) (1494 737) (3983 925)

54 Income Tax 21524 289520
55 Prepaid Tax 22697

56 or <57> Net Prollt or <lo"a> 13933 6S3461 (13702BO} (1494 737) (3983925)

Page 2 3/10/97
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Fmanclal Ratios

RATC Constanta 1994 1995 1996 1997 1998

Vulnerability

Subsidies cover of CF from Operations 1000% 1000% neg CF negCF negCF
Subsidies cover of Payroll 799% 494% 703% 643% 508%

w/out labor burden 1064% 657% 920% 918% 726%
Net CF from Ops as % of Payroll 42% 41% neg CF neg CF negCF

w/out labor burden 55% 44% negCF neg CF neg CF
Net CF from Ops as % of Energy and Water 144% 168% neg CF negCF negCF

Profitability

• Operating Profit Margin 06% 29% 47% 52% 135%
• Gross Margin 01% 31% -49% 53% 137%

Leverage

• debt to assets 23% 68% 51% 194% 258%
w/out Ale Rec 24% 74% 57% 227% 324%

• debt to revenues ( core actlv) 67% 144% 77% 242% 313%
w/out subsidies 108% 234% 119% 362% 438%

• net CF % of TOTAL LIABILITIES 1453% 291% negCF 37% 62%

Liquidity

• current ratio 3233% 2191% 3546% 760% 782%

Turns (days) 360

• collection period 75 107 99 109 135
• days sales In cash 8 4 9 0 0
• payable period 5 18 7 83 99

others

• consumabies % of total costs 243% 247% 264% 276% 273%

• sal % of total costs 358% 356% 370% 487% 495%
• subsidies % of total costs 381% 234% 340% 313% 252%
• subsidies % of turnover 685% 401% 609% 539% 438%

3 3/25/97
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RATC Constanta
Council - RegIa Flow of Funds

1994 1995 1996 1997 1998
Money from Council to Regn 9,066,289 7,109,514 9,956,948 9,180,000 8,280,000

Transfer (State subvention) 9066289 7,109514 9,956948 9,180000 8,280,000
Local Subsidies (or financial help) If any

Money from Regn to Council 4,256,278 6,288,704 5,224,402 1,986,324 2,180,225
Income tax 4,249312 5956974 5224402 1 986324 2,180225
Part from profit 6967 331 730

Net Gam (Loss) to Council (4,810,010) (820,810) (4,732,546) (7,193,676) (6,099,775)
% of Total AdJ Revenues I (Expenses) *) -700% -24% -77%

Total Revenues Council 11152131 40982978 66521,422
Total Expenses Council 11 130,230 40977,974 66,521422
Ad] Revenues I Expenses 6,873,952 34689270 61297020

4/1/97



Net Cash Flow AnalysIs
Constant 1995 Lei

RADET Constanta 1994 1995 1996 1997 1'998

Net Income (7,021,920) (9,648,205) (1,559,439) (3,767,615) (4,504,766)

Cash Flow from Operations
Adjust Net Income to net cash provided by operating activities

Add back DEPRECIATION, AMORTIZATION, PROVISIONS 11,272 1,864,376 1,212,530 641,577 ?67,104
Adjust for change m assets and liabilities

Add back Increase In AlP and any other payable (including accrued
liabilities and penalties) 8,299,900 8,942,951 (377,263) 3.137.843 4,'552134

Subtract Increase In AIR and any other accrued receivable (2,063,731 ) (1,187,013) 593,034 (1,276,179) (1,154,746)

Subtract Increase In any of the INVENTORY (129,985) (111,196) (303,277) (126,000) (1173.250)
Net Cash Flow from Operations (904,465) (139,088) (434,415) (1,390,374) (1,:113,525)

Cash Flow from Investments
/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments 0 0 0 0 0

Cash Flow from Fmancmg
Subtract Increase In PREPAID EXPENSES (8,309) (195,782) 105,331 0 0
Add Increase In UNEARNED REVENUES 0 0 0 0 0
Add Increase In CREDITS & LOANS 335,000 228,675 1,838,363 (360,000) (720,000)
Subtract DIVIDENDS paId to the owner 0

Net Cash Flow from Fmanclng 326,691 32,893 1,943,693 (360,000) (720,000)

Net Cash Flow for the Period (577,n5) (106,195) 1,509,279 (1,750,374) (2,033,525)
BEGINING Cash 935,424 134,748 28,553 1,537,832 (212,542)
ENDING Cash 134,748 28,553 1,537,832 (212,542) (2,246,067)

.--
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Data In thousand lei

Profit and Loss

TOTAL 1993 TOTAL 1994 TOTAL1995 TOTALl998 TOTAL1997 TOTAl199B

FINANCIAL RESULTS RADET Constanta 201 134 100 OB7 038 033

1 Revenues from goods (merchandise) sold

2 Revenues from Core AcllV~Y 14374662 14957243 14133 563 14545403 14694429

3 Turnover 14374662 14957243 14133 563 14545403 14694429

4 or <5> In""ntones evaluated

6 Assets In Process evaluated

7 Total Production 14374662 14957243 14133 563 14545403 14694429

8 Subvenbons lor Core Actlv~y 3224695 5047919 B229n3 7650000 6900000

9 Other Revenues 26273 3327 11041 7164 7995

10 Rev Irom ProVIsIOns lor Core Actlv~y

11 Tolal Revenu.. Core Activity 2164430 17625831 2000B 489 223743n 22202587 21602424

12 Merchantdlse 71 847 11822 12031 11927 11973

13 Raw Materials SOBI 3865 3971

14 Consumables 488728 460 193 606109

15 Energy and Water 18549745 184079n 13914442 11214422 10852104

16 Other Matenals 38456 60008 19322

17 Tolal Matenals 19060010 18932043 14543 B44 18737944 16197171

18 Olher Costs 2269090 4611855 3315750 3963703 3680079

19 Taxes 115484 87899 80 154 83926 92146

20 Personnel 22418B7 3117790 3815152 3072943 3701973

21 Labor Burden 630914 872113 974783 1316976 15B6560

22 Tolal Personnel 26727BO 3989903 4 7B9 935 4389919 5288533

23 Other Operational Cosls

24 Depreciation for core actlVlly 11272 1664376 1212530 641577 567104

25 Tolal Coals 'or Core Acllvlty 4373414 24400463 29 497 496 23954245 25828996 26037007

26 or <27> Pro'" or <La..> Core Activity (2208984) (8n4653) (9489 009) (1579 B66) (3628408) (4434583

34 Tolal FinanCial Revenues 112B4 n372 24734 29443 27088 231BO

3B Interest Expense 25987 15048
40 AmortlzallOn I PrOVISIOns lor Losses

41 Tolal Financial Costs 1822 47021 183 337 9014 168096 93298

42 or <43> Pro," or <Losa> Financial Acllvlty 9662 30351 (158603) 20429 (141008) (70116

44 or <45> Current Pro'" or <Loaa> (2199322) (6727632) (9847612) (1559 (39) (3767416) (4504700

46 ExtrsorcllnW}' Revenuea 478

account 671 -+ 672 Eldraordlnary Costs I 294784 593
ale 6B7 AmortISatIOn I PrOVISIOns 'or Ex Losses

47 Extraordinary eoats Total 294784 593 199 67

4B or <49> Extraordinary Pro'" or <Losa> (294288) (593) (199) (67

52 or <53> Gross Prolll or <Losa> (2199322l (7021920) (9848 205) (1559439) (3767615) (4504766

54 Income Tax

55 Prepaid Tax

56 or <57> Nel Prot" or <Lose> (21993221 (7021920) (9648 205) (1 559439) (3 767 615) (4504766
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Financial Ratios

RADET Constanta 1994 1995 1996 1997 1998

VUlnerability

Subsidies cover of CF from Operations neg CF neg CF neg CF negCF negCF
Subsidies cover of Payroll 1122% 1265% 1718% 1743% 1305%

w/out labor burden 1438% 1619% 2157% 2489% 1864%
Net CF from Ops as % of Payroll neg CF negCF negCF neg CF negCF

w/out labor burden negCF neg CF neg CF negCF negCF
Net CF from Ops as % of Energy + Water neg CF neg CF neg CF negCF neg CF

Profitability

• Operating Profit Margin 384% 474% 71% 163% 205%
• Gross Margin 399% 482% 70% 170% 209%

Leverage

• debt to assets 230% 445% 500% 587% 797%
w/out AlC Rec 256% 513% 573% 732% 111 1%

• debt to revenues ( core actlv) 765% 1030% 595% 415% 602%
w/out subsidies 937% 1392% 941% 633% 884%

• net CF % of TOTAL LIABILITIES negCF neg CF 76% neg CF neg CF

Liquidity

• current ratio 516% 382% 350% 381% 395%

Turns (days)

• collection period 152 169 87 77 113
• days sales In cash 9 6 1 0 0
• payable period 190 248 170 128 180

Others

• energy & water % of total costs 760% 624% 581% 434% 417%

• sal % of total costs 92% 106% 159% 170% 203%
• subsidies % of total costs 132% 171% 344% 296% 265%
• subsidies % of turnover 224% 337% 582% 526% 470%
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RADET Constanta
Council - RegIa Flow of Funds

Financial Flow Regll • Council 1994 1995 1996 1997 1998
Money from Council to Reg" 3,224,695 5,047,919 8,229,n3 7,650,000 6,900,000

Transfer (State subvention) 3224,695 5047,919 8,229 n3 7650000 6900000
Local Subsidies (or financial help) If any

Money from Reg" to Council 746,397 959,812 1,054,937 1,400,902 1,678,707
Income & sal tax 746,397 959,812 1,054937 1,400902 1,678,707
Part from profit

Net Gam (Loss) to Council (2,478,298) (4,088,107) (7,174,836) (6,249,098) (5,221,293)

% of Total AdJ Revenues / (Expenses) -239% -102% -11 0%
Total Revenues CouncIl 11,152131 40,982978 66521,422
Total Expenses Council 11,130230 40977 974 66521,422
AdJ Revenues / Expenses 10383,833 40018162 65466485

4/1/97



• I

Net Cash Flow Analysis
Constant 1995 Lei

Ecosal Constanta 1995 1996 1997 1998

Net Income

Cash Flow from OperatIons 1 (60,367) 72,156 85,535

Adjust Net Income to net cash provided by operating activities
Add back DEPRECIATION, AMORTIZATION, PROVISIONS 233,631 168,932 74,533 65,882

Adjust for change In assets and liabilities
Add back Increase In AlP and any other payable (Including accrued

liabilities and penaUles) 170,181 320,357 21,600 49,500

Subtract Increase In AIR and any other accrued receivable (255,994) (66,379) (144,000) (66,000)
Subtract Increase In any of the INVENTORY (55,882) (79,051) (18,000) (9,900)

Net Cash Flow from Operations 91,937 283,492 6,289 125,017

Cash Flow from Investments
-1+ (Purchase) 1sales of PROPERTY, PLANT AND EQUIPMENT
-1+ (Purchase) 1sale of other INVESTMENTS

Net Cash Flow from Investments ° ° ° °
Cash Flow from Fmancmg

Subtract Increase In PREPAID EXPENSES (11,564) (538,302) (36,360) (33,000)
Add Increase In UNEARNED REVENUES (242) (630) 0 0
Add Increase In CREDITS & LOANS 0 0 0 0
Subtract DIVIDENDS paid to the owner (68,464) 0 (36,078) (42,768)

Net Cash Flow from Financing (80,270) (538,932) (72,438) (75,768)

Net Cash Flow for the Period 11,667 (255,440) (66,149) 49,249
BEGINING Cash 452,929 464,597 209,156 143,007
ENDING Cash 464,597 209,156 143,007 192,256

--A-
~

Data In thousand lei 1 3/6/97
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Data In thousand lei

Profit and Loss

1993 1994 1995 1996
TOTAL \993 TOTAL 1994 TOTALI995 TOTAL1996 TOTAll997 TOTALI998

FINANCIAL RESULTS 20\ 134 100 067 038 033

1 Revenues 110m goods (merchandise) sold 9620 6191 131575 69883 205376

2 Revenues Irom Core ActIVIty 2979010 42\9097 3437714 3628408 3835943

3 Tumover 2986630 4227286 3569289 3896269 4041320

4 or <5;> I"ventones evaluated
6 A.sets In Proce.s evaluated 1199 255 727 491

7 Tolal ProductIOn 2979010 4220296 3437969 3829132 3836434

8 Subventions for Core ActIVity 49966

9 other Revenues 8578 22720 7583 15142 11344

10 Rev Irom ProVisions for Core AcllVlty

1\ To\al Ravenu.. Core Acltvfly 3047172 4251206 3577108 3914157 4053155

12 Merchanldlse 9180 6100 125053 6B607 195221

13 Raw Matenals 12910

14 Consumables 399 052 682326 5\1622 624170 580949

15 Energy and Water 82241 9698\ 80458

16 Other Malenals 14690 10016 3642

17 Total Matenals 509 093 79\ 323 595722 693522 645499

18 Other Costs 185759 326500 396940 381750 531578

19 T8)(89 119452 57042 40665 48853 49894

20 Personnel 1515469 2111351 1720912

21 labor Burden 449243 727894 588683 773223 733412

22 Total Personnel 1964732 2845245 2309575 2577410 2444705

23 Other Operatoonal Costs
24 DeprecIatIOn lor core actIVIty 96053 233831 188932 74533 65862

25 Tolal Call. lor Core Acllvfly 2884 249 4281900 3836868 3822675 3932779

28 or <27;> Prollt or <Loss,. Core ActiVity 182923 (10754) (59779) 91482 120378

34 Total FinancIal Revenue. 14726 21722 7682 14702 11232

36 Interest Expense 1039 3480 8807
40 AmortIZation I Provision. lor Loss91l

41 Total Flnanelel Coals 1039 3480 8607 5144 5486

42 or <43;> prolll or <La•.,. Flnanclel ActiVity 13669 \8242 675 9559 5767

44 or <45> Current Prof" or <lo..> 196813 7468 (56904) 101041 128143

46 Extraordinary Revenues 271964 14999 18371 11532 6823

ccount 671 t 672 Extraordinary Costs 0 280327 22487 15289
ale 687 Amortisation I PrOVISIon. for Ex losses

47 Extraordinary Costs Total 280327 22467 15269 13177 9176

48 or <49> Extraordinary Prollt or <loss> 18363) (7488) 3103 (1645) (358)

52 or <53> Gron Proln or <Los.,. 188250 (55801) 99395 125767

54 Income Tax 76414 27240 40252
55 Prepaid Tax 4567

56 or <57;> Nel Prolll or <lOll:> 109836 I (60367) 72156 85535

Page 2 3/6/97
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ECOSAl Constanta 1994 1995 1996 1997 1998

Vulnerability
Subsidies cover of CF from
Operations
Subsidies cover of Payroll 25%

w/out labor burden 33%
Net CF from Ops as % of Payroll 32% 123% 02% 51%

w/out labor burden 165% 03% 73%

Net CF from Ops as % of Consumables 135% 554% 10% 215%

Profitability
* Operating Profit Margin 60% -03% -17% 23% 30%

* Gross Margin 62% -16% 25% 31%

Leverage
* debt to assets 71% 114% 312% 321% 353%

w/out AlC Rec 77% 132% 352% 392% 446%

* debt to revenues ( core actlv) 111% 117% 308% 161% 165%

w/out subsidies 113% 117% 30 8o/~ 161% 165%

* net CF % of TOTAL LIABILITIES 28% neg C negCF 95%

Liquidity
* current ratio 2420% 1906% 1236% 1705% 1858%

Turns (days) 360
* collection period 40 50 41 33 35
* days sales In cash 54 21 21 13 17
* payable period 9 7 60 33 34

others

*energy & water % of total costs 29% 23% 22% 181% 164%

* sal % oftotal costs 529% 497% 473% 674% 622%
* subsidies % of total costs 17%
* Subsidies % of turnover 17%

3 3/25/97
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ECOSAL Constanta

RATIOS II 1994 1995 1996 1997 1998

!subsIdIes cover or CF from Operations

!subsIdIes cover of Payroll 25%
w/out labor burden 33%

~etCF from Ops a8 % or Payroll 32% 123% 02% 51%
w/out labor burden 165% 03% 73%

Net CF from Ops as 'Yo of Consumables 135% 554% 10% 215%

• Operating Proftt Margin 92% 52% 31% 42% 46%
• Gross MargIn 62% -1 6% 25% 31%

_. ---_.
• debt to assets 71% 114% 312% 321% 353%

w/out AlC Rec 77% 132% 352% 392% 446%
• debt to revenues ( cor. Bcflv) 111% 117% 308% 161% 165%

w/out subsIdies 113% 117% 308% 161% 165%
• net CF % of TOTAL LIABILJnES 28% negCF negCF 95%

' •• , ......L

• current ratIo 2420% 1906% 1236% 1705% 1858%

l'rums 'dAvs\ 360
• collecUon period 40 50 41 33 35
• days sales In cash 54 21 21 13 17
• payable period 9 7 60 33 34

~
'energy & water "10 of total cosIs 29% 23% 22% 181% 164%
• sal % of total costs 529% 497% 473% 674% 622%
• subsidies % of total costs 17%
• subsidies % of turnover 17%.

1) A word of caubon The first year results are slightly greater because of

too IIt1e data on 1993 results

a different treatment of accounting In 1993
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Introduction
USAID and the EBRD have been cooperating with the Government of Romania m the early
development of a work plan to assist m creatmg a Municipal Credit FaCility (MCF) that would lend
to general purpose local governments (judets and muniCipalities), as well as local service
enterpnses (regll) to fmance mvestments m mfrastructure The mltlal phase of that work plan
Involves an assessment of the eXisting legal and policy framework as It affects the stability of
Intergovernmental transfers and the ability of local governments to manage their own fmances
and to borrow It also Includes an analysIs of the current fmanclal condition of general purpose
local governments In four urban regions to assess the credit worthiness of mUnicipalities and
JUdets, as potential borrowers from the MCF

ThiS FinanCial Profile of the Judet of Dambovlta was prepared as part of a broader analysIs of the
financial condition and financial management capacity of a mUnicipality and a Judet In each of
four urban regions In Romania (Bihar, Constanta, Dambovlta and Maramure~), as well as that of
the corresponding regll that proVide water, waste water, transport, solid waste and heating
services In those regions The analysIs Will contnbute to an understanding of the Issues that
might constrain the participation of mUnicipalities In the MCF

The first part of the analysIs looks at the financial condition of the Judet of Dambovlta, based on
the actual results for the penad from 1993 to 1996 The final section of the analysIs attempts to
look at the future financial condition of Dambovlta through the year 2001, although such
projectIOns should be considered as Illustrative given the current state of flux of laws and
regulations governing local government finances In Romania The final part of the analysIs looks
at the fmanclal condition of the regll that proVide local mfrastructure services In Dambovlta

A FINANCIAL ANALYSIS

Overall Results
The overall finanCial results of the Judet of Dambovlta for the penod from 1993 to 1996, as
shown In Table 1, are positive The Judet had an overall surplUS from 1993 to 1995 and a
balanced budget In 1996

However, these results by themselves reveal little else about the finances of the Judet of
Dambovlta The followmg sections of thiS Financial Profile Will attempt to proVide greater inSights
Into the financial condition of the Judet

Table 1
Overall Results

(Thousands of Lei)

1993 1994 1995 1996

Total Revenues 3,072,396 10,126,376 10,393,984 13,655,683

Total Expenditures 2,970,737 9,875,796 10,292,211 13,655,683

Overall SurplUS (DefiCit) 101,659 250,580 101,773 0
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Net Operating Results
This section of the analysIs looks at net operating results This IS different than the overall
surplus or deficit, shown above, which Judets and munrClpalltles currently calculate That
analysIs looks at the difference between all revenues and all expenditures Net operating results
look only at the difference between non-Investment (or operating) expenditures and non-capital
(or operating) revenues

The calculation uses the standard Income and expense data reported by JUdets and
mUnicipalities In Annexes 12 and 14 of their Quarterly and annual financial statements These
forms Include all revenues and expenditures by line Item for any given year, including bUdget and
actual information The calculation of the net operating results first requires Identifying and
claSSIfying those expenditures related to the cost of adminIstering the Judet or of proViding local
services ThiS Includes as well any SubSidies or transfers to other organrzatlons, such as the
regll, to pay for Similar costs These are the operatmg expenditures of the Judet The second
step IS to Isolate those revenues that are available on a continuing baSIS to pay for operating
expenditures These operatmg revenues Include all local taxes and fees, shared national tax
revenues and any operating SubSidies proVided by the state They do not Include non-fiscal
revenues, such as the proceeds of loans or of the sale of assets, or those revenues provIded by
the state specifically to pay for Investments Appendix 1 explains the calculation of operating
expenditures and revenues uSing the data available In Annexes 12 and 14 of the standard
finanCIal reports

The net operating results of the Judet are determined by subtracting ItS total operating
expenditures from ItS total operating revenues ThiS Will produce

• A net operating surplUS when recurring revenues are greater than operating
expenditures

• A net operating deficit when operating expenditures are greater than recurring
revenues

ThiS IS a slgnrflcant result Should the Judet want to enter Into a loan or Issue bonds, the
operating surplus Will be the amount available to pay the maturing pnnclpal and Interest
payments on the debt It Will largely determIne the maxImum amount the Judet can borrow A
Judet that has a current net operatIng deficit has no free operating revenues available for debt
service It should not conSider entering Into any new loans until It has taken steps to Identify and
address the causes of the problem

The net operating results of the Judet of Dambovlta for the penad from 1993 to 1996 are very
positIve, with a surplus recorded In every year

An analysIs of the net operating results In constant 1995 lei, as shown In Table 2, below, reveals
that the net operating surplus grew steadily until 1995 The surplus was smaller In 1996,
probably as a result of the SignifIcant drop In real terms In operating revenues, as dIscussed In
the next section of the analYSiS
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Table 2
Net Operating Results

Constant 1995 Lei - Thousands

1993 1994 1995 1996

Operating Revenues 4,239,466 5,792,722 6,620,134 5,497,696

Operating Expenditures 3,637,095 5,006,872 5,421,007 5,138,817

Operating Surplus (Deficit) 602,371 785,850 1,199,127 358,879

Revenue Trends
ThiS section of the analysIs looks at how the revenues of the Judet of Dambovlta have changed
over the penod from 1993 to 1996 As shown In Table 3, below, revenues decreased by almost
17 percent In real terms In 1996, after increasing steadily In the three years pnor The reduction
occurred In all categones of revenues

Table 3
Value of Revenues

Constant 1995 Lei - Thousands

1993 1994 1995 1996

Local Taxes & Fees 722,068 1,324,249 126,368 406,538

Shared National Taxes 2,883,085 4,160,849 6,212,784 4,926,178

State Operating 654,763 307,625 280,982 164,980
SubsidIes

Total Operating 4,259,916 5,792,723 6,620,134 5,497,696
Revenues

Own CapItal Revenues 19,209 2,711 10 10,097

State Capital Subsidies 2,109,327 7,146,076 3,773,840 3,195,638

Total Capital Revenues 2,128,536 7,148,787 3,773,850 3,205,735

Total Revenues 6,388,452 12,941,510 10,393,984 8,703,431

Dunng the same penod, as shown In Table 4, below, the compOSition of the operating revenues
of the Judet of Dambovlta, that IS, those revenues that are most cntlcal to an evaluation of the
borroWing capacity of the Judet, has not changed significantly Shared national tax revenues
have been by the far the most Important source of operating revenues In every year ThiS makes
the Judet highly vulnerable to vanatlons In natIonal policies and pnontles, as reflected In the
annual state budget
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Table 4
Composition of Operating Revenues

Percent of Total

1993 1994 1995 1996

Local Taxes & Fees 1695% 2286% 1 91% 739%

Shared National Taxes 6768% 71 83% 9385% 8960%

State Operating 1537% 531% 424% 300%
Subsidies

Expenditure Trends
This section of the analysIs looks at how the expenditures of the Judet of Dambovlta have
evolved over the penod from 1993 to 1996 As shown In Table 5, below, the volume of
expenditures In constant 1995 lei has grown modestly In all categones The Judet appears to
have expenditures well under control

TableS
Per Capita Operating Expenditures

by Chapter
Constant 1995 Lei· Thousands

Chapter 1993 1994 1995 1996

General AdminIstration 1 00 1 55 1 71 1 59

Education 000 000 000 000

Health 000 000 000 045

Culture and Art 057 040 077 013

Social Assistance 007 000 000 012

Public Works and Housing 1 02 024 063 038

Transportation and CommunIcatIOn 507 839 853 780

Other Economic ActIVIties 000 000 000 000

Other Activities 012 027 023 073

Debt
The Judet of Dambovlta has not borrowed In any year

The Judet IS not currently contemplating any future loans
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PrOjections
Table 6A shows the future net operating results for the Judet of Dambovlta as projected to the
year 2001, based on current revenue and expenditure trends That table shows that the Judet
will have an ample and growing operating surplus throughout the penod from 1997 to 2001

Table 68 shows the future net operating results of the Judet of Dambovlta to the year 2001, as
projected based on certain poliCy assumptions provided by the Judet Those assumptions are
that local taxes and fees Will grow by 1 5% per year starting In 1997 Based on thIS scenario, the
Judet Will have an even larger operating surplus In each year FollOWing current trends, the Judet
would not receive any revenues from local taxes and fees starting In 1997 Assuming they grow
by 1 5% per year, makes the projected operating revenues of the judet larger than In the trends
projection
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Table 6A .":r
Projections

III
;,
('l

Dambovlta iii

Actual and Projected Cash Flow "lJ...
Current Trends - Constant 1995 LeI 1993 1994 1995 1996 1997 1998 1999 2000 2001 ~

CD
Recurring Revenues Total 4244968 5782476 6575135 5414175 6601 169 7409149 8227271 9045392 9863514 c-
O/whIch c

a.
Local Taxes and Fees 707120 1 314003 81369 323017 10142 0 0 0 0 !.
Shared National Tax Revenues 2883085 4160849 6212784 4926178 6591028 7409149 8227271 9045392 9863514 0-
State Operating SubsIdIes 654763 307625 280982 164980 0 0 0 0 0 I:'

III
3
0"

Operating Expenditures Total 3637095 5006872 5421007 5138817 6030773 6522703 7080010 7676976 8286471

I~a/which

General AdminIstration 461724 714746 779434 728509 887363 973867 1060372 1 146876 1233380
Education 0 0 0 0 0 0 0 0 0
Health 0 0 0 208413 208413 270937 333461 395985 458509
Culfure & Sports 264485 185967 351287 59222 102623 57576 12529 0 0
SocIal Assistance 33549 0 0 56999 40225 47260 54295 61331 68366
PubliC Works & Housing 472609 111985 286515 172706 79659 7141 0 0 0
Transportation & Communication 2348834 3869643 3898000 3577 055 4351638 4722940 5094242 5465544 5836846
Other EconomIc ActNltles 0 0 0 0 0 0 0 0 0
Other ActNttles 55893 124531 105771 335913 360852 442981 525 111 607241 689371

Interest Payments 0 0 0 0 0 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Surplus (Deficit) 607873 775604 1 154128 275358 570396 886446 1 147260 1368416 1577042

Non recurring Operating Revenues 14948 10246 44999 83521 98546 122593 146640 170687 194735
Tolal
a/which

Non recurring Local Operatmg 14948 10246 44999 83521 98546 122593 146640 170687 194735
Revenues

Net Operating Surplus (Dellclt) 622821 785850 1 199127 358879 668942 1009039 1293900 1539103 1771777

m
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Table 68 TI

Polley Scenario :r
III

Constant 1995 Lei· Thousands
::I
n
!:
"D..
0=:

Actual and Projected Cash Flow ii"
c...

Polley Scenario· Constant 1995 lei 1993 1994 1995 1996 1997 1998 1999 2000 2001 c
Co

Recurring Revenues Total 4244968 5782476 6575135 5414175 6918890 7741929 8565043 9388231 10211 495 CD-0
Of which -c

Local Taxes and Fees 707120 1314003 81369 323,017 327862 332780 337772 342839 347981 III
3

Shared NatIonal Tax Revenues 2883085 4160849 6212784 4926,178 6591028 7409149 8227271 9045392 9863514 l:T
0

State Operatmg SubsidIes 654763 307625 280982 164,980 0 0 0 0 f
<::;:
III

Operating Expenditures Total 3637095 5006872 5421007 5138817 6030773 6522703 7080010 7676976 8286471
Of which

General Admmlstratlon 461,724 714746 779434 728509 887363 973867 1060372 1 146876 1233380
EducatIon 0 0 0 0 0 0 0 0 0
Health 0 0 0 208413 208413 270937 333461 395985 458509
Culture & Sports 264485 185967 351287 59222 102623 57576 12529 0 0
SocIal ASSIstance 33549 0 0 56999 40225 47260 54295 61331 68366
PublIC Works &Housmg 472609 111 985 286515 172706 79659 7141 0 0 0
TransportatIon &Communication 2348834 3869643 3898000 3577 055 4351638 4722940 5094242 5465544 5836846
Other EconomIc ActIVItIes 0 0 0 0 0 0 0 0 0
Other ActIVItIes 55893 124531 105771 335913 360852 442,981 525111 607241 689371

Interest Payments 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Surplus (Deficit) 607873 775604 1 154128 275358 888117 1219226 1485032 1 711 255 1 925024

...,
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B PROVISION OF INFRASTRUCTURE SERVICES

8

Organizations Responsible for Local Services
For the Judet of Dambovlta Infrastructure services are provided by the regie autonome for roads
and bridges "RADP Dambovlta" The analysIs covers the operations of this regie In 1995 and
1996

Net Profit (Loss)
The net Income from operatIons of RADP Dambovlta, as shown In Table 7, below, mcreased
from 397 million lei In 1994 to 427 million lei In 1996 Coupled with a positive gross profit margm,
this makes the company a good candidate for external frnanclng The gross profIt margrn may
actually be higher In the future because most of the fixed assets are old and fully depreciated,
which should lower the overhead

Table 7
Net Profit (Loss)

Constant 1995 Lei - Thousands

1994 1995 1996 (E) 1997 (P)

OperatIng Revenues 1,511,091 10490,815 9343,928 9,917,372

Operating Costs 1,514,581 10,093,689 8,916,462 9129538

Operating Profit (Loss) (3,490) 397,126 427,466 787,834

OperatIng Profit (Loss) Margin (02)% 38% 46% 79%

Other Revenues 3489 31493 38411 34905

Other Costs 0 105,396 102,485 94,416

Gross Profit (Loss) (1) 323,223 363,392 728,323

Profit/Payroll Taxes Paid 0 122,825 193885 233064

Net Profit (Loss) (1) 200,398 169,507 495,259

Net Cash Flow AnalysIs
The Profit and Loss Statement and the Balance Sheet of a local regie or commercial company
that provides essential Infrastructure services to a communrty present valuable information both
to the managers and to the Local Councils and other Interested parties such as Investors and
creditors Yet, It IS Important to look beyond the results reported In the Profit and Loss Statement
and Balance Sheet at other results that can be calculated uSing the information available In those
statements

Under the present conditions In the Romanian economy, It IS not unusual to fmd commerCial
compames, including many local regll, with high levels of both accounts receivable and accounts
payable A growrng inability to collect payments owed by clients for servIces provided, reflected
In the Increase In accounts receIvable, poses a potential threat to the liqUidity of many
companres, including some of the regll By and large, companres have tried to offset the loss of
cash ImplicIt In the Increase In accounts receivable by a corresponding Increase In accounts
payable The situation often IS described as one of "fmanclal blockage" - no-one pays anyone
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else This Involves senous nsks It IS not sustainable over time What might happen, for
example, If a large creditor (such as RENEL) demands payment of accumulated billS? In the
absence of a compensating reduction In receivables (an Increase In the collection from ItS
debtors), the commercial company or regie would face a senous cash problem that might Impair
ItS ability to continue to operate normally

The eXisting situation of "finanCIal blockage" distorts the picture of the financial condition of a
company or regie, as shown In ItS financial statements Assets, as shown by accounts
receivable In the balance sheet, may not be what they seem It IS likely that In the future not all
receivables Will be recovered Consequently, companies should be making prOVIsions for losses
from bad debts Conversely, liabilities, as shown by accounts payable, may also be Inaccurate
As companies begin to face the obligation to repay accumulated arrears, there IS a potential for
late payment fees or penalties Therefore, companies (including regll) which have a high volume
of accounts payable should start introdUCing prOVIsions for losses on penalties and litigatIOn

The most Immediate problem, however, IS whether the company IS generating suffICient cash to
ensure ItS continued operations In answenng this question, It IS necessary to look beyond the
operating results as reported In the Profit and Loss Statement to the Net Cash Flow of the
company By proJecting, for the near future, the level of cash that flows through the company,
the management can predict the company's cash POSition at every Instant In time, assess
liqUidity nsks, and prevent unpleasant moments of IlliqUidity In the case of the regie, liqUidity IS
also a concern for the Judet which has an obligation to proVide a reasonable level of
Infrastructure services to the local community Barnng any force majeure and uSing good sense
In estimating the nsks, the trend In the ending cash POSition can show well In advance when a
liqUidity problem might anse

How We Amve at Net Cash Flow
The purpose of the Net Cash Flow analySIS IS to Identify the sources and uses of cash dunng the
accounting penod To do thiS, the analySIS diVides the operations of a company or regie Into
three main actiVity groups that cause assets to change operations, Investments and finanCing
Beginning With net Income calculated on an accrual baSIS the analySIS makes a senes of
adjustments Intended to transform net Income Into cash flow The adjustments are of three
types

• Expenses not involVing cash outflows are added back, e g depreCiation, deferred taxes,
Increase In accounts payable and In accrued Interest payable,

• Cash outflows not treated as expenses are subtracted, e g Increase In Inventory,
diVidends,

• Revenues not InvolVing cash Inflows are subtracted as well, e g Increase In accounts
receivable and In accrued Interest earned, and gain on sale of property 1

The first actiVity covered In the analySIS are the Income and expenses related to the operatIons of
the company or regIe Most expenses Involve a corresponding outflow of cash DepreCiation,

1 Whatever cash IS generated by the sale of property will appear on the cash flow statement as
proceeds from the sale of property under the heading Ucash flow from Investments I The gain (or loss) on
the sale IS the difference between the property's seiling price and Its balance sheet value when sold
Because thiS gain IS already part of the line -/+ (purchase)/sale of property plant or eqUipment shOWing It
also as part of operating actwltles would amount to double-counting
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amortization and provIsions, however, although deducted as expenses do not reqUire the use of
cash Since they are a non-cash reduction In net mcome, they are added back to adjust the cash
flow from operations The same IS true for the Increase In accounts payable (the difference IS
deducted from net Income but not yet paid) and the decrease In accounts receivable (similarly,
this IS an Increase In sales for which the regie has not been paid) In additIOn, the Increase In
Inventory IS deducted to reflect the cash used to produce the additional Inventory This part of
the analysIs looks at the trends In accounts payable and accounts receivable, as well as net cash
generated from operations

The final two parts of the analysIs then look at the Impact on net cash flow of Investment and
finanCing activities The first Involves changes In a firm's long-term Investments In property,
plant and equipment These activities are not reflected In the Profit and Loss Statement but
represent a use (or a source of) cash 2 Fmancmg actIVitIes Include cash raised from debt
(rnilows) ana casn outflows for the diVidends paid 3

2 Because of little Information on the changes In property plant and equipment we assumed that
all changes come from revaluation of the assets ThiS IS a change that does not affect eIther the cash flow
or net Income

3 In the particular case of Romania and the regll we have also observed the use of unearned
revenues as a way to bridge-finance the shortfall of cash at the end of the year Similarly thiS IS sometimes
compensated by an Increase In prepaid expenses Both are a masked form of short-term finanCing



(2,924) (4,962) 4,786 0
000 0
000 0
o 100,199 84,754 247,630

(2,924) 95,237 89,541 247,630
24,259 817,039 1,180,622 816,093

1994 1995 1996

0 200,399 169,509

25,833 720,739 560,405

516,960 442,721 1,211,737

(259,409) (504,721) (668,685)
(256,200) (137,336) (181,885)

27,183 721,801 1,091,081

Table 8
Cash Flow Analysis

Constant 1996 lei· Thousands

RADP Dambovlta

Net Income
Cash Flow from OperatIons

Adjust Net Income to net cash provIded by operating activities
Add back DEPRECIATION, AMORTIZATION, PROVISIONS

Adjust for change an assets and liabIlitIes
Add back Increase In AlP and any other payable (Including accrued liabilities
and penalties)

Subtract Increase In AIR and any other accrued receIVable
Subtract Increase In any of the INVENTORY

Net Cash Flow from Operations
Cash Flow from Investments

-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments
Cash Flow from Fmanclng

Subtract Increase In PREPAID EXPENSES
Add Increase In UNEARNED REVENUES
Add Increase In CREDITS & LOANS
Subtract DIVIDENDS paId to the owner

Net Cash Flow from FInanCing
Net Cash Flow for the Peraod

° ° °

1997

495,260

225,953

440,592

(485,342)
(108,000)

568,463

°
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BEGINNING Cash
ENDING Cash

301,500 325,759 1,142,798 2,323,420
325J~~,142tZ98 _ 2,323,420 3,139,512

......



Financial Profile Judet of Dambovita

Net Cash Flow Actual to Date
Trends In Accounts Receivable
The accounts receIvable of RAJDP have been increasing by about 500 mIllion lei per year

12

Trends In Accounts Payable
Because of the Increase In receivables, the working capital of RAJDP has been financed through
a corresponding Increase In accounts payable Actually, payables Increased by 1 2 billion leI In
1996 This IS not a positive sign

Net Cash Flow
The combined effect of the operating and net profits recorded In 1995 and 1996, and the large
Increase In accounts payable In 1996, are reflected In a large and growing net cash flow for both
years The overall liqUidity of RAJDP IS good, with a current ratio of over 200 percent The debt
to assets ratio also IS sound at 10 to 15 percent This positIve picture should Improve, as RAJDP
receives Its share of the mcrease 10 the surcharge on gasolme, which Jumped from 5 to 25
percent

RAJDP IS highly sensitive to any Increase In the cost of raw matenals or labor which represent 40
and 25 percent of total operating costs, respectively These are not considered to be significant
threats In the short term The only concern IS that RAJDP has not used ItS cash to pay down ItS
accumulated arrears to suppliers

Impact on Finances of the Judet
Table 9, below, shows the flow of funds between the Judet and the RADP Dambovlta As
indicated by the figures In the table, the regie has been a net contnbutor to the budget of the
JUdet, based on the dlstnbutlon of ItS profits and on the share of taxes paid that accrue to the
Judet

Table 9
Flow of Funds

Judet· RAJDP Dambovlta

1994 1995 1996

From Judet to RADP Dambovlta 1,077,779 0 0

State Subsidies 1,077,779 0 0

Other 0 0 0

From RADP Dambovlta to Judet 224,352 1,681,982 935,647

Income and Sales Tax Revenues 224,352 1,577,72.7 850,893

Dlstnbutlon of Profrts 0 104,255 84,754

Net To (From) Judet (853,427) 1,681,982 935,647

Net as Percent of Revenues (86)% 163% 69%
(Expenditures)



1996
Code

0102
0302
0402
0502
0602
0702
0802
1702

3402

370201

1502
2002
2102
2202
4002

3002
4502

370202
370203
4602

APPENDIX I - DEFINITIONS

CategorylSub Category
Recurring Revenues
of which
Local Taxes and Fees
Shared National Salary Tax Revenues
State Operating Subsidies

Local Taxes and Fees
of whICh
Taxes on Profits of Regu
Taxes and Fees on IndIViduals
Fees for Use of State Property
Corporate Property Tax
Corporate VehICle Fees
Tax on Revenues from AgrICulture
Other Direct Taxes
Other Indirect Taxes

Shared National Tax Revenues
of which
Shared National Salary Tax Revenues

State Operating Subsidies
of WhICh
Subsidies for SOCial ASSIStance, Heating & PublIC Transport

Non-Recurring Revenues
of whICh
Non-Recurrrng Local OperatIng Revenues
Local Capital Revenues
Other Capital Revenues

Non-ReCUrring Local Operating Revenues
of whICh
EntertaInment Fees
DistributIOn from Profits of Regll
Revenues from PublIC InstitutIOns
Other Various Revenues
Donations

LocalCap~alRevenues

of which
Proceeds from the Sale of Public Property & HOUSing
Proceeds of Short-term Loans

Other Capital Revenues
of which
State Capital Investment SubSidies
Caprtallnvestment SubSidies from External Loans
Proceeds of Loans from RevolVing Funds



Appendix II

Detailed Financial Information on the
Judet of Dambovlta



Standard Data Set

Dimbovlta
Lme Revenues· Actual at Year End 1993 1994 1995 1996

oTotal Rl'Venues 3072 396 10 126376 10393984 13 655 683
Change In Total Revenues (current year/prevIous year) 310 103 I 31

t Local Taxes and Fees Recurrmg 340075 1028 171 81,369 506814

2 Non Recurring Local Operating Revenues 1189 8011 44999 131044

3 1..ocal Capllal Revenues 9238 2 121 10 IS 842

4 Of whIch Proceeds from the sale ofpublIc property 9238 2 121 to 0

5 Shared NatIOnal Tax Revenues I 386561 3255750 6212784 7729 173

6 State Operatlllg SubSIdIes 314895 240708 280982 2')8854

7 Other Capital Revenues 1014438 5591609 1173840 5011956

8 Total ReCUrring Rl'Venues (1 tnt 1+5+6) 2041 531 4524629 6575 135 8494841
Change In ReculTlllg Revenue, (current year/prevIOus yeM) 222 145 129

9 70lal Non Rei urnng Revenues (L,",1+J+7) 1030865 5601747 3818849 5160 842
3072 396 10126376 10 391984 0

10 Venly I me 0 = lium (Lme 8+9) OK OK OK OK

Revenu~-Initial Approved Budget 1993 1994 1995 1996

11 7vial Rl'Venue Budget 1762659 10 516 911 to 020 684 12334981

12 Local Revl'nuet and 1-ees 273846 784760 75000 372 7')0

13 ')hared Natrunal Tax Reven/lt's 721813 2926350 6154684 7118773

14 '1tate Operating SubSidies 431 270 772 000 200 000 106000

15 Recurring Revenue Budget (L'"t /1+1 ~+/4) 1426929 4483 110 6429684 7797523

- Ddtd 111 lh(lu~dlld ILl
~
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Dimbovita
Expenditures - Actual at Year End

16 AdnumfrrarlV~ E'lfpell$es GeMral Admrllls/rarlOn

17 SubsuLJes and Trall$/en General Adnunurralwn

18 Capllal f ..xlJendlrures Leneral AdmltlLs/rurwlI

19 AdmwlSrratne Expell$es Education

20 '\uhsulJes and Trans/ers Educarwn

21 Cap/ral ETpendltures Educarlon

22 AdmwlSrrarne Expell$es Healrh

23 SuhsuLJes and Tran.ifers Health

24 (. apllal bpendlrures lIeulrh

25 Admllusrratne E:"penses Culture & Spans

26 '\ub..dJn alld 1rtln.ifus <. ulrure & \ports

27 Capllal ETpendlrures tu/rure,{ Sports

28 Adm'nLfrrarne ETpmses Sorlal A.s:slS/anre

29 Subf/dJes and Tram/en SOl'lal A.lSlSranre

30 Cap/ral f~Tpendlruref SoCIal Asswanre

31 AdmllUsrmrne E'Tpemes PublIC Works & HousIIIg

32 Subsuluf alld fram/en Publll Works & lIolLfmg

33 Capllal bpeluhrures Publrc Works ,{ llolL\lIIg

34 Adnunurrarne LTpemes 1ransportallon ,{ CommU/llralWn

15 '\ubsub... and Transfers 1ransp,>rtat,oll,{ Commu/llclllu>n

36 Captlal Ev,eluUlures T,ansportlll,oll,{ CommUlllratlO1I

37 Admlltt.srm/l\e I)rpemes Other h OllomIC Arr/lltl<'f

38 \ub..dlt,. a"d TralL\fu, Olh", IA OIwmrc A, tllllle.

39 (. uplwl f ..rpelultrure. Otlter I... O"OIIIK AI til lilt'S

40 AdmlllL\rrttm e r.'l'l'lLfe\ (Jllter Arm IIle'

41 \ubwltef IIl1d Tran.'fen Oth..,Ar In Illes

42 (. aPltll1 I_Tpelulttures Olher AI III Illes

Operatln~Expendlture'i hy €.-hapter
43 ('I'nl'ml Adnum ,'rallt/n Opn I AI' (/ III' 1M /7)

44 I:ducarllm Oper /::11' (trne IV+20)

45 HI'IIlth Operl_,p (/m,21+}I)

46 <"lIlture & \port. Opa f..xp (Lrn.25+261

47 SoclIll Assntam e Oper Exr (L",. n+29)

4K Publu ",orks & HOIt\rng Oper F..xp (Lrne 1/+J2)

49 1ramportarlon & Conunlllllcatwn Opa f AJl ({ 111. 14+ I~)

SO Other I ((momll AI til rlle\ Oper" 'I' (/ m, 17+ 18)

51 Other Act/l Illes Oper l..xp 1/ rne 40+41)

I)dld III IhoU\dlld ILl

Standard Data Set

1993
222057

o
75 808

o
o
o
o
o
o

67809
'19190
27931
16135

o
1281

o
227292
509 300

1042021
87603

607230
o
o
()

268111
o
o

222 (J,\7

o
(J

127199
16135

227292
I 129624

o
2/\ 881

Pdge 2

1994
559269

o
208022

o
o
o
o
o
(J

145514
(J

o
o
o
o

1126
84299

2221749
1979812
I 0411 (Jc;l!

1513 96'1
o
o
o

97442
()

14 no

c;'iy 2flY

()

()

145 '\14
o

117625
1027 890

o
1J7442

1995
766434

13000
289271

o
o
o
o
o
o

351287
()

41332
o
o
o

5Hl
280982

1967452
o

1898000
2494907

o
o
o

105771
o

78242

779414

o
o

351287
o

286 '\15
3898000

()

10'\771

1996
I 143030

o
321 722

o
o
o

327000
o
o
o

92919
o

89432
o

5000
12 122

2';88'i4
2740823

o
5 612 4UO
2431 343

o
o
o

527047
o

93991

I 141010

o
127 (JOO

92 919
89432

270976
5612400

o
'127047

2/2HN7



• • •

DimbovJta

• •

Standard Data Set

, ,

Expenditures - Actual at Year End 1993
52 Total Operating F.-xpendltures (U"~ U+54+~5) 1749187

Of whu.h Change In Operating Fxpendllures (current yeM/prevlous year)
53 Total AdnJlmstratll'e Expenses (L,", /6+19+22+25+28+3/+34+37+40) I 374902
54 Total Subsidies & Transfers (U"~ 17+20+23+26+29+32+35+38+41} 374 285
55 Interest Payments 0

56 Total Lapl/al expenditures (LJ"~ /8+2/+U+27+30+33+36+39+42)

57 Other Payments (LJII~ 58+59+60)

Ofwluch
58 Principal Repayments
59 ~et ASIde for Reserl'es
60 DIStributIOn ofSurplus

61 10tal Annual Debt ~erl'lce (Pnnclpal+/nterest Pa)1nents)

62 Total Ftpendl/ures

63 VerIfy Lme 62 =Sum (Lme 52+56+57)

Expenditures - Imtlal Approved Budget

64 Operating Expendl/ure Budget

65 Capl/al [-Apendl/ure Budget

Other Non·Fmancl8l Data

I 221 550

o

o
o
o

o

2970737
2970737

OK

1993

I l53629

409 030

1994 1995 1996
3917740 5421007 8062804

224 138 149
278538'\ 1229025 20986'\1
I 132357 4 191 982 5964173

0 0 0

5958056 4871 204 5592879

0 101773 0

0 0 0
0 0 0
0 101773 0

0 0 0

9875796 10 292 211 13655683
9 87<i 796 10 393 984 0

OK Error OK

1994 1995 1996

4149006 5221700 7377 100

6387905 4698984 4919858

,..­
~~,

~

66 Total Local Government Fmployees (Municipal or Judel)

67 Total PopulatIOn (MUniCipality or Judel)

68 Year/o Yearlnflatwn

69 Deflator (Base Year =/995)

J)dld III Ihou\dIHl leI Pdge \

o

462833

2960%

208

o

461 197

627%

128

o

457048

278%

100

o

458493

569%

064

2/2HN7



Indicators

Dlmbovlta
Fmancl8l Performance Indicators 1993 1994 1995 1996
Key Revenue lndlcatorr

J Recurrmg RevenuesITotal Revenues 066 045 063 062
2 Shared NatIOnal Tax Re~enuesiRecurrtng Revenues 068 072 094 091
3 State Operatmg SubsldleslRecurrmg Revenues 015 005 004 003
4 • Local Taxes &FeeslRecurrmg Revenues 017 023 001 006
S Proceeds from Asset SalesITo!al Revenues 000 000 000 000

Key Expendtture Indicators
6 Total Erpenduures Per Capita (/000 lei) 642 2141 2252 2978
7 Operatmg Expendttures Per Capt/a (/000 lei) 378 849 II 86 1759
8 - Operatmg Etpenduuresffotal Expenditures 059 040 053 059
9 Capital ExpenduuresITotal hApendttures 041 060 047 041

Key Indicators ofNet Resulls
10 - Total Expenduuresffotal Revenues 097 098 099 JOO
11 Operatmg rtpendtturerlRecurrmg Revenuer 086 087 082 095
12 - Rewrrmg )urpluslWtared NatIOnal Tax Re~enues 02J 019 019 006
13 Recurrmg 'illrplus/Local Taxer & Fees 086 059 14 18 085

Key Actual to Budget Performance IndIcators
14 Actual Reven/levlnmal Revenue Budget 174 096 104 I II
IS Actual Recurrmg Re~ellller/lnmalRecllrrmg Revenue Rudge! 143 101 102 I ()9
16 Aclltal Local Taxes and feevLocal ra.ter and Fees Hlldget I 24 I 11 1 OR 136
17 Acfltal \hared NaltO/Ill11lu Re~en"es/N(ltlOlIaI1at HIll/gel 192 III 101 I 09
IS ACflla11 'Jlendtturerllmltal ,. J.pendullrt' III1t1gt't 169 () 94 104 I II
19 AUllal (Jperclflng f tpendttllrer/lmttal Operatmg f. tpendllure Budgel 129 094 104 109
20 Actllal Capttal Expendll/lrerllmllal Capital Expenditure Budget 299 093 104 114

..-­
~.

~
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Indicators

Dlmbovlta
Key RelatIve Performance IndIcators 1993 1994 1995 1996

21 Change In Recurrrng Revenues /ChanKe In lotal Revenues nfa 061 142 098
22 Change In Operating ExpendItures/Change In Recurring Re~enues nfa 101 095 1 15

Key Debt Sen'lce IndIcators
23 Total Annual Debt SerVlcelRecurrlng Re~enue~ 000 000 000 000
24 Interest PaymentsIRecurrrng Revenues 000 000 000 000
25 Total Annual Debt Service/ReCUrring ~urplus before Interest Payments 000 000 000 000
26 Max Fulllre Debt SerVlce/Recurrmg Surplu~ before Interest Payments 19 13 829 436 000

Operating Expenditure IndIcators by Chapter (1000 leI)
27 General AdminIStratIOn ExpendItures/Per Capita 048 121 1 11 249
28 EducatIOn Cxpendltures/Per Capita 000 000 000 000
29 Health Cxpendlturef/Per Capita 000 000 000 011
30 Cultllre & ~p()rts f xpetld,ture 'ifPer Capita 027 (112 077 020
31 ~oual AH1stanL e expenditures/Per Capita 003 (100 000 020
32 PublIC Works & HOllslng Expendltllre~/Per CapIta 049 (119 063 059
33 Tranfportlltron rtpendltllresiPer Capita 244 6';7 853 1224
34 Other Fconomlc Expendltllres/Per CapIta 000 000 000 000
35 Other CtpendltllreS/Per Capita 006 021 023 I 15

Operating Expenditure IndIcators by Chapter (Conftant 1995 1000 LeI) 1993 ]994 ]995 ]996
36 General AdminIstratIOn f xpendltures/Per CapIta 100 155 I 71 159
37 Edllcatron Expend,turef/Per Capita 000 000 000 000
38 Health Fxpendltllres/Per Capita 000 000 000 045
39 Culture & Sports Ltpend,tureS/Per Capita 057 040 077 013
40 \ocral AssIstance Etpendltures/Per Capita 007 000 000 012
41 PuMc Works & Housing Expenditures/Per Capita 102 024 063 038
42 TransportatIOn f tpendltureflPer Capita 507 839 853 780
43 Otller f conomlc f xpendltllres/Per Capita 000 000 000 0(10
44 Other expenditures/Per Capita 012 027 023 073

s­
-S:>
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Indicators

Dlmbovlta

Actual Net Operatmg Results 1993 1994 1995 1996
Recurring Revenues Total 2,041,531 4,524,629 6,575,135 8,494,841
Of which

Local Taxe~ and Fees 340,075 1,028,171 81,369 506,814
Shared NatIOnal Tax Revenues 1,386,561 3,255,750 6,212,784 7,729173

- State Operatmg Subsidies 314,895 240,708 280,982 258,854

Operating Expenditures Total 1,749,187 3,917,740 5,421,007 8,062804
Of which
- General AdmInistratIOn 222,057 559,269 779434 1,143,030
- EducatIOn 0 0 0 0
- Health 0 0 0 327000

Culture & "lports 127,199 145,514 351,287 92,919
SOCIal A 5SI rtana 16,115 I) 0 89,432
PubliC Works & Housmg 227,292 87,625 286515 270976
fransporlatlOn & CommunicatIOn 1,129,624 3,027,890 3,898,000 5612,400
Other FconomlL AUnlttes 0 0 0 0
Other ActiVIties 26,881 97,442 105,771 527,047

Interest Payments 0 0 0 0

Recurring Surplus (lleficlt) 292,344 606,889 1,154,128 432,037

Non-recurring Operating Revenue.. Total 7,189 8017 44,999 13\ 044
Of whIch

Non recurrlllg Local Operatl1lg Revenues 7.189 8,017 44,999 131044

Net Operatlng 'lurplu.. (Deficit) 299,533 614,906 \,199,127 563081

--~
o
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Indicators

Dlmbovlta
1993 1994 1995 1996

Capital Revenues Total 1,023,676 5,593,730 3,773,850 5,029,79R
Of whIch
- Local CapItal Revenues 9,238 2,121 10 15,842
- Stale Capital Sub!>ldles 1,014,438 5,591,609 3,773,840 5,013,956

Total Fund.. Avalldble for Inve..tments 1,323,209 6208,636 4,972,977 5,592,879

Capital Expenditures Total by Chapter 1,221,550 5,958,056 4,871,204 5,592879
- General AdminIStratIOn 75,808 208,022 289,271 321,722

EducatIOn 0 0 0 0
Healrh 0 0 0 0

- Culture & Sports 27,931 0 41,332 ()

- ~oClal A mstancr 1,281 0 0 5,000
- PublIC Works & HOllsmR 509,300 2,221,749 ),967,452 2,740,823

TransportatIOn & COmmlllllCatlOn 607,230 1,513,965 2494,907 243),343
Other Fwnomlc ACtlVltUf 0 0 0 0
Other AdlHtlfS () 14,320 78,242 93991

Overall Surplus (DefiCit) 101,659 250,580 101,773 0

Mlnu!> Other Payment" lotal 0 0 101,773 ()

Of which
Prmupal Repavments () (} 0 ()

Set ASldr for Resenes () 0 0 0
DHtrlblllum of t)urpllH 0 0 101,771 t)

Venfy Overall Surplu!> (Deliu!) mlOue; Other P<lymenle; =0 Error Error OK OK

~..).
~
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Indicators

Dlmbovlta
Actual Net Operatmg Results· Constant 1995 lei 1993 1994 1995 1996
Recurring Revenues Total 4,244 968 5,782,476 6,575,135 5,414,175
Of which

Local Taxes and Fees 707,120 1,314003 81,369 323,017
~hared NatIOnal 1ax Revenues 2,883,085 4,160,849 6,212,784 4,926178
{)tate Operatmg S"bfldter 654,763 307,625 280,982 164,980

Operating Expenditure\; Total 3,637,095 5,006,872 5,421,007 5,138,817
OfwhKh

General Admlnfstratrofl 461,724 714,746 779,434 728,509
- EducatIOn 0 0 0 0
- Health 0 0 0 208,413

C"lture & Sports 264,485 185,967 351.287 59,222
{)oual A Hlstance 33,549 0 0 56,999
Public Works & HOIHlng 472,609 111,985 286,515 172 706
TransportatIOn & CommUnfwtlOn 2.348,834 3,869,643 3,898,000 3,571,055
Olher Economu AdtHltes 0 0 0 0
Other AcltHtler 55893 124,531 105,771 335913

lnlererl Pmmeflls 0 0 0 0

Recurring ~urplus (l)endt) 607,873 775,604 1,154,128 275,358

Non recurring Operating Revenues lotal 14,948 10246 44,999 83521
Ofwhllh

Non recurrmg Lowl Operatmg Re~en"er 14948 10,246 44,999 83521

Net Operating ~urplus (Ilendt) 622,821 785,850 1,199 127 358879

~

~
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Indicators

Dlmbovlta
1993 1994 1995 1996

Capital Revenues fotal 2,128,536 7,148,787 3,773,850 3,205,735
Of which

Local Capital Revenues 19,209 2,711 to 1O,()97
- State Capital SubSidies 2,109,327 7,146,076 3,773,840 3,195,638

Total Funds Available for Investments 2,751,357 7,934,637 4,972,977 3,564,614

Capital Expenditures Total by Chapter 2,539,976 1,614,396 4,871,204 3,564,614
General AdminIstratIOn 157,628 265,852 289,271 205,049
EducatIOn 0 0 0 0
Health 0 0 0 0
ellilltre & IlpOrH 58,077 0 41,332 0
Socwl A HlStana 2,664 0 0 3,187
Puhllc Works & HOImng 1,058,991 2,839,395 1,967,452 1,146860
TransportatIOn & CommUnlCatlOlI 1,262,617 4,490,847 2,494,907 1,549,613
Other I conomlc AcIHltlef 0 0 0 0
Uther ACllvllles 0 1830t 78,242 59,905

Overall Surplus (DefiCit) 211,380 320,241 101,773 (0)

~
V
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Projections

Dlmbovlta
Ac..tual and I-n,jected Ca.,h Now fable 7
Current Trends - Constant 1995 tei 1993 1994 1995 1996 1997 1998 1999 2000 2001
R~l:orrlng Rn~nu~s Total 4244968 5782476 6575135 5414175 6601 169 7409 149 8227271 9045392 9863 514
OfwhILit

Ineal TaxLS and Fus 707120 1314003 81369 323017 10142 0 0 0 0
Shared NatIonal Ta.t R",mues 2 883 085 4 160 849 6212784 4926178 6 S91 028 7409 149 8227271 9045392 9863 514
Stale Operating Subsldlts 654763 307625 280982 164980 0 0 0 0 0

Ope....tlng ExpendltoffS Total 3637095 5006872 5421007 ~ 138817 6030773 6522703 7080010 7676976 8286 471
Ofwtuch

Ge""ral Adm,nistratIOn 461 724 714746 779434 728509 887363 973867 1060372 I 146876 I 233 380
&lucallon 0 0 0 0 0 0 0 0 0
lIealth 0 0 0 208413 208413 270937 3H 46\ 395 98~ 458509
lul/u,,, & <;P/!rtv 264 485 1115967 '~I 2117 W222 102621 ~7 576 12529 0 0
<;oeral ASSIStance 13549 0 0 56999 4022S 47260 54295 61 311 611 366
rublle Works & /lvl/smg 472 609 III 985 286 SI5 172 706 79659 7141 0 0 0
fmnvportatlOn & IOmml/mea/lOn 2348834 3 869643 3898000 1577 055 4351 638 4722940 5094242 5 46~ ~44 ~ 11'6 846
OtlrEr Feonomlc Acr"IIIes 0 0 0 0 0 0 0 0 0
Otlr", Aellllll"s 55893 124531 105771 335913 360852 442981 52~ III 607241 689371

In/nt's/ Pmmt>nls () 0 () 0 0 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring 'iurplus (Deficit) 607873 775604 I 1~4 128 275358 570396 886446 I 147260 I 368416 I 577 o·n

Non fecuning Ope....tlng R~Vt'nu~~ rotal 14 '148 10246 44999 83 ~21 98546 122593 146640 1706117 194715
Ofwluch

Non recl/rnng Local Operatmg Ri'll'nlle.s 14948 10246 44999 83521 98546 122593 146640 170687 194715

Net OperatIng 'iurplus (Uefldt) 622821 785850 I 199127 3~8 879 668942 1009039 1291900 I 539 103 I 771 777

~
~

Data '" thousand k. I'age 6 2f2Xf'J7



PrOjections

IlimbovltB
Actual and l'roJccted lash Flow Table 8

Pohcy ScenarIO' lOIL'itant 1995 I ei 1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Revenues Total 4244968 5182416 6515 135 5414115 6918890 1141929 8565043 9388231 10211 495

Ofwluch
weal fa.vs and F,es 101120 I 314 Olll 81369 323017 1278fi2 '12180 337772 342819 141981
Shared NatIonal Tax R",mu,s 2 883 085 4160 849 6212184 4926 178 6591028 1409 149 8227271 9045392 9863514

Slate Operating Subsllhes 6"4763 30162'1 280982 164 980 0 0 0 0 0

Operating ExpendllurfS Total 3637095 5006872 5421007 S 138817 6030713 6522103 1080010 7676976 8286411
Ofwluch

GeMral AdminIStratIOn 461 724 714746 719434 728509 881363 973867 1060372 I 146876 I 233380
EducatIOn 0 0 0 0 0 0 0 0 0
llt-alth 0 0 0 208413 208411 270917 331461 39'1985 458509
Cullll re &: 'Iports 264 485 185961 351 287 '19222 102623 57 '17fi \2529 0 0
SOCial ASSIstance 13549 0 0 '16999 40225 47260 S4295 61 131 68366
PublIC Works &: /lmlflng 472609 III 98'i 286515 172706 79659 7141 0 0 0
TransportatlOtI &: Communl/atlOn 2 348834 3869643 3898000 3511055 43'11618 4122940 5094242 5465544 '1816846
Otlru EconomIC Actll ,,"'S 0 0 0 0 0 0 0 0 0
Otlru A, til IItt'S 'i'l891 124 'i31 10'1111 335913 1fill 8'12 442981 525 111 607241 fi1l9371

Intprest Pa)ments 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001
ReClining Surplus (l)endl) 601873 11'1604 I 154128 215358 888117 I 219226 1485032 I 711 255 1925024

-:-~
~.<~

D Ila III tholl'and I~I I)age 7 2/21l/'17



Dlmbovlta
Pohcy Scenarto Assumptions
PerCfnt (%) {''hUige In Real Tenns by Year
Recurring Revenues Tob'
Of which

l.nral Taxes and Fl'l's
Shared Nallonal Tax Rt'lmui's
Stall' Op"ralmg Subsllh ....t

Openllng Ellpendltures Total
Ofwluch

Gerlt'ral AdnullJsITallOn

EducatIOn

lIea/lh
eulturt! &. Sports

SOl IIII Asslslance

PublIC Works &. !louring

TrallSpOl1atlOtI &. rommumcallOn

Olher Econ'lfIIlc Ar/nllu's

Olher Act"met

1993

nla
nla
nla

nla

nla
nla
nla
nla
nla
nla

nla
nla

1994

nla
nla
nla

nla

nla
nla
nla
nla
nla
nla
nla
nla

1995

nla
nla
nla

nla
nla
nla

nla
nla
nla
nla
nla
nla

Projections

1996 1997

0015

1998

0015

1999

00t5

2000

0015

2001

0015

Do you t1unk thaI changes ID poh~ y may creale new lIends for fUlure revenues and e~Jl<"ndJlure.t? If to enler 10 da:lmaI form whal you e~lImale 10 be the Jl<"rcenl change In reallerms
nollDllallonary change You <.an enter posillve or negallve percents for ea<.h calegory of revenue~and expenditures In the above secllon These percents will mowfy the proJecllons
In the pohey s""narlo sectoon If no percenllt enlered the value ID the poliCy sttnarto Will be the Slme as thRlID the compulrr trends If zero IS entered the value of thal calegory
will he the same as In the prevIOus year (10 conslanllel) You can compare the proJecllon.. made by the computrr ID the trend seCllon With your proJecllons In the P<'Jlcy seenano

A tSllmp 1.,oan
I'rlOur'll Inlere~1 RAle 1erm (In Yearsl I ~ Rate

~
Q

Inleresl Paymmls

nala In th(\ll.~and lei

nla nla nla nla

Page II 2f2~f')7
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Appendix III

Detailed Fmanclal InformatIon on the
RADP Dambovlta

Judet of Dambovlta
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Net Cash Flow AnalysIs

Constant 1995 LeI

RADP Dambovlta 1994 1995 1996 1997 1998

Net Income

Cash Flow from Operations 0 208,510 169,509 495,260 426,826

Adjust Net Income to net cash provided by operating activities
Add back DEPRECIATION, AMORTIZATION, PROVISIONS 25,833 720,739 560,405 225,953 199,725

Adjust for change in assets and liabilities
Add back Increase In AlP and any other payable (including accrued

liabilities and penalties) 516,960 442,721 1,211,737 440,592 591,315

Subtract Increase In AlR and any other accrued receIvable (259,409) (504,721) (668,685) (485,342) (667,346)

Subtract Increase In any of the INVENTORY (256,200) (137,336) (181,885) (108,000) (148,500)

Net Cash Flow from Operations 27,183 729,912 1,091,081 568,463 402,020

Cash Flow from Investments
-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT
-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments ° ° ° ° 0

Cash Flow from Fmancmg
Subtract Increase In PREPAID EXPENSES (2,924) (4,962) 4,786 ° 0

Add Increase In UNEARNED REVENUES 0 0 0 0 0
Add Increase In CREDITS & LOANS 0 0 ° 0 0

Subtract DIVIDENDS paid to the owner ° 104,255 84,754 247,630 213413
Net Cash Flow from FinanCing (2,924) 99,293 89,541 247,630 213,413

Net Cash Flow for the Period 24,259 829,205 1,180,622 816,093 615,432
BEGINING Cash 301,500 325,759 1,154,965 2,335,586 3,151,679
ENDING Cash 325,759 1,154,965 2,335,586 3,151,679 3,767,111

~

~­
~

Data In thousand lei 1 3n/97
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Profit and loss
Constant 1995 lei

TOTAL 1994 TOTAL1995 TOTALI 996 TOTAL1997 TOTALI998

FINANCIAL RESUL1S RADP Damboviia 134 100 087 038 033

1 Revenues from goods (merehandlse) sold 87074 248211 257127 252669 385735

2 Revenues from Core AClIVrty 366238 10157749 8430873 9294311 9357108

3 Turnover 433312 10405981 8868000 9548980 9722843

4 or <5> Invenlories evaluated 84855 855928 370391 1030524

6 Assets In Process evaluated

7 Total ProductIon 386238 10242804 9088801 9864703 10387632

8 Subvenlions lor Core Acllvrty 1077779

9 Other Revenues

10 Rev Irom ProvisIOns lor Core Acllvrty

11 Tota' Revenues Core Activity 1511091 10490 815 9343928 9917372 10753368

12 Merchanldtse 21716 88373 87228 87800 117853

13 Raw MaterlSls 684680 1847242 2308327 2090782 2853915

14 Consumables 74153 637310 608793

15 Energy and Water 42328 85009 114324

16 Other Matenals 38835 85959 66696

17 Tolal Malenals 839975 2855519 3318143 2986631 4077022

18 Other Cosls 65747 3831480 2906644 3389062 3279309

19 Taxes 111 374 990 070 340264 665167 468034

20 Personnel 336958 1373176 1313545 1256306 1340 191

21 Labor Burden 112978 484832 437894 538417 574368

22 Tolal Personnel 449 936 1838006 1751439 1794724 1914559

23 Other Operatronal Cosls

24 Depreclalion lor core actlvrty 25833 690238 512744 225953 199 725

25 Total Cos" for Core Ac11v1ty 1514581 10093 689 6916482 9129 538 10076501

26 or <27> Profit or <Loss> Cora Activity (3489) 397127 427487 787834 676865

34 Tota' Flnancla' Revenues 3489 31207 36219 34713 37529

38 Inleresl Expense 74695 54824
40 AmortlzallOn I PrOVISIOns lor Losses

41 Total Financial Cost. 74895 54824 64860 64809

42 or <43> Profit or <Loss> Financial Activity 3489 (43 666) (16604) (30146) (27281

44 or <45> Current Profit or <Lou> 353439 410862 757668 649565

48 ExtraordInary Revenues 266 192 192 126

account 671 + 672 ExtraordInary Costs I

ale 667 AmortIsatIOn I Provisions lor Ex Losses 30501 47661

47 ExtraordInary Coats Tota' 30501 47661 29556 22026

46 or <49> Extraordinary Prollt or <Loss> (30215) (47489) (29364) (21900)

52 or <53> Gross Prollt or <Loss> 323224 363393 728324 627665

54 Income Tax 122825 72735 233064 200 859
55 Prepaid Tax 121150

56 or <57> Net Prollt or <Lon> 200 399 169509 495260 426626

Page 2 3f7197
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Fmanclal Ratios

RADP Dambovlta 1994 1995 1996 1997 1998

Vulnerability

Subsidies cover of CF from Operations 1000% 00% 00% 00% 00%
Subsidies cover of Payroll 2395% 00% 00% 00% 00%

w/out labor burden 3199% 00% 00% 00% 00%
Net CF from Ops as % of Payroll 60% 393% 623% 31 7% 210%

w/out labor burden 8 1% 20% 83 1% 31 7% 210%
Net CF from Ops as % of Raw Materials 40% 391% 473% 272% 141%

profitability

• Operating Profit Margin 02% 38% 46% 79% 63%
• Gross Margin 00% 31% 39% 73% 58%

Leverage

• debt to assets 82% 131% 165% 139% 142%
w/out AlC Rec 86% 147% 189% 159% 166%

• debt to revenues ( core actlv) 342% 90% 157% 11 9% 151%
w/out subsidies 1193% 90% 157% 11 9% 151%

• net CF % of TOTAL LIABILITIES 126% 986% 540% 249% 763%

LiqUidity

• current ratio 201 8% 1989% 2186% 321 9% 3148%

Turns (days)

• collecUon period 216 28 47 41 62
• days sales In cash 125 24 90 111 126
• payable period 78 18 40 32 39

others

• raw materials % of total costs 14% 09% 1 0% 10% 12%
• sal % of total costs 222% 136% 14 7% 197% 190%
• subsidies % of total costs 71 2% 00% 00% 00% 00%
• subsidies % of turnover 2487% 00% 00% 00% 00%

3 3/25/97
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Introduction
USAID and the EBRD have been cooperating with the Government of Romania In the early
development of a work plan to assist In creating a MUnicipal Credit FacIlity (MCF) that would lend
to general purpose local governments (judefs and mUnicipalities), as well as local service
enterpnses (regll) to finance Investments In Infrastructure The Initial phase of that work plan
Involves an assessment of the eXisting legal and policy framework as It affects the stability of
Intergovernmental transfers and the ability of local governments to manage their own finances
and to borrow It also Includes an analYSis of the current finanCial condition of general purpose
local governments In four urban regions to assess the credit worthiness of mUnicipalities and
JUdets, as potential borrowers from the MCF

ThiS Financial Profile of the MUniCipality of Targovlste was prepared as part of a broader analysIs
of the financial condition and finanCial management capacity of a mUnicipality and a judet In each
of four urban regions In Romania (Bihar, Constanta, Dambovlta and Maramure§), as well as that
of the corresponding reglfthat proVide water, waste water, transport, solid waste and heatmg
services In those regions The analysIs Will contnbute to an understanding of the Issues that
might constrain the partiCipation of mUniCipalities In the MCF

The first part of the analySIS looks at the finanCial condition of the MUniCipality of Targovlste,
based on the actual reSUlts for the penod from 1993 to 1996 It also attempts to look at the
future finanCial condltron of Targovlste through the year 2001, although such projections should
be conSidered as Illustrative given the current state of flux of laws and regulations governing
local government fmances In Romania The final part of the analySIS looks at the finanCial
condition of the regie that proVides local Infrastructure services In Targovlste

A FINANCIAL ANALYSIS

Overall Results
The overall finanCial results of the MUniCipality of Targovlste for the penod from 1993 to 1996, as
shown In Table 1, are consistently POSitive

However, these results by themselves reveal little else about the finances of the MUniCipality of
Targovlste The follOWing sections of thiS FinanCial Profile Will attempt to proVide greater inSights
Into the finanCial condition of the MUniCipality

Table 1
Overall Results

(Thousands of Lei)

1993 1994 1995 1996

Total Revenues 3,938,440 10,582,954 20,448,470 32,747,014

Total Expenditures 3,578,376 10,449,829 20,448,470 32,747,014

Overall SurplUS (DefiCit) 360,064 133,125 ° °
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Net Operating Results
This sectIOn of the analysIs looks at net operating results This IS different than the overall
surplUS or deficit, shown above, which JUdets and mUnicipalities currently calculate That
analysIs looks at the difference between all revenues and all expenditures Net operating results
look only at the difference between non-rnvestment (or operating) expenditures and non-capital
(or operatmg) revenues

The calculation uses the standard rncome and expense data reported by Judets and
mUnicipalities In Annexes 12 and 14 of their quarterly and annual fmanclal statements These
forms Include all revenues and expenditures by line Item for any given year, including bUdget and
actual information The calculation of the net operating results first reqUires Identifying and
claSSIfying those expenditures related to the cost of admlnlstenng the MUniCipality or of providing
local services ThiS Includes as well any SubSidies or transfers to other organizations, such as
the regll, to pay for Similar costs These are the operatmg expendItures of the MUniCipality The
second step IS to Isolate those revenues that are available on a continuing baSIS to pay for
operating expenditures These operatmg revenues Include all local taxes and fees, shared
national tax revenues and any operating SubSidies provided by the state They do not Include
non-fiscal revenues, such as the proceeds of loans or of the sale of assets, or those revenues

-- - provided by the state specifically to pay for Investments Appendix 1 explains the calculation of
operating expenditures and revenues uSing the data available In Annexes 12 and 14 of the
standard financial reports

The net operating results of the Munrclpallty are determined by SUbtracting ItS total operating
expenditures from Its total operatIng revenues ThiS will produce

• A net operating surplUS when recurrrng revenues are greater than operating
expenditures

• A net operating deficit when operatmg expenditures are greater than recurrrng
revenues

ThiS IS a slgnrflcant result Should the Munrclpallty want to enter mto a loan or Issue bonds, the
operating surplUS Will be the amount available to pay the matunng principal and Interest
payments on the debt It Will largely determme the maximum amount the Munrclpallty can
borrow A MUniCipality that has a current net operatmg defiCit has no free operatmg revenues
available for debt service It should not consider entering Into any new loans untIl It has taken
steps to Identify and address the causes of the problem

The net operating results of the MUniCipality of Targovlste for the penod from 1993 to 1996 are
less positive Targovlste had an operating deficit 10 1994 and 1996

An analysIs of the net operatrng results In constant 1995 lei, as shown 10 Table 2, below, reveals
that the MUniCipality had ItS largest deficit ever In 1996 ThiS occurred despIte an Increase 10

revenues of over 10% In real terms ThIS IS cause for some concern



Financial Profile Municipality of Targovlste 3

Table 2
Net Operating Results

Constant 1995 Lei - Thousands

1993 1994 1995 1996

Operating Revenues 5,470,426 8,814,061 12,859,227 14,156,315

~eratlng Expenditures 5,405,916 9,132,648 12,417,349 14,753,369

Operating Surplus 64,510 (318,587) 441,878 (597,054)
(Deficit)

Revenue Trends
This section of the analysIs looks at how the revenues of the MUnicipality of Targovlste have
changed over the period from 1993 to 1996 As shown In Table 3, below, revenues have
Increased steadily In real terms since 1993 The largest year to year Increase occurred between
1994 and 1995 The Increase In 1996 depended totally on revenues received from the state
bUdget Local taxes and fees decreased In real terms by almost 20 percent ThiS IS not a
positive trend because It makes the MUnicipality increasingly susceptible to changes In national
poliCies and priOrities, as reflected In the annual state budget

Table 3
Value of Revenues

Constant 1995 Lei - Thousands

1993 1994 1995 1996

Local Taxes & Fees 1,601,959 2,026,051 6,108,842 3,983,437

Shared National Taxes 2,637,452 6,094,088 4,590,139 7,235,263

State Operating 1,231,015 693,922 2,160,246 2,937,614
Subsidies

Total Operating 5,470,426 8,814,061 12,859,227 14,156,314
Revenues

Own Capital Revenues 919,635 830,172 373,001 1,615,393

State Capital Subsidies 1,799,161 3,880,781 7,256,242 5,413,620

Total Capital Revenues 2,718,796 4,710,953 7,629,243 7,029,013

Total Revenues 8,189,222 13,525,014 20,488,470 21,185,327

Durrng the same penod, as shown In Table 4, below, the composition of the operating revenues
of the MUniCipality of Targovlste, that IS, those revenues that are most cntlcal to an evaluation of
the borroWing capacity of the MUniCipality, has fluctuated from year to year Without any eVident
pattern The erratic behaVIOr of these key operating revenues may account for the difficulty the
municipality has had balanCing operating revenues and expenditures
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Table 4
Composition of Operating Revenues

Percent of Total

1993 1994 1995 1996

Local Taxes & Fees 2928% 2299% 4751% 2814%

Shared National Taxes 4821% 6914% 3570% 5111%

State Operating 2250% 787% 1680% 2075%
Subsidies

Expenditure Trends
ThiS section of the analysIs looks at how the expenditures of the MUnicipality of Targovlste have
evolved over the penod from 1993 to 1996 As shown In Table 5, below, the volume of
expenditures In constant 1995 lei grew rapidly In all categones, except transportation, between
1993 and 1995 Expenditures In most categones tended to level off In 1996 The notable
exceptions are the expenditures In education and pubhe works which grew rapidly In real per
capita terms between 1995 and 1996 ThiS probably explarns the operatrng deficit recorded In
1996

Table 5
Per Capita Operating Expenditures

by Chapter
Constant 1995 Lei - Thousands

Chapter 1993 1994 1995 1996

General Administration 213 324 559 495

EducatIOn 000 000 1890 3073

Health 2689 44 78 4580 4197

Culture and Art 032 032 255 389

Social AsSistance 086 1 99 501 762

Public Works and HOUSing 2496 2817 4220 5382

Transportation and Communication 000 1371 447 455

Other Economic ActiVIties 000 000 000 000

Other ActiVities 000 001 025 034

r
\~~
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Debt
The MUnicipality of Targovlste has borrowed tWIce for short-term cash management, once In
1994 and again In 1996 These are precIsely the same years In whIch the munrclpallty had a net
operating defIcit Part of the 1996 loan IS stili due

The MUnicipality IS not currently contemplating any future loans

PrOjections
Table 6A shows the future net operating results for the MunIcipality of Targovlste as projected to
the year 2001, based on current revenue and expenditure trends That table shows that the
MUnicipality will have to take steps to control the growth of expenditures OtherwIse, It will face
growmg operating deficits In every year until 2001

Table 68 shows the future net operating results of the MUnicIpality of Targovlste to the year
2001, as prOjected based on certain policy assumptIOns provided by the Munrclpallty Those
assumptions are that local taxes and fees wIll grow by 1 5% per year starting In 1997 Based on
thIS scenario, the MUnicipality WIll face even larger operating defIcIts In each year because local
taxes and fees would be expected to grow at a rate greater than 1 5% based on current trends
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Table 6A "TI
5"

ProJections· Current Trends
III
;:,
0

Current 1995 Lei iii
Targovlste "'U..
Actual and ProJected Cash Flow 0

:!:
Current Trends - Constant 1995 lei 1993 1994 1995 1996 1997 1998 1999 2000 2001 ii'

Recurring Revenues Total 5241 918 8460844 12278973 13851 342 17,369869 20334 509 23299149 26263789 29228429

Of whIch

Local Taxes and Fees 1373451 1672834 5528588 3678464 5756032 6833112 7910191 8987270 10064349

Shared National Tax Revenues 2637452 6094088 4590139 7235263 8211607 9440555 10669504 11 898452 13127401

State Operatmg Subsidies 1231 015 693 922 2 160246 2 937 614 3402230 4 060842 4 719 455 5378067 6036679

Operating Expenditures Total 5405916 9132648 12417349 14753369 18,259086 21391792 24524498 27657204 30789910

IIOf which

General Administration 209095 320871 556610 493814 667572 776561 885551 994541 1 103530

Education 0 0 1 880 596 3,065 647 4005945 5113699 6221 452 7,329 206 8 436 960

Health 2640046 4434660 4557,536 4187999 5146,745 5,623418 6100092 6 576 766 7 053 440

Culture & Sports 31558 31234 253630 388030 499,066 628247 757429 886610 1015791

Social ASSistance 84481 197125 499009 760430 967694 1,200667 1433640 1 666613 1899586

Publrc Works & Housmg 2440736 2 790 205 4,200 188 5369662 6249388 7269064 8288740 9308416 10328092

Transportation & Communication 0 1357856 444859 453739 676169 720991 765813 810635 855457

Other Economic ActIVities 0 0 0 0 0 0 0 0 0

Other ActiVities 0 697 24921 34047 46508 59144 71781 84417 97054

Interest Payments 0 0 0 0 0 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring SurplUS (Deficit) (163998) (671 804) (138376) (902027) (889217) (1 057 283) (1 225349) (1 393415) (1 561 481)

Non recurring Operating Revenues Total 228508 353217 580254 304973 480846 526489 572133 617 776 663419
Of whIch

Non recurring Local OperatIng Revenues 228508 353217 580254 304,973 480846 526489 572,133 617776 663419

Net Operating SurplUS (Deficit) 64510 (318586) 441 878 (597054) (408370) (530793) (653216) (775639) (898062)

I
01
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Table 68 I:?

ProJections· Policy Scenario
g
ii'

Constant 1995 Lei
Actual and Projected Cash Flow

Policy Scenario - Constant 1995 Lei 1993 1994 1995 1996 1997 1998 1999 2000 2001

Recurring Revenues Total 5241 918 8460844 12278973 13851 342 15347478 17 291043 19235449 21 180707 23126830

Of which

Local Taxes and Fees 1 373451 1672834 5528588 3678,464 3733641 3789646 3846490 3,904188 3962750

Shared NatIonal Tax Revenues 2637452 6094088 4590139 7235263 8211607 9440555 10669504 11898452 13127401 0

State Operatmg SubsIdIes 1 231 015 693922 2160246 2937614 3402230 4060842 4719455 5378067 6036679
<
in-CD

Operating Expenditures Total 5405916 9132648 12417349 14753369 18259 086 21391792 24524498 27657204 30 789910

Of which

General AdmInistratIon 209095 320871 556,610 493814 667572 776,561 885551 994541 1 103530
EducatIon 0 0 1 880596 3065647 4005945 5113699 6221452 7329206 8436960
Health 2640046 4434660 4557536 4187999 5146745 5623418 6100092 6576766 7053440
Culture &Sports 31 558 31234 253630 388030 499066 628247 757429 886610 1015791

SocIal ASSIstance 84481 197125 499009 760430 967694 1200667 1,433640 1666613 1899586
Pubhc Works &Housmg 2440736 2790205 4200,188 5369662 6249388 7269064 8288740 9308416 10328092
TransportatIon &CommunicatIon 0 1357856 444859 453739 676169 720991 765813 810635 855457
Other EconomIc ActIVitIes 0 0 0 0 0 0 0 0 0
Other ActIVItIes 0 697 24,921 34047 46,508 59144 71781 84417 97054

Interest Payments 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001
Recurring Surplus (Deficit) (163998) (671 804) (138376) (902,027) (2911,608) (4 100749) (5289049) (6476497) (7663080)

.....
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B PROVISION OF INFRASTRUCTURE SERVICES

8

Orgamzatlons Responsible for Local Services
For the MUnicipality of Targovlste Infrastructure services are provided by a local regie autonome
and a commerCial company

The Regie Autonome for Public Works, known as liRA de Gospodane comunala locala" (RAGe)
provides the following services
• Water and waste water
• Heating (Including both production and distribution)
• Mass Transit
• MOUSing ana others Oncludlng markets)
• City street maintenance

"SC de Salubntate," a private company, collects and disposes of solid waste based on
commerCial contracts with local residents and businesses A second private garbage collection
company IS In the offing The mUnicipality supervises the licensing of these compames The
munIcipality requires that every household, as well as private or public entities, sign a contract for
garbage collection with one of these two compames

This analysIs focuses on RAGe only Since the regie began to operate under ItS current
structure In 1994, the analysIs covers the financial history from 1994 to 1996

Net Profit (Loss)
The net Income of RAGC, as shown In Table 7, below, has followed a steady positive trend
dunng the penod from 1994 to 1996 The results have Improved from a loss of lei 1,342 6 million
In 1994 to an estimated profit of lei 323 9 million In 1996, expressed In constant 1995 lei It IS
expected that 1997 will produce a profit of approximately lei 1 1 billion, If present conditions
remain the same

The operating profit margin of RAGC IS also Improving from a negative 10 a percent In 1994 to a
positive 4 3 percent In 1996, shOWing that the regie IS able to perform ItS core activity and earn a
modest profit

Presenting the figures for the regie as a whole, however, masks the fact that certaIn parts of the
regie are not profitable In 1995, the regie lost lei 307 million In performing the services for
heating and mass transit, which was balanced by equal gains from the operations concerning
water, sewage and other public work actiVities By the third quarter of 1996, these same
servIces produced a loss of leI 787 2 million and were offset by gains of lei 1,236 million for the
other services

Although the operating results provide Important information about the finances of RAGe, they
may not provide a complete understanding of the overall finanCial condition of the regie The
follOWing analysIs Will attempt to prOVide additIonal inSights
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Table 7
Net Profit (Loss)

Constant 1995 Lei - Thousands

1994 1995 1996 (E) 1997 (P)

Operating Revenues 12,475,346 20,783,530 21,735,654 21,893,260

Operating Costs 13,819,546 20,917,507 20,795,422 20,127,627

Operating Profit (Loss) (1,344,200) (133,977) 940,232 1,765,633

Operating Profit (Loss) Margin (108)% (06)% 43% 81%

Other Revenues 98,230 107,337 130,079 107,558

Other Costs 96,582 94,843 547,843 215,984

Gross Profit (Loss) (1,342,552) (121,483) 522,468 1,657,207

Profit/Payroll Taxes Paid 0 1,114 198,538 530,306

Net Profit (Loss) (1,342,552) (122,597) 323,930 1,126,901

Net Cash Flow AnalySIS
The Income Statement and the Balance Sheet of a local regie or commerCIal company that
prov,des essential Infrastructure services to a community present valuable Information both to
the managers and to the Local Councils and other Interested parties such as Investors and
creditors Yet, It IS Important to look beyond the results reported In the Income Statement and
Balance Sheet at other results that can be calculated uSing the information available In those
statements

Under the present conditions In the Romanian economy, ,t 's not unusual to find commercial
companies, Including many local regJl, With high levels of both accounts receivable and accounts
payable A growing inability to collect payments owed by clients for services prov,ded, reflected
In the Increase In accounts receivable, poses a potential threat to the liqUIdity of many
companies, including some of the regll By and large, compames have trred to offset the loss of
cash ImpliCit In the Increase ,n accounts receivable by a corresponding Increase In accounts
payable The Situation often 's descnbed as one of "flnanc,al blockage" - no-one pays anyone
else ThiS Involves senous riSks It 's not sustainable over time What might happen, for
example, If a large creditor (SUCh as RENEL) demands payment of accumulated bills? In the
absence of a compensating reduction In receivables (an Increase In the collection from Its
debtors), the commerCial company or regie would face a serrous cash problem that might Impair
ItS abl/rty to continue to operate normally

The eXisting SituatIOn of "financial blockage" distorts the picture of the financial condition of a
company or regie, as shown In Its financial statements Assets, as shown by accounts
receivable In the balance sheet, may not be what they seem It IS likely that In the future not all
receIvables Will be recovered Consequently, companies should be makmg proVISions for losses
from bad debts Conversely, /rabilltles, as shown by accounts payable, may also be Inaccurate
As companres begm to face the obligation to repay accumulated arrears, there IS a potential for
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late payment fees or penalties Therefore, companies (Including regll) whIch have a high volume
of accounts payable should start introducing provIsions for losses on penalties and litigation

The most Immediate problem, however, IS whether the company IS generating suffiCient cash to
ensure Its continued operations In answenng thiS question, It IS necessary to look beyond the
operating results as reported In the Income Statement to the Net Cash Flow of the company By
proJectmg, for the near future, the level of cash that flows through the company, the management
can predIct the company's cash position at every Instant In time, assess liqUIdity nsks, and
prevent unpleasant moments of IlliqUidity In the case of the regie, lrquldlty IS also a concern for
the mUnicipality which has an obligation to provide a reasonable level of Infrastructure services to
the local community Barnng any force majeure and uSing good sense In estimating the nsks,
the trend In the endIng cash posItion can show well In advance when a liqUidity problem might
anse

How We Amve at Net Cash Flow
The purpose of the Net Cash Flow analysIs IS to Identify the sources and uses of cash dunng the
accounting penod To do thiS, the analysIs divides the operations of a company or regie Into
three maIO activity groups that cause assets to change operations, mvestments and finanCing
Beglnmng with net Income calculated on an accrual baSIS the analysIs makes a senes of
adjustments Intended to transform net Income Into cash flow The adjustments are of three
types

• Expenses not involving cash outflows are added back, e g depreciatIon, deferred taxes,
Increase In accounts payable and In accrued Interest payable,

• Cash outflows not treated as expenses are subtracted, e g Increase 10 Inventory,
dIvIdends,

• Revenues not Involvmg cash Inflows are subtracted as well, e g Increase In accounts
receivable and In accrued Interest earned, and gam on sale of property 1

The first actiVity covered In the analYSis are the Income and expenses related to the operatIons of
the company or regie Most expenses Involve a corresponding outflow of cash Depreciation,
amortIzation and prOVIsions, however, although deducted as expenses do not reqUire the use of
cash Since they are a non-cash reductIOn In net Income, they are added back to adjust the cash
flow from operations The same IS true for the mcrease In accounts payable (the difference IS
deducted from net Income but not yet paid) and the decrease In accounts receIvable (Similarly,
thiS IS an Increase In sales for which the regie has not been paid) In additIOn, the Increase In
Inventory IS deducted to reflect the cash used to produce the additIonal Inventory ThiS part of
the analysIs looks at the trends In accounts payable and accounts receivable, as well as net cash
generated from operations

I Whatever cash IS generated by the sale of property Will appear on the cash flow statement as
proceeds from the sale of property under the heading ucash flow from Investments' The gain (or
loss) on the sale IS the difference between the property's seiling price and Its balance sheet value
when sold Because thiS gaIn IS already part of the line -/+ (purchase)/sale of property, plant or
equIpment, shOWing It also as part of operating actIVitIes would amount to double-counting
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The final two parts of the analysIs then look at the Impact on net cash flow of Investment and
financing activities The first Involves changes In a firm's long-term Investments In property,
plant and equipment These actIVIties are not reflected In the Income statement but represent a
use (or a source of) cash 2 Financing actIVities Include cash raised from debt (Inflows) and cash
outflows for the diVidends paid 3

2 Because of little Information on the changes In property, plant and equipment we assumed that
all changes come from revaluation of the assets This IS a change that does not affect either the
cash flow or net Income

3 In the particular case of RomanIa and the regll, we have also observed the use of unearned
revenues as a way to brrdge-flnance the shortfall of cash at the end of the year Similarly, thiS IS
sometrmes compensated by an Increase In prepaid expenses Both are a masked form of short·
term financing
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3,267,932 5,858,734 2,637,714 4,248,224 3,442,969
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(2,153,770) (6,442,198) (2,380,780) (4,411,489) (3,396,134)
(237,979) (1,161,268) (371) (580,819) (290,595)
405,905 (796,393) 1,651,081 722,042 1,141,617
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(1,342,551)

Table 8
Net Cash Flow Analysis
Constant 1995 Lei

RAGC Targovlste

Cash Flow from OperatIons

Adjust Net Income to net cash provided by operating activities
Add back DEPRECIATION, AMORTIZATION, PROVISIONS

Adjust for change In assets and liabilities
Add back ncrease n AlP and any other payable (Including accrued

liabilities and penalties)

Subtract Increase In AIR and any other accrued receIVable

Subtract Increase In any of the INVENTORY

Net Cash Flow from Operations
Cash Flow from Investments

-/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT

-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments
Cash Flow from Fmancmg

Subtract Increase In PREPAID EXPENSES

Add Increase In UNEARNED REVENUES

Add Increase In CREDITS & LOANS

Subtract DIVIDENDS paid to the owner

Net Cash Flow from FinanCing
Net Cash Flow for the Period

Net Income

BEGINING Cash
ENDING Cash

1,169,679 1,153,323 434,700 2,801,090 3,489,181
1,153~~ 434,700 2,801,090 3,489,181 4,974,091

....
N

~
~,JJ
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1qet CaSh Flow Actual to Date
Trends In Accounts ReceIVable
The receivables of RAGC have Increased over the years, reachIng a record level of Lei 9 billion
In September 1996 The largest single Increase was In 1995 when accounts receivable Jumped
In one year by Lei 6 5 billion Even considering an Improvement for 1997, the receivables WIll
probably continue to Increase by about 3 5 or 4 billion LeI In real terms per year all other things
being equal The largest share of debtors comes from private households

Trends In Accounts Payable
Because of the Increase In accounts receivable, the working capital has been largely financed
through a corresponding Increase In accounts payable Consequently accounts payable for
RAGe have similarly Increased with a peak In 1995 of Lei 5 9 billion The major creditor IS
RENEL, the power authority, through ItS two local Subsidiaries

Net Cash Flow
Because of the parallel Increase In the level of receivables and payables, the net cash flow
actually follows the trend In Income As a result, at present the regie IS In a relatively sound cash
positIOn liqUidity IS good and Increasing It IS expected that It Will retain ItS current ratIo of over
100 percent or more The debt to assets ratio IS a reassuring 15 percent

Subsidies playa major part In the regie's operations They account for all of the net cash
generated from operations and approximately 15 percent of turnover Consequently, any change
In the polley leading to a reduction In Subsidies Will have a significant adverse Impact on the net
cash POSitIon of the regie Among other external factors that could have a significant Impact on
the cash POSition of the regie, the largest Single concern would be an Increase In the price of
energy or water (which account for one-third of total costs) The second most Important IS the
cost of labor, which IS currently 25 percent of total costs and IS expected to Increase to 30
percent Any pnce Increase In these cost factors could have an adverse Impact on the net cash
POSition of the regie If It cannot pass on the Increases to ItS clients The growing arrearage In
payments by clients suggests that the regie might not be able to recover an Increase In costs

Impact on Finances of the MUniCipality
Table 9. below_shows the flow of funds between the MUOlclpallty and RAGe Targoviste As
mdlcated by the figures In the table, there was a net flow from the MUniCipality to the regie In
each year between 1994 and 1996 Although RAGe expected a proftt In 1996, thiS came mostly
from Subsidies from the mUnicIpality, and thus a net loss for the munrclpallty The net flow,
however, was not significant In the overall finances of the City
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Table 9
Flow of Funds

MUnicipality - RAGe Targoviste

1994 1995 1996

From the MUnicipality to RAGe 1,452,391 2,212,552 3,372,050

State SubSidies 1,452,391 2,212,552 3,372,050

Other 0 0 0

From RAGe to the MUnicipality 1,251,994 2,069,581 2,260,017

Income and Sales Tax Revenues 1,251,994 2,069,581 2,098,052

DlstnbutlOn of Profits 0 0 161,965

Net To (From) MUnicipality (200,397) (142,971) (1,112,033)

Net as Percent of Revenues (ExpendItures) (21)% (0 9)% (4 0)%

14



APPENDIX I - DEFINITIONS

1996
Code

Categorytsub Category
Recurrmg Revenues
of which
Local Taxes and Fees
Shared NatIonal Salary Tax Revenues
State Operating SubsidIes

0102
0302
0402
0502
0602
0702
0802
1702

Local Taxes and Fees
of whICh
Taxes on Profds of Regll
Taxes and Fees on IndIViduals
Fees for Use of State Property
Corporate Property Tax
Corporate VehICle Fees
Tax on Revenues from AgrICulture
Other Direct Taxes
Other Indirect Taxes

3402

Shared NatIonal Tax Revenues
of whICh
Shared NatIOnal Salary Tax Revenues

370201

State Operating SubSidies
of which
SubsIdies for Social AssIStance, Heating & PublIC Transport

Non-Recurring Revenues
of whICh
Non-Recurring Local Operating Revenues
Loca/CapdalRevenues
OtherCapda/Revenues

Non-Recurring Local Operating Revenues
of whICh

1502 Entertainment Fees
20 02 DIStributIOn from Profits of Regll
21 02 Revenues from Public Institutions
22 02 Other Various Revenues
40 02 DonatIOns

OtherCaprtalRevenues
of which
State Capita/Investment Subsidies
Capital Investment SubSidies from External Loans
Proceeds of Loans from RevolVing Funds

Local Caprtal Revenues
of which
Proceeds from the Sale of Public Property & Housing
Proceeds of Short-term Loans

3002
4502•
370202
370203
4602

•

•
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Appendix II

Detailed Financial Information on the
MUnicipality of Targoviste
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Standard Data Set

Targovlste
Lme Revenues· Actual at Year End 1993 1994 1995 1996

o Total Revenues 3938440 10 582 954 20488,470 32747014
Change m Total Revenues (current year/preVIous year) 269 194 160

1 Local Taxes and Fees Recumng 660534 1308947 5528588 5771510

2 Non Recurrmg Local Operattng Revenues 109 896 276383 580254 478503

3 Local CapItal Revenues 442280 649587 373001 2534552

40/M,hlch Proceeds from the sale a/public property 9,793 51 1,322 1075

5 Shared NatIOnal Tax Revenues 1,268429 4768457 4590139 II 352 128

6 State Operating SubSidies 592032 542975 2160,246 4609 117

7 Other Capital Revenues 865270 3036605 7256242 8493969

8 Total Recurnng Revenues (L.ne 1+5+6) 2520994 6620379 12278973 21 732755
Change m Recumng Revenues (current year/prevIous year) 263 185 177

9 Total Non Recurnng Revenues (L.ne 2+3+7) 1417446 3,962575 8209497 11507024
3938440 to 582 954 20488470 492765

10 Venfy Line 0 = Sum (Lme 8+9) OK OK OK Error

Revenues· Imttal Approved Budget 1993 1994 1995 1996

11 Total Re~enue Budget 3069841 7386485 18732369 29733170

12 Local Revenues and Fees 427885 1,322345 5953200 7130500

13 Shared National Tax Revenues 979541 3133813 3726769 9924128

14 State Opelatmg SubSidies 594030 500000 1450,400 2994000

15 Recurnng Revenue Budget (L.ne 12+13+14) 2001456 4956158 11 130369 20048628

~~""

-~

::.

Data m thousand lel Page 1 2/28/97
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Targoviste
Expenditures - At..tuaI at Year End

16 AdmlnlStratwe Expenses General Adm"ustratlOn

17 Subs/(:ues and Transfers General Adnurnstratlon

18 CapItal ExpendItures General Adm,mstrallon

19 AdminIStrative Expenses Education

20 Sub<Idles and Tra~vers Education

21 Capllal ETpendItures EducatIOn

22 Adnumstratzve Expenses Health

23 Sub</(ues and Transfers Health

24 CapItal ExpendItures Health

25 Adnumstratzve E-rpenses Culture & Sports

26 Subsldles and Transfers Culture & Sports

27 CapItal E-rpendItures Culture & Sports

28 Adnunutratlve Expenses Soczal AssIstance

29 Subsldles and Transfers SOCIal AssIstance

30 CapItal E-rpendItures SOt/al AssIstance

31 Admllustratlve E-rpenses PublIC Works & Housmg

32 Subsubes and Transfers PublIC Worb & Housing

33 CapItal EwendItures PublIC Worb & Houszng

34 Adnumstratwe Expenses TransportatIon & CommulUcatlon

35 Subs/lues and Transfers Transportation & Commumcatlon

36 Capital E-rpendltures TransportatIOn & Commumcatlon

37 Adnumstratlve Expenses Other EconomIc Actnltles

38 Subs/(:Ues and Transfers Other EconomIc Actnrtles

39 Capllal E-rpendItures Other EconomIc ActIvities

40 Adnunutratne E-rpenses Other ActivItIes

41 Subs/(iJes and Transfers Other Aclt\ ltIes

42 CapItal ExpendItures Other Actlt Itles

Operallng Expenditures by Chapter
43 General AdmInistratIOn Oper Exp (Lme 16+17) /

44 Educallon Oper Exp (LlNe 19+20)

45 Health Oper Exp (Lme 22+23)

46 ClIltllre & Sports Oper Exp (Lme 25+26)

47 Soctal A<slstance Oper Exp (Lme 28+29)

48 PublIC Works & Housmg Oper Exp (Lllle 31+32}

49 TransportatIOn & CommllniCatlOn Oper Exp (Lme 34+35)

50 Other EconomIc ActIVItIes Oper Erp (Lme 37+ '8}

51 Other Actnltles Oper ETp (Ll/le 40+4/}

Data m thousand leI

Standard Data Set

1993
100,560

o
9791

o
o
o

1269676
o
o

15177
o
o

40630
o

1583
581 791
592031
967138

o
o
o
o
o
o
o
o
o

100 560

o
1269,676

15 177
40630

1 173823
o
o
o

Page 2

1994
251073

o
o
o
o
o

3,470000
o
o

24440
o
o

154245
o

778405
1683259

500,000
2282402

o
1062485

42975
o
o
o

545
o
o

251073

o
3470000

24,440
154245

2183259
1062485

o
545

1995
556610

o
171864

1880596
o
o

4557536
o
o
o

253630
o

327919
171090
479944

2369331
1830857
6049,059

o
444 859

1364000
o
o
o

24921
o

6254

556610

1880596
4557536

253630
499009

4200 188
444 859

o
24921

1996
774794

o
15958

4810 000
o
o

6570971
o
o
o

608819
63576

346041
847074
280572

4315000
4110000
812350l

o
711917

1 111480
o
o
o

53420
o

3891

774794

4810000
6570971

608819
1,193,115
8425000

711 917
o

53420

2128/97



•
Standard Data Set

Targovlste

Expenditures - Actual at Year End 1993
52 Total Operatmg Expenditures (Line 53+54+55) 2,599 865

Of which Change In Operatmg Expenditures (current year/prevlOus year)
53 Total AdminIStrative Expenses (Line 16+19+22+25+28+31+34+37+40) 2007834
54 Total SubsIdies & Transfers (Lme 17+20+23+26+29+32+35+38+41) 592031
55 Interest Pa)ments 0

56 Total CapItal Expendlwres (LmeI8+21+U+27+30+33+36+39+42)

57 Other Payments (Lme 58+59+60)

Of which
58 Principal Repayments
59 Set ASIde for Reserves
60 DISlTlbutlOn of Surplus

61 Total Annual Debt Service (Pnnclpal+lnterest Payments)

978511

o

o
o
o

o

1994 1995 1996
7146047 12411349 23148036

275 174 186
5583562 9716913 16870226
1562485 2700436 6271810

0 0 0

3103782 8071121 9598978

342474 0 492765

200000 0 492765
0 0 0

142474 0 0

200000 0 492 765

62 Total Expenditures

63 Venfy Lme 62 =Sum (Lme 52+56+57)

Expenditures. tmllal Approved Budget

64 Operating ExpendIture Budget

65 Capital Expenditure Budget

Other Non-Fmanclal Data

3578376 10 449829 20488470 32747014
3578376 10592303 20488470 (492765)

OK OK OK Error

1993 1994 1995 1996

2738129 3963159 10 858 369 20189628

980600 3413 326 7834000 9459542

66 Total Local Government Employees (MUniCipal or Judet)

67 Total Popl/la/lOn (MUniCipality or Judet)

68 Year to Year Inflation

69 Deflator (Base Year =1995)

~ Data In thou~and lei
.~

Page 3

o

98192

2960%

208

o

99033

627%

1 28

o

99519

278%

100

o

99776

569%

064

2128/97



Indicators

Targoviste
Fmancl3l Performance indicators 1993 1994 1995 1996
Key Revenue IndICators

1 - Recurnng Revenues/Total Revenues 064 063 060 066
2 - Shared NatIOnal Tax RevenueslRecurrmg Revenues 050 072 037 052
3 - State Operatmg SubsldleslRecurrmg Revenues 023 008 018 021
4 - Local Taxes &Fees/Recurrmg Revenues 026 020 045 027
5 - Proceeds from Asset Sales/Total Revenues 000 000 000 000

Key Expendlture IndIcators
6 - Total Expenduures Per Caplla (1000 leI) 3644 10552 20587 32821
7 - Operatmg ExpendItures Per Caplta (1000 leI) 2648 7216 12477 23200
8 - Operatmg Expendlturesffotal Expendltures 073 068 061 071
9 - Capual Expendltures/Total Expendltures 027 030 039 029

Key IndIcators ofNet Results
10 - Total Expendlturesffotal Revenues 091 099 100 100
11 - Operatmg Expendltures/Recurrmg Revenues 103 108 101 107
12 Recurrmg Surplus/Shared NatIOnal Tax Revenues -006 -0 II -003 -012
13 - Recurrmg SurpluslLocal Taxes & Fees -012 -040 -003 -025

Kev Actual to Budget Performance IndIcators
14 - Actual ReJ,enues/Imttal Revenue Budget 128 143 109 Ito
15 Actual Recurrmg RevenueslInmal Recurrmg Revenue Budget 126 134 ItO 108
16 Actual Local Taxes and Fees/Local Taxes and Fees Budget 154 099 093 081
17 - Actual Shared NatIOnal Tax RevenueslNatlOnal Tax Budget 129 152 123 I 14
18 Actual ExpendltureslInmal Expendlture Budget 096 142 ItO Ito
19 Actual Operatmg Expendltures/Inmal Operatmg ExpendIture Budget 095 180 I 14 I 15
20 Actual Capltal ExpendltureslInmal CapItal Expendlture Budget 100 091 103 I 01

~.....,

Data In thou<;and leI Page 4 2/28/97
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Indicators

Targoviste
Key RelatIve Performance IndIcators 1993 1994 1995 1996

21 - Change In Recurrmg Revenues /Change In Total Revenues n/a 098 096 111
22 Change In Operatmg ExpendItures/Change In Recurring Revenues n/a 105 094 105

Key Debt ServIce IndIcators
23 - Total Annual Debt SerVIce/Recurring Revenues 000 003 000 002
24 Interest PaymentslRecurrmg Revenues 000 000 000 000
25 Total Annual Debt SerVlcelRecumng Surplus before Interest Payments 000 -038 000 -035
26 Max Future Debt Servlce/Reeumng Surplus before Interest Payments -13983 -2098 -7970 000

Operatmg ExpendIture IndIcators by Chapter (1000 ler)
27 General AdminIstratIOn ExpendItures/Per Caprta 102 254 559 777
28 EducatIOn ExpendItures/Per Capita 000 000 1890 4821
29 Health ExpendItures/Per Capita 1293 3504 4580 6586
30 - Culture & Sports Expenditures/Per Capita 015 025 255 610
31 SOCIal ASSIstance ExpendItures/Per Capita 041 156 501 1196
32 PuMe Works & HOUSing ExpendltureslPer Capita 1195 2205 4220 8444
33 TransportatIOn Expenditures/Per Capita 000 10 73 447 714
34 Other EconomIc Expenditures/Per CapIta 000 000 000 000
35 Other EtpendltureS/Per Capita 000 001 025 054

Operatmg ExpendIture IndIcators by Chapter (Constant 1995, 1000 LeI) 1993 1994 1995 1996
36 - General AdminIstratIOn Expenditures/Per CapIta 213 324 559 495
37 - EducatIOn Etpendltures/Per Capita 000 000 1890 3073
38 - Health Expenditures/Per CapIta 2689 4478 4580 4197
39 Culture & Sports ExpendItures/Per Capita 032 032 255 389
40 Socral ASSIstance ExpendItures/Per Capita 086 199 501 762
41 Publtc Works & HOUSing ExpendltureslPer Capita 2486 2817 4220 5382
42 TransportatIOn Expenditures/Per Capita 000 1371 447 455
43 Other EconomIc Expenditures/Per CapIta 000 000 000 000
44 Other ExpendItures/Per CapIta 000 001 025 034

<;i;, Data In thousand leI PageS 2/28/97



Indicators

TargoViste

Actual Net Operatmg Results 1993 1994 1995 1996
Recurring Revenues Total 2,520,994 6,620,379 12,278,973 21,732,755
Of whIch

Loeal Taxes and Fees I 660,534 1,308,947 5.528,588 5,771,510
Shared Natronal Tax Revenues 1,268,429 4,768,457 4,590,139 1l.352,128
State Operatmg Subsldzes 592,032 542,975 2,160,246 4,609,117

Operating Expenditures Total 2,599,865 7,146,047 12,417,349 23,148,036
Of whIch
- General AdmmlstratlOn 100,560 251,073 556,610 774,794

EducatIOn 0 0 1,880,596 4,810,000
Health 1,269,676 3,470,000 4,557,536 6,570,971

- Culture & Spans 15,177 24,440 253,630 608,819
- Sonal ASSIstance 40,630 154,245 499,009 1,193,1l5

PI/hire Works & Housmg 1,173,823 2,183,259 4,200,188 8,425,000
TransponarlOn & CommumcatlOn 0 1,062,485 444,859 711,917

- Other EconomIc ActIVItIes ° 0 0 0
Other Actlvlttes 0 545 24,921 53,420

Interest Payments 0 0 0 0

Recurring Surplus (Deficit) (78,871) (525,668) (138,376) (1,415.281)

Non-recurring Operating Revenues Total 109,896 276,383 580,254 478,503
Ofwhtch

Non recumng Local Operating Revenues 109,896 276,383 580,254 478,503

Net Operating Surplus (Deficit) 31,025 (249,285) 441,878 (936,778)

~
Data In r.housand let Page 6 2/28/97



IndIcators

TargovlSte
1993 1994 1995 1996

Capital Revenues Total 1,307,550 3,686,192 7,629,243 11,028,521
Of which

Local Capital Revenues 442,280 649,587 373,001 2,534.552
- State Captlal Subsidies 865.270 3.036,605 7,256.242 8.493,969

Total Funds Available for Investments 1,338,575 3,436,907 8,071,121 10,091,743

Capital Expenditures Total by Chapter 978,511 3,103,782 8,071,121 9,598,978
- General Admln/stratlOn 9,791 0 171,864 15,958

EducatIOn 0 0 0 0
Health 0 0 0 0
Culture & Sports 0 0 0 63,576
SOCial Assntance 1,583 778,405 479,944 280,572

- Publtc Works & Housmg 967,138 2,282,402 6,049,059 8,123,501
- TransportatIOn & CommunicatIOn 0 42,975 1,364,000 1,111,480

Other Econom/c Actlutles 0 0 0 0
Other Act/vrtles 0 0 6,254 3,891

Overall Surplus (DefiCIt) 360,064 333,125 0 492,765

Minus Other Payments Total 0 342,474 0 492,765
Of which
PrinCIpal Repayments 0 200,000 0 492.765
Set As/de for Reserves 0 0 0 0
D,strrbutlOn ofSurplus 0 142,474 0 0

Venfy Overall Surplus (DefiCIt) mmus Other Payments =0 Error Error OK OK

• •

'ti
~

Data 10 thousand leI Page 7 2/28/97



Indicators

TargoViste
Actual Net Operatmg Results· Constant 1995 lei 1993 1994 1995 1996
Recurring Revenues Total 5,241,918 8,460,844 12,278,973 13,851,342
Of which

Local Taxes and Fees 1,373,451 1,672,834 5,528,588 3,678,464
- Shared Natwnal Tax Revenues 2,637,452 6,094,088 4,590,139 7,235,263
- State Operatmg SubsIdIes 1,231,015 693,922 2,160,246 2,937,614

Operating Expenditures Total 5,405,916 9,132,648 12,417,349 14,753,369
Of which
- General Admmlstratwn 209,095 320,871 556,610 493,814
- Educatwn 0 0 1,880,596 3,065,647

Health 2,640,046 4,434,660 4,557,536 4,187,999
- Culture & Sports 31,558 31,234 253,630 388,030

Sacral AssIstance 84,481 197,125 499,009 760,430
Publrc Works & Housmg 2,440,736 2,790,205 4,200,188 5,369,662
Transportatwn & Commumcatwn 0 1,357,856 444,859 453,739
Other EconomIc Actlvltres 0 0 0 0
Other Actnltles 0 697 24,921 34,047

Interest Payments 0 0 0 0

Recurring Surplus (Deficit) (163,998) (671,804) (138,376) (902,027)

Non-recurring Operating Revenues Total 228,508 353,217 580,254 304,973
OfwhH",h

Non recurrmg Local Operatmg Revenues 228,508 353,217 580,254 304,973

Net Operating Surplus (Deficit) 64,510 (318,586) 441,878 (597,054)

~ Data III thousand lei

~
,...

Page 8 2/28/97
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Indicators

Targoviste
1993 1994 1995 1996

Capital Revenues Total 2,718,796 4,710,953 7.629,243 7,029,013
Of whIch
- Local CapItal Revenues 919,635 830,172 373,001 1,615,393
- State CapItal SubsIdIes 1,799,161 3,880,781 7,256,242 5,413,620

Total Funds Available for Investments 2,783,306 4,392,367 8.071,121 6,431,959

Capital Expenditures Total by Chapter 2,034,624 3,966,633 8.071,121 6,117,895
General AdminIstratIOn 20,358 0 171,864 10,171
EducatIOn 0 0 0 0
Health 0 0 0 0
Culture & Sports 0 0 0 40,520
Social AssIstance 3,292 994,802 479,944 178,822
PublIc Works & HOllsmg 2,010,975 2,916,910 6,049,059 5,177,502
TransportallOn & CommunrcatlOn 0 54,922 1.364,000 708,400

- Other EconomIc ActlHtle's 0 0 0 0
- Other ActIvitieS 0 0 6.254 2,480

Overall Surplus (DefiCit) 748,682 425,734 0 314,063

~
\\'"

D,\ta III thou~and leI Page 9 2/28/97
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Appendix III

Detailed Fmanclal Information on
RAGe Targoviste

MUnicipality of Targoviste
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Net Cash Flow AnalysIs
Constant 1995 lei

RAGC Targovlste 1994 1995 1996 1997 1998

Net Income
(1,342.551) (122,596) 323,930 1,126,901 1,085,529

Cash Flow from Operations
Adjust Net Income to net cash provIded by operating activities

Add back DEPRECIATION, AMORTIZATION, PROVISIONS 872,273 1070,934 1,070588 339,225 299,84B
Adjust for change In assets and liabilities

Add back Increase In AlP and any other payable (includIng accrued
liabilities and penalties) 3267,932 5,858,734 2637,714 4248,224 3,442,969

Subtract Increase In AIR and any other accrued receivable (2,153,770) (6,442,198) (2,380,780) (4,411,4B9) (3396,134)
Subtract Increase In any of the INVENTORY (237,979) (1,161,268) (371) (580,819) (290,595)

Net Cash Flow from Operations 405,905 (796,393) 1,651,0131 722,042 1,141,617

Cash Flow (rom lnvestments
-/+ (Purchase) / sales of PROPERTY PLANT AND EQUIPMENT
-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments 0 ° ° 0 °I

Cash Flow from FlOancmg
Subtract Increase In PREPAID EXPENSES (84,929) 76,623 231,1£>0
Add Increase In UNEARNED REVENUES (187,252) 1,147 283,236
Add Increase In CREDITS & LOANS (150,080) 0 '0
Subtract DIVIDENDS paid to the owner 0 (161,9&5) (563,450) (542,764)

Net Cash Flow from FinanCing (422,261) 77,770 352,4311 (33,950) 343,293

Net Cash Flow for the Period (16,356) (718,624) 2,003,512 688,091 1,484,910
BEGINING Cash 1,169,679 1,153,323 434,7(]IO 2,801,090 3,489,181
ENDING Cash 1,153,323 434,700 2,801,090 3,489,181 4,974,091

~
~

~

Data In thousand lei 1 3/7/97
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Data In thousand Ie,

Profit and Loss

TOTAL 1994 TOTAL1995 TOTAL1996 TOTAL1997 TOTAL1998

FINANCIAL RESULTS RAGe Targovlste 134 100 067 036 033

1 Revenue. from good' (merel1andlse) sold 80995 91264 103074 97169 94648

2 Revenues from Core Act'VrIy 10552993 17 055590 17687110 17 371350 18550 954

3 Turnover 10633988 17146854 17790184 17468519 18645602

4 or <5> Inventories evaluated 335196 480000 536132 508066 831910

6 Asset. In Proce•• evalualed 51410 118278 21751 70015 45883

7 Total Production 10939599 17653868 18244 993 17949430 19428747

8 SubventIons for Core Adovrly 1452391 2212552 3372050 3825000 3450000

9 Olher Ravenue. 2361 27784 15537 21660 17 840

10 Rev from PrOVIsIon. for Core Actovrly

11 Tota' Reyenues Co.. Ac1lvlty 12475346 20783530 21735654 21893260 22991235

12 Merel1antd••e 79116 91756 97023 94389 90 340

13 Raw Malenal. 254 035 160 775 31108

14 Consumable. 1214130 2153392 2934 803

15 Energy and Water 5329780 6645173 6294969

16 Other Matenals 49111 196315 78743

17 Total Matenals 6847056 9155655 9339623 9247639 9838 004

18 Other Costs 1178409 3732676 3572595 3652635 3730 239

19 Taxes 180426 565336 397390 481363 438 162

20 Personnel 3491449 4769936 4410892

21 Labor Burden 1071569 1 S04 246 1502125

22 Total Personnel 4563018 6274182 5913017 6093599 6664 246

23 Other Operallonal Costs 99248 32365 405187 218776 371576
24 Oeprectallon for core llCIlYrIy 872273 1065537 1070588 339225 299848

25 Total Cost. for Co... AcUv11y 13819546 20917507 20795422 20127627 21432416

26 or <27> PlOflt or <Los'" Co.. AcUv'ly (1344 200) (133977) 940232 1765633 1 558 819

34 Total Financial Revenue. 84423 78160 73547 75854 82417

38 Inlere.t Expen.e 96518 691 703
40 AmDrt,zatlon I ProviSIons for Losses

41 TDts' Flnanc'al Costs 96582 902 4370 2290 6097

42 or <43> PlOflt or <Lo••> Financial Ac1lvlly (12159) 77259 69176 73563 76320

44 or <45> Current Profll Dr <La..> (1356 359) (56 718) 1009409 1839196 1635139

46 Extraordinary Revenuee 13807 29177 56532 31704 36082

ccounl671 • 672 ExtraordInary CoslS I B8 544 543473
ale 687 AmortlsatlOR I PrOvISIons for Ex Losses 5397

47 EQ'eordlnary Co.ts Total 93941 543473 213694 74856

48 or <49> ExtraordInary Profit or <Lo.s> 13807 (64 764) (488 941) (181989) (38774)

52 or <53> Gross Profit or <Loa.> (1342551) (121482) 522468 1657207 1596366

54 tncome Tax 198538 530306 510837
55 Prepaid Tax

56 or <57> Net Profit or <LD••> (1342551) (122596) 323930 1 126901 1085529

2 3f7197
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Fmanclal Ratios

RAGC Targovlste 1994 1995 1996 1997 1998

VUlnerability
Subsidies cover of CF from
Operations 1000% neg CF 1000% 1000% 1000%

Subsidies cover of Payroll 318% 353% 570% 628% 518%

w/out labor burden 416% 464% 764% 897% 740%

Net CF from Ops as % of Payroll 89% neg CF 279% 11 8% 171%

w/out labor burden 116% 85% 374% 169% 245%
Net CF from Ops as % of Energy and
Water 76% neg CF 262% 78% 116%

Profitability
* Operating Profit Margin -108% -06% 43% 81% 68%

* Gross Margin -108% -06% 24% 76% 69%

Leverage
* debt to assets 65% 122% 140% 194% 258%

w/out AlC Rec 68% 138% 154% 227% 324%
* debt to revenues ( core actlv) 505% 530% 385% 308% 395%

w/out Subsidies 571% 618% 456% 374% 464%
* net CF % of TOTAL LIABILITIES neg CF 89% 21% 00% neg CF

Liquidity
* current ratio 1023% 1130% 1014% 1263% 1330%

Turns (days) 360
* collection period 158 219 115 106 137
* days sales In cash 23 2 46 56 78
* payable penod 151 160 145 121 152

Others

*energy & water % of total costs 386% 318% 303% 459% 459%

• sal % of total costs 253% 228% 212% 303% 311%
* subsidies % of total costs 105% 106% 162% 190% 161%
* subSidies % of turnover 137% 129% 190% 219% 185%

S 3 3/25/97
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Introduction
USAID and the EBRD have been cooperating with the Government of Romania In the early
development of a work plan to assist In creating a MUnicipal Credit FaCIlity (MCF) that would lend
to general purpose local governments (judets and mUnicipalities), as well as local service
enterpnses (reglJ) to finance Investments In Infrastructure The Initial phase of that work plan
Involves an assessment of the eXisting legal and policy framework as It affects the stability of
Intergovernmental transfers and the ability of local governments to manage their own finances
and to borrow It also Includes an analysIs of the current financial condition of general purpose
local governments In four urban regions to assess the credit worthiness of mUnicipalities and
jUdets, as potential borrowers from the MCF

ThiS Financial Profile of the Judet of Maramures was prepared as part of a broader analysIs of
the finanCial condition and finanCial management capacity of a municipality and a judet In each of
four urban regions In Romania (Maramures, Constanta, Dambovlta and Maramure~), as well as
that of the corresponding reglJ that provide water, waste water, transport, solid waste and
heating services In those regions The analysIs Will contnbute to an understanding of the Issues
that might constrain the participation of mUniCipalities In the MCF

The analysIs looks at the finanCial condition of the Judet of Maramures, based on the actual
results for the penod from 1993 to 1995 The final section of the analySIS attempts to look at the
future finanCial condition of Maramures through the year 2001, although such projections should
be considered as Illustrative given the current state of flux of laws and regulations governing
local government finances In Romania

Overall Results
The overall finanCial results of the Judet of Maramures for the penod from 1994 to 1995, as
shown In Table 1, are POSitive In both years, the overall results show a surplus

However, these results by themselves reveal little else about the finances of the Judet of
Maramures The follOWing sections of thiS FinanCial Profile Will attempt to provide greater
inSights Into the finanCial condition of the Judet

Table 1
Overall Results

(Thousands of Lei)

1994 1995

Total Revenues 39,622,348 66,705,970

Total Expenditures 39,273,670 65,302,888

Overall Surplus (DefiCit) 348,678 1,403,082

Net Operating Results
ThiS section of the analySIS lookS at net operating results ThiS IS different than the overall
surplus or defiCIt, shown above, which Judets and mUniCipalities currently calculate That
analySIS looks at the difference between all revenues and all expenditures Net operating results
look only at the dIfference between non-Investment (or operating) expenditures and non-capital
(or operating) revenues
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The calculation uses the standard Income and expense data reported by Judets and
mUnicipalitIes In Annexes 1.2 and 14 of their quarterly and annual financial statements These
forms Include all revenues and expenditures by Ime Item for any gIven year, Includmg budget and
actual InformatIon The calculatIon of the net operating results first reqUires Identifying and
claSSIfying those expenditures related to the cost of administering the Judet or of providIng local
servIces ThiS Includes as well any Subsidies or transfers to other organizatIOns, such as the
regll, to pay for SImilar costs These are the operatmg expenditures of the Judet The second
step IS to Isolate those revenues that are available on a continUing baSIS to pay for operating
expenditures These operatmg revenues Include all local taxes and fees, shared national tax
revenues and any operating Subsidies provided by the state They do not Include non-fiscal
revenues, such as the proceeds of loans or of the sale of assets, or those revenues provided by
the state speCifically to pay for Investments AppendIX 1 explainS the calculatIOn of operating
expenditures and revenues uSing the data available In Annexes 1.2 and 14 of the standard
finanCIal reports

The net operating results of the Judet are determined by sUbtractmg ItS total operating
expendItures from Its total operating revenues ThIS Will produce

• A net operating surplus when recurring revenues are greater than operating
expenditures

• A net operatmg defICit when operating expenditures are greater than recurring
revenues

ThIS IS a SIgnifIcant result Should the Judet want to enter Into a loan or Issue bonds, the
operating surplUS WIll be the amount available to pay the maturing pnnclpal and Interest
payments on the debt It WIll largely determine the maximum amount the Judet can borrow A
Judet that has a current net operating defrclt has no free operating revenues available for debt
service It should not conSIder entering Into any new loans until It has taken steps to Identify and
address the causes of the problem

The net operating results of the Judet of Maramures for the penod from 1994 to 1995 foJ/ow the
trend of the overall results Since the net operating surplUS was greater than the overall surplus,
thiS means that Investment expenditures were greater than the revenues earmarked for
Investment

An analySIS of the net operating results In constant 1995 lei, as shown In Table 2, below, reveals
a good balance between operating revenues and expenditures

•
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Table 2
Net Operatrng Results

Constant 1995 Lei • Thousands

1994 1995

Operating Revenues 33,680,896 47,839,286

Operating Expenditures 31,696,864 45,322,565

Operatmg Surplus (Deflcrt) 1,984,032 2,516,721

Revenue Trends
This section of the analysIs looks at how the revenues of the Judet of Maramures have changed
over the penad from 1994 to 1995 As shown In Table 3, below, revenues Increased by 35% In
1995, as a result of an Increase In shared natIonal tax revenues and local taxes and fees

Table 3
Value of Revenues

Constant 1995 Lei - Thousands

1994 1995

Local Taxes & Fees 4,572,425 11,622,740

Shared National Taxes 26,020,282 31,357,300

State Operating SubSidies 3,088,190 4,859,246

Total Operating Revenues 33,680,897 47,839,286

Own Capital Revenues 957,857 833,030

State Capital SubSidies 15,998,607 18,033,654

Total CapItal Revenues 16,956,464 18,866,684

Total Revenues 50,637,361 66,705,970

Dunng the same penod, as shown In Table 4, below, the compOSItion of the operating revenues
of the Judet of Maramures, that IS, those revenues that are most cntlcal to an evaluation of the
borrOWing capacity of the Judet, has changed Although shared national taxes stIli constitute the
main share of the revenues, their weight decreased, while the weIght of local taxes and fees
grew



Financial Profile Judet of Maramures 4

Table 4
ComposItIon of OperatIng Revenues

Percent of Total

1994 1995

Local Taxes & Fees 1358% 2430%

Shared National Taxes 7726% 6555%

State Operating SubSidies 917% 1016%

Expenditure Trends
This section of the analYSis looks at how the expenditures of the Judet of Maramures have
evolved over the penod from 1994 to 1995 As shown In Table 5, below, the volume of
expendItures In constant 1995 lei Increased consIderably In the areas of education and social
assistance General administration and public works also saw an Increase Dunng this penod,
the Judet assumed management of the ambulance service which caused an Increase In Its health
expenditures All other areas maintained the same level of expenditures In real terms

TableS
Per Capita Operating Expenditures

by Chapter
Constant 1995 LeI - Thousands

Chapter 1994 1995

General AdministratIOn 637 929

Education 000 1417

Health 1812 2019

Culture and Art 500 488

Social AsSistance 400 894

Public Works and Housrng 1047 1417

Transportation and CommunrcatlOn 1222 11 83

Other Economic ActIvities 000 000

Other ActiVitieS 078 084

Debt
The Judet of Maramures has borrowed only once In 1995 the Judet obtained 150,000 million lei
as a short term loan and repaid the loan In the same year

The Judet IS not currently contemplating any future loans
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PrOjections
Table 6 shows the future net operatmg results for the Judet of Maramures as projected to the
year 2001, based on current revenue and expenditure trends The table shows that the Judet
will have a large surplus until 2001 This surplus can be considered optimistic because future
expenditures will vary unpredictably with new pnces

5



Table 6 "11
S
III

ProJections· Current Trends ~

Maramures
()

!
Actual and Projected Cash Flow "'U..
Current Trends - Constant 1995 LeI 1994 1995 1996 1997 1998 1999 2000 2001 Q

:!:

RecurrIng Revenues Total 33205100 46552,692 73138623 96 414 969 119 691 315 142 967 661 166 244 007 189 520 353 <V

Of whIch
r...
c
Q.

Local Taxes and Fees 4096628 10336146 15,147071 20,315,144 25483217 30651290 35819363 40987436 III...
- Shared NatIonal Tax Revenues 26020282 31357300 50483161 66161,811 81840461 97,519111 113,197761 128876411

Q-
- State Operatmg SubsIdIes 3088190 4859246 7508391 9938014 12367637 14,797260 17226883 19656506

s:
III..
III
3

OperatIng Expenditures Total 31696864 45322565 70995708 93656990 116318273 138979555 161 640838 184302120 IiOf which

General Admmlstratlon 4391580 4993215 8,121480 10618087 13114,695 15611302 18107910 20604517

- EducatIon 0 7615437 10,153916 13961 635 17769353 21 577 072 25384790 29192509

Health 9781441 10851943 17,729738 23,155709 28581681 34007652 39433624 44859595

Culture & Sports 2697,694 2626427 4401 134 5714,348 7027561 8340775 9653988 10967202

- SocIal AssIstance 2159986 4806464 7128614 9531846 11 935078 14,338310 16741,542 19144774
Pubftc Works & Housmg 5649978 7616537 12038709 15846977 19655246 23463514 27271783 31080051

TransportatIon & CommunicatIon 6596990 6359509 10678342 13858096 17037851 20217 605 23397360 26577 114
Other Economic ActIVitIes 0 0 0 0 0 0 0 0
Other ActIVIties 419194 453033 743775 970292 1 196808 1423325 1 649841 1876358

Interest Payments 0 0 0 0 0 0 0 0

1994 1995 1996 1997 1998 1999 2000 2001
Recurring Surplus (Deficit) 1 508236 1 230127 2142915 2757978 3373042 3988105 4603169 5218232

Non-recurring Operating Revenues 475797 1 286594 1 874058 2517355 3160652 3803949 4447246 5090543
Of which

Non recurrmg Local Operatmg 475797 1286594 1874058 2517355 3160652 3803949 4447246 5090543
Revenues

Net Operating Surplus (Deficit) 1 984032 2516721 4016972 5275333 6533693 7792054 9050,414 10308775

01
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APPENDIX I - DEFINITIONS

1996 CategorylSub Category
Code Recurring Revenues

of which
Local Taxes and Fees
Shared National Salary Tax Revenues
State Operating Subsidies

Local Taxes and Fees
of which

0102 Taxes on Profits of Regll
0302 Taxes and Fees on IndMduals
0402 Fees for Use of State Property
0502 Corporate Property Tax
0602 Corporate VehICle Fees
0702 Tax on Revenues from AgrICulture
0802 Other Direct Taxes
1702 Other Indirect Taxes

Shared National Tax Revenues
of whICh

3402 Shared National Salary Tax Revenues

State Operatmg Subsidies
of whICh

370201 Subsidies for Social AssIStance, Heating & PublIC Transport

• Non-Recurrmg Revenues
of whICh
Non-Recurring Local Operating Revenues
LocalCaproalRevenues
Other Capital Revenues

• Non-Recurring Local Operating Revenues
of whICh

1502 Entertainment Fees
2002 DlStnbutlon from Profits of Regll
2102 Revenues from PublIC InstitutIOns

.- 2202 Other Various Revenues
4002 Donations

LocalCaprtalRevenues
of which

3002 Proceeds from the Sale of Public Property & HOUSing
4502 Proceeds of Short-term Loans

Other Capital Revenues
of which

370202 State Capital Investment Subsidies
370203 Capital Investment Subsidies from Extemal Loans
4602 Proceeds of Loans from Revolving Funds.,

•
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Standard Data Set

Maramures
Lme Revenues· Actual at Year End 1993 1994 1995 1996

o Total Revenues 0 39622,348 66,705970 0
Change m Total Revenues (current yearlprevlOus year) #DIV/OI 168 000

1 Local Taxes and Fees Recurrmg 0 3205499 10 336,146 0

2 Non Recurrmg Local Operatmg Revenues 0 372 298 1,286594 0

3 Local CapItal Revenues 0 749497 833030 0

40f"hlch Proceedsfrom the sale ofpublic property 0 13 628 8119 0

5 Shared NatIOnal Tax Revenues 0 20360 158 31357300 0

6 State Operating SubsIdIes 0 2416424 4,859246 0

7 Other CapItal Revenues 0 12518472 18033654 0

8 Total Recurnng Revenues (Lrne 1+5+6) 0 25982081 46552692 0
Change m Recumng Revenues (current yearlprevlOus year) #DIVIOI 179 000

9 Total Non Recurnng Revenues (Lllle 2+3+7) 0 13640267 20153,278 0
0 39622348 66705970 0

10 Venfy Lme 0 = Sum (Lme 8+9) OK OK OK OK

Revenues· ImtJal Approved Budget 1993 1994 1995 1996

11 Total Re~enue Budget 0 40007299 66653266 0

12 Local Revenues and Fees 0 3,158890 10213 630 0

13 Shared NatIOnal Tax Revenues 0 20378,500 31357300 0

14 State Operating SI,bs,d,es 0 2921200 5050500 0

15 Recurnng Revenue Budget (L/lle 12+13+14) 0 26458,590 46621430 0

~ Data In thousand lei---~
Page 1 313197
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Maramures
Expenditures - Actual at Year End

16 Admzmstratlve Expenses General Adm,nzstratlOn

17 Subsuues and Transfers General Admzmstratron

18 Capllal Expenthlures General Adm,mstratron

19 AdmzmstratlVe Expenses Education

20 Subsuues and Transfers Edw:atlon

21 Capital Expenthtures EducatIOn

22 Admzmstratne Expenses Health

23 Subsuues alld Transfers Health

24 CapItal Expenthtures Health

2S AdmzmstratlVe Expenses Culture &: Sports

26 SubSldleS and Transfers Culture &: Sports

27 CapItal Expenthtures Culture &: Sports

28 Adnumslrallve Expenses SOCIal AssIslance

29 Subsuhes alld Transfers SOCIal AssIStance

30 Capllal Erpenthlures SOCIal AssIStance

31 AdmzlUstratl\e Expenses Publ,c lVorks &: Housrng

32 Subsulzes alld Transfers PublIC Worb &: Housing

33 Capital Ewenthtures Publ,c Works &: Housrng

34 Admzmstratne Expenses TransporratlOn &: CommulUeallon

3S Subsuues alld Transfers TransportarlOn &: Communrcatlon

36 Capllal Erpenthtures Transporrarlon &: CommulUcanon

37 AdnulUstratlVe E.:penses Orher EconomIc Actltmes

38 SubslliJes and Transfers Other EconomIc Actnllles

39 Capllal Erpenthrures Other EconomIc Acln It/es

40 Adnumslratlve Erpenses Other ActiVIties

41 Subs/cUes alld Transfers Other ACtIVIties

42 Capital Erpendzrures Other ActiVItIes

Operating Expenditures by Chapter
43 General AdmInistratIOn Oper Exp (l.me 16+17)

44 EducatIOn Oper Exp (Lme /9+20/

45 Health Oper Exp (Lme 22+23)

46 Cullure & Sports Oper Exp (Lme 25+26)

47 Soczal AssIstance Oper Exp (Lme 28+29)

48 PubliC l1-orks' & Hormng Oper Exp (Line 31+32)

49 Transportation & CommunicatIOn Oper Exp (Lme 34+35)

50 Other Economic ActlVttles Oper Exp (LlIle 37+38)

51 Other Acr,Vltles Oper Exp (Lme 40+4/)

Data In thousand leI

Standard Data Set

1993
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o

o
o
o
o
o
o
o
o
o

Page 2

1994
3436291

o
583913

o
o
o

7653710
o
o

1164 496
946376
512234

1,690130
o

133476
3354867
1066086
8703017
3811 626
1350338
4500472

o
o
o

328008
o

38630

3436291

o
7653710
2110872
1690130
4420953
5161964

o
328008

1995
4993215

o
210 883

7615437
o
o

10 851.943
o
o

615040
2011 387

523461
2441760
2364 704

123778
4425001
3 191 536

11131846
155295

6204 214
7717686

o
o
o

453033
o

122669

4993.215
7615437

10851 943
2626427
4806464
7616537
6359509

o
453033

1996
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o
o

o
o
o
o
o
o
o
o
o
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Maramures

• •

Standard Data Set

Expenditures· Actual at Year End 1993 19~'4 1995 1996
52 Total Operatmg Expenditures (LIne 53+54+55) 0 24801l.928 45322,565 0

Of which Change m Operatmg Expenditures (current year/prevIOus year) #DIV/Ol 183 000
53 Total Administrative Expenses (Lme 16+19+22+25+28+31+34+37+40) 0 2143<1128 31550724 0
54 Total SubSidies &: Transfers (Lme 17+20+23+26+29+32+35+38+41) 0 3 36} 800 13 771841 0
55 Interest Payments 0 0 0 0

56 Total Capital Expenditures (Lme 18+21+24+27+30+33+36+39+42) 0 14471742 19830323 0

57 Other Payments (une 58+59+60) 0 0 150000 0
Of which

58 Prmclpal Repayments 0 0 150000 0
59 Set ASide for Reserves 0 0 0 0
60 DistributIOn ofSurplus 0 0 0 0

61 Total Annual Debt Service (PnnClpal+lnterest Payments) 0 0 150,000 0

62 Total Expenditures 0 39273670 65302888 0
0 39273670 65302888 0

63 Venfy Lme 62 =Sum (Lme 52+56+57) OK OK OK OK

Expenditures· Imtlal Approved Budget 1993 1994 1995 1996

64 Operatmg Expenditure Budget 0 31,435734 0 0

65 Capital Expenditure Budget 0 14571 565 0 0

Other Non-Fmanclal Data

66 Total Local Government Employees (MuniCipal or ludet) 0 158 158 162

67 Total PopulatIOn (MuniCipality or ludet) 0 539718 537477 535124

68 Year to Year InflatIOn 2960% 6~7% 278% 569%

69 Deflator (Base Year =1995) 208 128 100 064

\"v Data In thousand lei Page 3

\'--

~
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Indicators

Maramures
Fmancial Performance Indicators 1993 1994 1995 1996
Key Revenue Indicators

1 - Recurrmg RevenuesITotal Revenues #DIV/O' 066 070 #DIV/O'
2 Shared NatIOnal Tax RevenueslRecurrmg Revenues #DIY/O' 078 067 #DIV/O'
3 - State Operatmg SubsldleslRecurrmg Revenues #DIV/O' 009 010 #DIV/O'
4 - Local Taxes &FeeslRecurrmg Revenues #DIV/O' 012 022 #DN/Of
5 Proceeds from Asset SalesITotal Revenues #DIV/O' 000 000 #DIV/O'

Key Expenditure IndICators
6 - Total Expenditures Per Capita (1000 leI) #DIY/Of 7277 12150 000
7 - Operatmg Expenditures Per Capita (/000 let) #DIV/O' 4595 8432 000
8 Operatmg Expendlturesffotal ExpendItures #DIV/O' 063 069 #DN/O'
9 - Capual Expendltures/Total Expenduures #DN/Of 037 030 #DNIO'

Key IndIcators ofNet Results
10 Total Expenduuresffotal Revenues #DN/O' 099 098 #DIV/Of
It Operatmg ExpenduureslRecurrmg Revenues #DIY/Of 095 097 #ON/O'
12 Recurrmg Surplus/Shared NatIOnal Tax Revenues #DIY/O' 006 004 #DN/Of
13 Recurrmg SurpluslLocal Taxes & Fees #ON/Of 037 012 #DN/O'

Key Actual to Budget Performance IndIcators
14 Actual Revenues/lmtlal Retenue Budget #ON/O' 099 100 #ON/O'
15 Actual Recurrmg Retenuesllnltlal Recumng Revenue Budget #DIYlOf 098 100 #ON/O'
16 - Actual Local Taxes and Fees/Local Taxes and Fees Budget #DN/O' 101 101 #DIY/O'
17 Actual Shared NatIOnal Tax Revenues/NatIOnal Tax Budget #DIY/O' 100 100 #ON/O'
18 Actual Expendltures/lnltlal Expenditure Budget #DIY/O' 085 #ON/O' #DN/O'
19 Actual Operatmg Expendltures/lmtlal Operatmg Expenditure Budget #DIY/Of 079 #DIY/O' #ON/Of
20 Actual Capual Expenduures/lmflal Capital Expenditure Budget #DIY/O' 099 #DIY/O' #ON/O'

~
Data 10 thousand leI Page 4 3/3/97
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Indicators

Maramures
Key Relative Perfonnance Indicators 1993 1994 1995 1996

21 Change m Recurrmg Revenues /Change m Total Revenues n/a #DN/O' 106 #DN/O'
22 Change m Operatmg Expenditures/Change m Recurrmg Revenues n/a #DN/O' 102 #DN/O'

Key Debt Service IndIcators
23 - Total Annual Debt ServlcelRecumng Revenues #DIV/O' 000 000 #DN/O'
24 - Interest PaymentslRecumng Revenues #DIV/O' 000 000 #DN/O'
25 Total Annual Debt SerHcelRecumng Surplus before Interest Payments #DIV/O' 000 012 #DN/O'
26 Max Futllre Debt Servlce/Recumng Surplus before Interest Payments #DlV/O' 1599 000 #DlV/O'

Operatmg Expenditure IndIcators by Chapter (1000 leI)
27 General Admmlstratwn Expenditures/Per CapIta #DIV/O' 637 929 000
28 EducatIOn ExpendItures/Per CapIta #DlV/O' 000 1417 000
29 Health Expenditures/Per Capita #DlV/O' 1418 2019 000
30 - Culture & Spons Expenditures/Per Capita #DIV/O' 391 489 000
31 SOCial AssIstance Expenditures/Per CapIta #DlV/O' 313 894 000
32 Publtc Works & Housmg Expendltures/Per CapIta #DlV/O' 819 1417 000
33 TransportatIOn Expenditures/Per Capita #DIV/O' 956 II 83 000
34 - Other EconomIc Expend,tures/Per CapIta #DlV/O' 000 000 000
35 Other Expenditures/Per CapIta #DlV/O' 061 084 000

Operatmg Expenditure IndIcators by Chapter (Constant 1995, 1000 LeI) 1993 1994 1995 1996
36 General Admmlstratlon Expend,tures/Per Capita #DIV/O' 814 929 000
37 EducatIOn Expenditures/Per Capita #DlV/O' 000 1417 000
38 - Health ExpendItures/Per CapIta #DlV/O' 1812 2019 000
39 Culture & Sports Expenditures/Per CapIta #DIV/O' 500 489 000
40 SOCIal ASSIstance Expenditures/Per CapIta #DIV/O' 400 894 000
41 Public Worh & Housmg Expendltures/Per Capita #DIV/O' 1047 1417 000
42 TransportatIOn Expenditures/Per Capita #DlV/O' 1222 II 83 000
43 Other EconomIc Erpend,tures/Per Capita #DIV/O' 000 000 000
44 Other Expenditures/Per Capita #DIV/O' 078 084 000

~
Data In thousand let Page 5 3/3/97



Indicators

Maramures

Actual Net Operatmg Results 1993 1994 1995 1996
Recurring Revenues Total 0 25,982,081 46,552,692 0
Of which
- Local Taxes and Fees 0 3,205,499 10,336,146 0

Shared NatIOnal Tax Revenues 0 20,360,158 31,357,300 0
- State Operatmg SubsIdIes 0 2,416,424 4,859,246 0

Operating Expenditures Total 0 24,801,928 45,322,565 0
Of which
- General Admmlstratwn 0 3,436.291 4,993,215 0
- EducatIOn 0 0 7,615,437 0
- Health 0 7,653,710 10,851,943 0
- Culture & Sponf 0 2,1l0,872 2,626,427 0
- SocIal ASSIstance 0 1,690,130 4,806,464 0
- PublIC Works & Housmg 0 4,420,953 7,616,537 0
- TransponatlOn & CommUnlcatwn 0 5,161,964 6,359,509 0
- Other EconomIc ActIVItIes 0 0 0 0
- Other Actlvltles 0 328,008 453,033 0

Interest Payments 0 0 0 0

Recurring Surplus (Deficit) 0 1,180,153 1,230,127 0

Non-recurring Operating Revenues Total 0 372,298 1,286,594 0
Of which
• Non recurrmg Local Operatmg Revenues 0 372,298 1,286,594 0

Net Operating Surplus (Deficit) 0 1,552,451 2,516,721 0

\~

~
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Indkators

Maramures
1993 1994 1995 1996

Capital Revenues Total 0 13,267,969 18,866,684 0
Of which

Local Capital Revenues 0 749,497 833,030 0
State Capital SubsIdIes 0 12,518,472 18,033,654 0

Total Funds AvaUable for Investments 0 14,820,420 21,383,405 0

CapItal ExpendItures Total by Chapter 0 14,471,742 19,830,323 0
General AdmmlstratlOn 0 583,913 210,883 0
EducatIOn 0 0 0 0
Health 0 0 0 0
Culture & Sports 0 512,234 523,461 0
Socral Asslstance 0 133,476 123,778 0
Pubilc Works & Housmg 0 8,703,017 11,131,846 0
TransportatIOn & CommumcatlOn 0 4,500,472 7,717,686 0
Other Economlc ActlvltleS 0 0 0 0
Other Actrvltles 0 38,630 122,669 0

Overall Surplus (Deficit) 0 348,678 1,553,082 0

Minus Other Payments Total 0 0 150,000 0
Of whIch
Prmclpal Repayments 0 0 150,000 0
Set ASlde for Reserves 0 0 0 0
D,smbutlOn ofSurplus 0 0 0 0

Venfy Overall Surplus (Deficit) mmus Other Payments =0 OK Error Error OK

~
\
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Imhcators

Maramures
Actual Net Operatmg Results - Constant 1995 lei 1993 1994 1995 1996
Recurring Revenues Total 0 33,205,100 46,552,692 0
OfwhlCh
- Local Taxes and Fees 0 4,096,628 10,336,146 0

Shared NatIOnal Tax Revenues 0 26,020,282 31,357,300 0
- State Operatmg Subsidies 0 3,088,190 4,859,246 0

Operating Expenditures Total 0 31,696,864 45,322,565 0
Of which
- General Admmlstratwn 0 4,391,580 4,993,215 0

EducatIOn 0 0 7,615,437 0
Health 0 9,781,441 10,851,943 0

- Culture & Sports 0 2,697,694 2,626,427 0
Socral ASSIstance 0 2,159,986 4,806,464 0

- Publlc Works & HOUSing 0 5,649,978 7,616,537 0
- TransportatIOn & CommunicatIOn 0 6,596,990 6,359,509 0

Other EconomIC Actlvltles 0 0 0 0
Other Acttvltles 0 419,194 453,033 0

Interest Payments 0 0 0 0

Recurring Surplus (Denclt) 0 1.508,236 1,230,127 0

Non-recurring Operating Revenues Total 0 475,797 1,286,594 0
OfwhlCh
- Non recurrmg Local Operatmg Revenues 0 475,797 1,286,594 0

Net Operating Surplus (Deficit) 0 1,984,032 2,516,721 0

~

~

Data tn thousand leI Page 8 3/3/97



• • • •

bldlcatOrs

Maramures
1993 1994 1995 1996

Capital Revenues Total 0 16,956,464 18,866,684 0
Of which

Local Capital Revenues 0 957,857 833,030 0
- State Capital SubSidies 0 15,998,607 18.033,654 0

Total Funds Available for Investments 0 18,940,497 21,383,405 0

Capital Expenditures Total by Chapter 0 18,494,886 19,830,323 0
General AdmInistratIOn 0 746,241 210,883 0
EducatIOn 0 0 0 0

- Health 0 0 0 0
Culture & Sports 0 654,635 523,461 0
Socral AssIstance 0 170,582 123,778 0
PublIc Works & Housmg 0 11,122,456 11,131,846 0
TransportatIOn & CommunicatIOn 0 5,751,603 7,717,686 0
Other EconomIc ActIVItIes 0 0 0 0
Other Actlvltles 0 49,369 122,669 0

Overall Surplus (Deficd) 0 445,610 1,553,082 0

~
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Introduction
USAID and the EBRD have been cooperatmg wIth the Government of Romania m the early
development of a work plan to assist m creatmg a MUnicipal Credit FaCIlity (MCF) that would lend
to general purpose local governments (judets and mUniCipalities), as well as local servIce
enterpnses (regll) to fmance mvestments In Infrastructure The Initial phase of that work plan
mvolves an assessment of the eXIsting legal and polley framework as It affects the stability of
mtergovernmental transfers and the abilIty of local governments to manage their own fmances
and to borrow It also Includes an analysIs of the current fmanclal condition of general purpose
local governments In four urban regIons to assess the credit worthiness of mUnICipalities and
Judets, as potential borrowers from the MCF

This FinancIal Profile of the MUnICipality of Bala Mare was prepared as part of a broader analySIS
of the finanCIal conditIon and finanCIal management capacIty of a mUniCipality and a Judet In each
of four urban regIons In Romania (BIhar, Constanta, Dambov/ta and Maramure~), as well as that
of the corresponding regll that proVide water, waste water, transport, solid waste and heating
servIces In those regions The analYSIS Will contnbute to an understanding of the Issues that
mIght constrain the partiCIpatIon of mUnICIpalities In the MCF

The first part of the analYSiS looks at the finanCial condItion of the MUnICipality of Bala Mare,
based on the actual results for the penod from 1993 to 1996 It also attempts to look at the
future finanCial condItion of Bala Mare through the year 2001, although such projections should
be conSidered as Illustrative given the current state of flux of laws and regulations governing
local government finances In Romania The second part of the analySIS looks at the financial
management practices of the mUniCipality The final part of the analySIS looks at the finanCial
condItion of the regll that proVide local Infrastructure services In Bala Mare

• A. FINANCIAL ANALYSIS

Overall Results
The overall fInancIal results of the MUniCipality of Bala Mare for the penod from 1993 to 1996, as
shown In Table 1, are qUIte stable, WIth moderate surpluses from 1993 to 1995 and a balanced
bUdget In 1996

However, these results by themselves reveal little else about the finances of the MUniCipality of
Bala Mare The follOWing sectIOns of thIS Financial Profile Will attempt to prOVide greater InSIghts
mto the fmanclal condItIOn of the MUnICIpality

•

Table 1
Overall Results

(Thousands of Lei)

1993 1994 1995 1996

Total Revenues 4,903,970 9,320,039 23,750,539 33,662,955

Total Expenditures 4,858,099 9,301,708 23,650,868 33,662,955

Overall SurplUS (DefiCit) 45,871 18,331 99,671 0

•

•
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Net Operatmg Results
This section of the analysIs looks at net operating results This IS different than the overall
surplus or deficit, shown above, which JUdets and muniCipalities currently calculate That
analysIs looks at the difference between all revenues and all expenditures Net operating results
look only at the difference between non-Investment (or operating) expenditures and non-capital
(or operating) revenues

The calculatIOn uses the standard Income and expense data reported by Judets and
mUniCIpalities In Annexes 12 and 14 of their quarterly and annual financial statements These
forms Include all revenues and expenditures by line Item for any given year, Including bUdget and
actual information The calculation of the net operatIng results first reqUIres Identlfyrng and
classifying those expenditures related to the cost of admmlstenng the MUnicIpality or of providing
local services ThIS Includes as well any SubsIdies or transfers to other organizations, such as
the regll, to pay for similar costs These are the operatmg expendItures of the MUnicIpality The
second step IS to Isolate those revenues that are available on a continuing baSIS to pay for
operating expenditures These operatmg revenues Include all local taxes and fees, shared
national tax revenues and any operating Subsidies provided by the state They do not Include
non-fiscal revenues, such as the proceeds of loans or of the sale of assets, or those revenues
provIded by the state specifically to pay for Investments AppendIx 1 explains the calculatIOn of
operating expendItures and revenues usmg the data available In Annexes 12 and 14 of the
standard financial reports

The net operating results of the MUniCipality are determined by SUbtracting Its total operating
expenditures from Its total operatIng revenues ThiS Will produce

• A net operating surplus when recurrrng revenues are greater than operating
expenditures

• A net operatIng defiCit when operating expenditures are greater than recurnng
revenues

ThIS IS a slgmflcant result Should the MUniCIpality want to enter Into a loan or Issue bonds, the
operating surplus Will be the amount available to pay the maturing pnnclpal and Interest
payments on the debt It Will largely determine the maxImum amount the Municipality can
borrow A Munrclpallty that has a current net operatmg defiCit has no free operatmg revenues
available for debt service It should not consider entenng Into any new loans until It has taken
steps to Identify and address the causes of the problem

The net operating results of the MUniCipalIty of Baja Mare for the period from 1993 to 1996 show
the City has experienced both moderate defICits and surpluses

An analySIS of the net operating results In constant 1995 lei, as shown In Table 2, below, falls to
reveal a pattern It IS not clear whether the 1996 defICIt was an anomaly or the beginning of
pOSSible problems Operating revenues decreased In real terms In 1996 There was no
corresponding adjustment In the level of expenditures



Financial Profile Municipality of Bala Mare 3

Table 2
Net Operating Results

Constant 1995 Lei - Thousands

1993 1994 1995 1996

Operating Revenues 8,369,373 8,663,376 17,812,595 17,084,555

Operating Expenditures 8,809,699 8,624,102 17,518,008 17,584,418

Operating Surplus (440,326) 39,274 294,587 (499,863)
(Deficit)

Revenue Trends
This sectIon of the analysIs looks at how the revenues of the MunICIpality of Bala Mare have
changed over the penod from 1993 to 1996 As shown In Table 3, below, revenues have
doubled In real terms From 1993 to 1995, state capital SubsIdies quadrupled, local taxes and
fees tnpled and shared natIonal tax revenues more than doubled Revenues were down In real
terms In 1996 In all categones except state operating SubsidIes and local capItal revenues

Table 3
Value of Revenues

Constant 1995 Lei - Thousands

1993 1994 1995 1996

Local Taxes & Fees 1,108,395 1,406,693 5,772,481 4,520,014

Shared National Taxes 3,455,116 6,534,446 8,458,399 8,125,108

State Operating 3,805,862 722,237 3,581,715 4,439,433
Subsidies

Total OperatIng 8,369,373 8,663,376 17,812,595 17,084,555
Revenues

Own Capital Revenues 758,718 547,673 354,874 1,069,834

State Capital Subsidies 1,068,763 2,699,960 5,583,070 3,300,650

Total Capital Revenues 1,827,481 3,247,633 5,937,944 4,370,484

Total Revenues 10,196,854 11,911,009 23,750,539 21,455,039

Durrng the same penod, as shown In Table 4, below, the compOSition of the operating revenues
of the MUniCipality of Bala Mare, that IS, those revenues that are most cntlcal to an evaluatIon of
the borroWing capacity of the MUniCipality, has changed somewhat Shared national tax
revenues contInue to comprise nearly half of the Municipality's operating revenues State
operating SubSIdies have become increasingly Important The relative weIght of local taxes and
fees decreased In 1996
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Table 4
Composition of Operating Revenues

Percent of Total

1993 1994 1995 1996

Local Taxes & Fees 1324% 1624% 3241% 2646%

Shared National Taxes 4128% 7543% 4749% 4756%

State Operating 4547% 834% 2011% 2599%
Subsidies

Expenditure Trends
This section of the analysIs looks at how the expenditures of the MUniCipality of Bala Mare have
evolved over the penod from 1993 to 1996 As shown In Table 5, below, the volume of
expenditures In constant 1995 lei has seen the greatest Jump In education expendltures--a new
responsibility for the MUniCipality Fluctuations In expendItures for health can be explained by
responsibilities being sWitched between the Judet and the MUnicipality It IS eVident from the
data In the table that the Municipality made an effort to control expenditures In 1996 Per capita
levels decreased In real terms In Important categones, such as health and pubhc works These
were offset, however, by Increases, espeCially In educatIOn and transportation If the growth In
revenues In real terms remains negative or low, the MUniCipality will face a very difficult
challenge

Table 5
Per Capita Operating Expenditures

by Chapter
Constant 1995 Lei - Thousands

Chapter 1993 1994 1995 1996

General Administration 1 30 268 443 397

Education 000 000 2140 2622

Health 2300 3414 4056 2964

Culture and Art 2 11 379 365 576

Social Assistance 068 1 15 384 463

Public Works and Housing 31 45 1569 3992 3385

Transportation and Communication 000 000 962 13 17

Other Economic ActIVIties 000 000 000 000

Other ActIVIties 018 005 021 052
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Debt
The MunicIpality of Bala Mare borrowed a billion lei as a short-term loan from the Judet In 1996
It paid off one tenth of the pnnclpal In 1996

The MUnicipality IS not actIvely seeking loans, but IS Investlgatmg credIt as a source of
Investment fInance

PrOjections
Table 6 shows the future net operating results for the MUniCIpality of Bala Mare as projected to
the year 2001, based on current revenue and expenditure trends That table shows that the
MUnicipality Will have to generate addItional revenues or control Its expenditures to prevent
moderate defIcits In the future

5
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Projections iii
"'U

BalaMare
...
0
=:

Actual and Projected Cash Flow CD
Current Trends Constant 1995 LeI 1993 1994 1995 1996 1997 1998 1999 2000 2001 E:
Recurring Revenues Total 8263530 8464237 17127534 16478313 20910315 24241079 27571844 30902608 34233373 c

::l

Of which [

Local Taxes and Fees 1002552 1207554 5087420 3913772 5956206 7217558 8478911 9740264 11001616 !.
Shared NatIonal Tax Revenues 3455116 6534446 8458399 8125108 10626749 12220142 13813535 15406927 17000320

State Operating SubsidIes 3805862 722237 3581715 4439433 4327360 4803379 5279398 5755418 6231437
0-m
III

Operating Expenditures Total 8809699 8624102 17518008 17 584 418 21938572 25460379 28982185 32503991 36025797

IEOf which

General AdminIstration 194654 402529 666113 593182 828911 974828 1120744 1266661 1412577
i;

Education 0 0 3213853 3915233 5522159 7018114 8514069 10010024 11505979

Health 3449906 5120541 6091654 4426068 5746942 6136902 6526862 6916822 7306 782

Culture & Sports 317181 568206 547989 859757 975160 1135911 1296662 1457413 1618163

SOCIal ASSIstance 101 549 172161 576973 691988 929700 1 147313 1364926 1582538 1800 151

PublIC Works & HOUSing 4718738 2353048 4944754 5053859 5166867 5526574 5886280 6245987 6605694
TransportatIon & CommunicatIon 0 0 1444672 1966822 2689158 3423672 4158186 4892700 5627214
Other EconomIc ActIVIties 0 0 0 0 0 0 0 0 0

Other ActIVItIes 27671 7617 32000 77 511 79675 97066 114456 131846 149236

Interest Payments 0 0 0 0 0 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001
RecurrIng Surplus (Deficit) (546169) (159865) (390474) (1 106 105) (1028258) (1 219299) (1410341) (1601383) (1792424)

Non recurrIng Operating Revenues Total 105843 199 139 685061 606242 895851 1094562 1293274 1 491 986 1690698
Of which

Non recurring Local Operating Revenues 105843 199139 685061 606242 895851 1094562 1293274 1491986 1690698

Net Operating Surplus (Deficit) (440326) 39274 294587 (499864) (132407) (124737) (117067) (109397) (101727)

01
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B FINANCIAL MANAGEMENT PRACTICES

7

The Budgeting Process
The mUnicipality's budget office takes care of the bUdget preparation The first step IS to request
bUdget proposals from the "Credit Coordinator" of the subordinate (Implementing) organization
These budget proposals vary In their compleXity Sometimes they Involve data, and sometimes
they descnbe In words what IS needed for the next year The technical and economic
departments of the mUnicipality then analyze the bUdget proposals together and create pnontles
for the mUnicIpality (For the areas of educatIOn, health and CUlture, the bUdget office IS more
likely to diSCUSS the proposals with the Implementing organizations )

The public works budget proposal for the current year consisted of three parts
1) operating expenditures - set to maintain the same level of spending, adjusted for Inflation
2) funds for ongoing Investment
3) funds for new Investment

In general, the subordinate organizatIOn would present ItS needs without regard to inflation The
budget office takes inflation factors from the National Statistics Department and applies them to
the proposed budgets Certain expenditures have minimal levels set by the Law on the BUdget
ThiS IS the case for education and health expenditures Each Judet council may also create
minimal levels for certain categories of the CIty'S expenditures, taking mto account the CIty'S
budget

The technical department creates an Investment bUdget sheet wIth all chapters and projects to
be approved by the local council Investment expenditures are prlontlzed by chapter and by
project wIthin a chapter In Bala Mare, public works, education and health are the current
priorities

The total amount proposed by the technical department IS usually about twice the amount they
actually receive When the final budget IS deCided, the technical department Will reprlontlze all of
the projects In order to get within the budget limits The Judet may try to Influence the
mUnicipality's Investment decIsions by not granting funds for a particular project However, once
the funds are released, the mUnicipality has full control over how they are spent

In PriOritiZing Investment projects, the technical department tnes to pick projects that can be
finished In one year They also try to select projects that are good deals - that IS, good projects
for less money

The Economic Director presents the budget to the Budget CommiSSIOn of the Local CounCil The
CommiSSIOn then presents the budget to the entire Local CounCil for approval

Momtorlng Expend.tures
The muniCIpality mOnitors most of the bUdget's expenditures, except for those of the regIa
These expenditures are momtored by the regia Itself There are different ways In whIch the
mumclpallty can momtor expenditures One way IS to supervise the subordinate organrzatlOn's
finanCial staff Another way IS to monItor payments that have to go through the mUniCipality, such
as for matenals and servIces and personnel In general, the subordinate orgamzatlons do not
have leeway In terms of personnel expenses because they must follow the natIOnal salary plan
(Note, thiS does not apply to regia staff )
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Modification of the Expenditure BUdget
The onglnal budget IS modified usually In October or November 10 response to changes 10 the
state budget (which changes the funds received by the mUnicipalIty from the state)

8

One change In state law has already affected Bala Mare As of thIs year, when a local council
takes a short-term loan from the Judet councIl treasury fund or the state's treasury, the CIty has to
pay rnterest and pay back the loan wIthin 18 months (Earlier, the local council would pay back
the loan wlthm the calendar-fiscal year and not pay rnterest) In 1996 Bala Mare took a short­
term loan of 1 billion leI from the Judet fund and paid back only one tenth of the pnnclpal In 1996

C PROVISION OF INFRASTRUCTURE SERVICES

Organizations Responsible for Local Services
For the MUniCipality of Bala Mare rnfrastructure services are provided by a local regie autonome
and a commerCial company

The Regie Autonome for Public Works, known as "RA URBIS Bala Mare," provides the following
services
• Water and waste water
• HeatIng (rncludlng both production and dlstnbutlon)
• Mass TranSit
• Housmg and others (including markets)
• City street maintenance

"SC de Salubntate," a private company, collects and dIsposes of soltd waste based on
commerCial contracts With local reSidents and bUSinesses

ThiS analysIS focuses on RA URBIS only The analySIS looked at the frnanclal hIstory of the regie
from 1993 to 1996 Srnce thiS regie was created In 1995 by a merger of two eXisting regll, the
analySIS looked at their consolidated past results for 1993, 1994, and 1995

Net Profit (Loss)
The net rncome of RA URBIS, as shown 10 Table 7, below, has followed a steady negative trend
dunng the penod from 1993 to 1996 The results have fluctuated from a profit of Lei 733 8
millton In 1994 to an estimated loss of Lei 897 5 million In 1996, expressed In constant 1995 Lei
The principal factor that seems to account for the large loss 10 1996 IS a doubltng In depreCiatIOn
expenses from LeI 1 6 billion In 1995 to 3 4 billion In 1996 The projection for 1997 IS of an
additional loss of approximately Lei 948 million, If present conditions remaIn the same

The net results from operations of RA URBIS also have deterrorated since 1994 The regie went
from a small operating loss of Lie 82 million In 1994 to a much larger loss of Lei 1 4 billion In
1996, all expressed 10 constant 1995 lei The operatIng profit margrn decreased from (0 4)% In
1994 to (4 1)% m 1996 These results raise questions about the ability of the regie to mamtarn
ItS core activity In the future Without outside fmanclal help

Although the operatrng reSUlts proVide Important Information about the finances of RA URBIS,
they may not provIde a complete understandmg of the overall frnanclal condition of the regie
The follOWing analySIS Will attempt to proVide additional inSights
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Table 7
Net Profit (Loss)

Constant 1995 Lei - Thousands

1994 1995 1996 (E) 1997 (P)

Operating Revenues 18,450,404 17,740,116 34,712,922 23,663,874

Operating Costs 18,532,916 17,701,839 36,137,516 25,007,377

Operating Profit (Loss) (82,512) 38,277 (1,424,594) (1,343,503)

Operating Profit (Loss) Margin (04)% 02% (4 1)% (57)%

Other Revenues 1,098,362 74,490 108,589 85,197

Other Costs 271,601 81,209 186,987 135,820

Gross Profit (Loss) 744,249 31,558 (1,502,992) (1,394,126)

ProfrtlPayroll Taxes Paid 10,417 18,886 (605,477) (446,121)

Net Profit (Loss) 733,832 12,672 (897,515) (948,005)

Net cash Flow AnalYSIS
The Income Statement and the Balance Sheet of a local regie or commerCial company that
provides essential Infrastructure services to a community present valuable information both to
the managers and to the Local CounCils and other Interested parties such as Investors and
creditors Yet, It IS Important to look beyond the results reported In the Income Statement and
Balance Sheet at other results that can be calculated uSing the information available In those
statements

Under the present conditIOns In the Romanian economy, It IS not unusual to find commerCial
companies, including many local regll, With high levels of both accounts receivable and accounts
payable A growing inability to collect payments owed by chents for services proVided, reflected
In the Increase In accounts receivable, poses a potential threat to the liqUidity of many
companies, Including some of the regll By and large, companies have tried to offset the loss of
cash ImpliCit In the Increase In accounts receivable by a corresponding Increase In accounts
payable The situation often IS descnbed as one of "finanCial blockage" - no-one pays anyone
else ThiS Involves serious riSks It IS not sustainable over time What might happen, for
example, If a large creditor (such as RENEL) demands payment of accumulated bills? In the
absence of a compensating reduction In receivables (an Increase In the collection from ItS
debtors), the commerCial company or regie would face a serious cash problem that might Impair
ItS ability to continue to operate normally

The eXisting Situation of "finanCial blockage" distorts the picture of the financial condition of a
company or regie, as shown In Its fmanclal statements Assets, as shown by accounts
receivable In the balance sheet, may not be what they seem It IS likely that In the future not all
receIvables Will be recovered Consequently, companies should be making provIsions for losses
from bad debts Conversely, liabilities, as shown by accounts payable, may also be Inaccurate
As compames begin to face the obligation to repay accumulated arrears, there IS a potential for
late payment fees or penalties Therefore, compames (Including regll) which have a high volume
of accounts payable should start mtroduclng proVISions for losses on penalties and litigatIon
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The most Immediate problem, however, IS whether the company IS generatIng suffiCient cash to
ensure Its continued operations In answenng this question, It IS necessary to look beyond the
operating results as reported mthe Income Statement to the Net Cash Flow of the company By
proJecting, for the near future, the level of cash that flows through the company, the management
can predict the company's cash position at every Instant In time, assess liqUidIty nsks, and
prevent unpleasant moments of IlliqUidity In the case of the regie, liqUidity IS also a concern for
the mUnicipality which has an obligation to prOVide a reasonable level of Infrastructure servIces to
the local community Barnng any force majeure and uSing good sense In estimating the rrsks,
the trend In the ending cash POSition can show well In advance when a liqUidity problem might
anse

How We Arrive at Net Cash Flow
The purpose of the Net Cash Flow analySIS IS to Identify the sources and uses of cash dunng the
accounting penod To do thiS, the analySIS divides the operations of a company or regie Into
three main actiVity groups that cause assets to change operations, Investments and finanCing
Beginning With net Income calculated on an accrual baSIS the analySIS makes a senes of
adjustments Intended to transform net Income Into cash flow The adjustments are of three
types

• Expenses not involVing cash outflows are added back, e g depreCiation, deferred taxes,
Increase In accounts payable and In accrued Interest payable,

• Cash outflows not treated as expenses are SUbtracted, e g Increase In Inventory,
dividends,

• Revenues not involving cash Inflows are subtracted as well, e g Increase In accounts
receivable and In accrued Interest earned, and gain on sale of property 1

The first activity covered In the analysIS are the Income and expenses related to the operatIons of
the company or regie Most expenses Involve a corresponding outflow of cash DepreCiatIOn,
amortizatIOn and provISions, however, although deducted as expenses do not reqUire the use of
cash Since they are a non-cash reduction In net mcome, they are added back to adjust the cash
flow from operations The same IS true for the Increase In accounts payable (the difference IS
deducted from net Income but not yet paid) and the decrease In accounts receivable (Similarly,
thIS IS an Increase In sales for which the regie has not been pard) In addition, the rncrease In
Inventory IS deducted to reflect the cash used to produce the additional Inventory ThiS part of
the analySIS looks at the trends rn accounts payable and accounts receivable, as well as net cash
generated from operations

The final two parts of the analySIS then look at the Impact on net cash flow of Investment and
fmancmg activities The first Involves changes In a firm's long-term Investments In property,
plant and eqUipment These actiVities are not reflected In the Income statement but represent a

J Whatever cash IS generated by the sale of property will appear on the cash flow statement as
proceeds from the sale of property under the heading ~cash flow from Investments ' The gaIn (or
loss) on the sale IS the difference between the property's seiling price and Its balance sheet value
when sold Because thiS gaIn IS already part of the line -/+ (purchase)/sale of property, plant or
eqUipment, shOWIng It also as part of operatIng actIVitIes would amount to double-counting
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use (or a source of) cash 2 Fmancmg actIVftles mclude cash raised from debt (mflows) and cash
outflows for the diVidends paid 3

2 Because of little Infonnatlon on the changes In property plant and equipment, we assumed that
all changes come from revaluation of the assets ThIS IS a change that does not affect either the
cash flow or net Income

3 In the particular case of Romania and the regll, we have also observed the use of unearned
revenues as a way to bridge-finance the shortfall of cash at the end of the year Similarly, this IS

sometimes compensated by an Increase In prepaId expenses Both are a masked form of short­
tenn financing
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Cash Flow Analysis
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1 115206
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(21 196) (3146) (8490)

1,003,864 8,399 (494,661)

109J01~ .. _. ~96,411 12,788 1,088,537

1993RA URBIS Bala Mare

Cash Flow from Operations
AdJustment to reconcile Net Income to net cash provided by operating activities

Add back DEPRECIATION AMORTIZATION
PROVISIONS

AdJust for change In assets and liabilities
Add back Increase In AlP and any other payable

(IncludIng accrued liabilities and penalties)

Subtract Increase In AIR , and any other accrued
receIVable

Subtract Increase In any of the INVENTORY

Net Cash Flow from Operations

Cash Row from Investments
/+ (Purchase) / sales of PROPERTY PLANT &

EQUIPMENT

/+ (Purchase) / sales of other INVESTMENTS

Net Cash Flow from Investments

Cash Row from FlOanclOq
Subtract Increase In PREPAID EXPENSES

Add Increase In UNEARNED REVENUES

Add Increase In CREDITS & LOANS

Subtract DIVIDENDS paid to the owner

Net Cash Flow from Financing

Net Cash Flow for the Period

Net Income

BEGINNING Cash

ENDING Cash 362,375
362,375

658,786

658,786

671,574

671,574

1,760,111

...
N

-....J
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Net Cash Flow Actual to Date
Trends In Accounts ReceIVable
The receivables of RA URBIS have steadily Increased over the years attaining a record level of
Lei 7 6 billion In September 1996 The largest smgle Increase was In 1994 when accounts
receivable jumped In one year by Lei 3 9 billion In constant 1995 lei Even considering an
Improvement for 1997, the receivables will probably continue to Increase by about 300 million Lei
In real terms per year all other things being equal The largest share of debtors are private
households

Trends In Accounts Payable
Because of the Increase In accounts receivable, the working capItal has been largely financed
through a corresponding Increase In accounts payable Consequently accounts payable for RA
URBIS have similarly Increased with a peak In 1994 of Lei 2 7 billion The major creditor IS
RENEL, the power authority, through ItS local SubSidiaries

Net Cash Flow
Because of the parallel Increase In the level of receivables and payabfes, the Net Cash Flow
actually follows the trend In Income, except for 1996 when additIOnal cash was generated
through the tax shield provided by the doubling of the depreciation expense As a result at
present, the regie IS In a relat,vely sound cash position LiqUidIty IS good and increasing The
current ratio has been over 150% and IS expected to attain 230% In 1996 The debt to assets
ratio IS a reassuring 5%

SUbSidies playa major part In the regie's operatIOns They account for all of the net cash
generated from operations and approximately 15 - 30% of turnover Consequently, any change
In the policy leading to a reduction In SubSidies Will have a significant adverse Impact on the net
cash pOSitIOn of the regie Among other external factors that could have a Significant Impact on
the cash pOSitIOn of the regie, the largest Single Item would be an Increase In the cost of labor
(Which accounts for one-third of total costs) The second most Important IS the price of energy
Any price Increase In either of these cost factors also would have a slgnrflcant adverse Impact on
the net cash POSition of the regie

Impact on Fmances of the MUniCipality
Table 9, below, shows the flow of funds between the MunicIpality and RA URBIS Bala Mare As
Indicated by the figures In the table, there was a net flow from the MUniCipality to the regie In
each year between 1994 and 1996 The net flow, however, was not Significant In the overall
finances of the City
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Table 9
Flow of Funds

MUOIclpality • RA URBIS

1994 1995 1996

From the MUnicipality to RA URBIS 2,422,752 3,773,685 4,411,606

State Subsidies 2,422,752 3,773,685 4,411,606

Other 0 0 0

From RA URBIS to the MUnicIpalIty 2,343,610 1,887,587 3,119,498

Income and Sales Tax Revenues 1,976,694 1,881,251 3,119,498

DIstributIon of Profits 366,916 6,336 0

Net To (From) MUOIclpality (79,142) (1,886,098) (1,292,108)

Net as Percent of Revenues (ExpendItures) (0 4)% (5 9)% n/a

14



1996
Code

0102
0302
0402
0502
0602
0702
0802
1702

3402

370201

1502
2002
2102
2202
4002

3002
4502

370202
370203
4602

APPENDIX I • DEFINITIONS

CategorylSub Category
Recurring Revenues
of which
Local Taxes and Fees
Shared National Salary Tax Revenues
State Operating Subsidies

Local Taxes and Fees
of whICh
Taxes on Profits of Regll
Taxes and Fees on IndIViduals
Fees for Use of State Property
Corporate Property Tax
Corporate VehICle Fees
Tax on Revenues from AgrICulture
Other Direct Taxes
Other Indirect Taxes

Shared National Tax Revenues
of whICh
Shared NatIonal Salary Tax Revenues

State Operating Subsidies
of whICh
SubslChes for Social AssIStance, Heating & PublIC Transport

Non-Recurrmg Revenues
of whICh
Non-Recurring Local Operating Revenues
Local Capital Revenues
Other Capital Revenues

Non-Recurrmg Local Operating Revenues
of whICh
Entertainment Fees
DIStributIOn from Profits of Reg/l
Revenues from PublIC InstitutIOns
Other VarIOus Revenues
DonatIons

LocalCaprtalRevenues
of whICh
Proceeds from the Sale of Public Property & HousIng
Proceeds of Short-term Loans

other Capital Revenues
of which
State Capital Investment SubSIdies
Capital Investment SubSidies from External Loans
Proceeds of Loans from RevolVing Funds
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Standard Data Set

Bata Mare
Lme Revenues - Actual at Year End 1993 1994 1995 1996

oTotal Revenues 4903,970 9320039 23750539 33662955
Change m Total Revenues (current year/prevIOus year) 190 255 142

1 Local Taxes and Fees Recurrmg 482157 944 878 5087420 6,140708

2 Non Recurrmg Local Operating Revenues 50903 155,821 685061 951 193

3 Local CapItal Revenues 364,890 428539 354874 1,678569

4 Of ....h,ch Proceeds from the sale ofpublIC property 2144 213 465 1432

5 Shared NatIonal Tax Revenrles 1 661,668 5113 025 8458399 12748294

6 State Operatmg SubsIdIes 1830352 565131 3,581 715 6965471

7 Other Capital Revenues 514000 2 112 645 5583070 5178720

8 Total Recurnng Revenues (Lme 1+5+6) 3974177 6623034 17127534 25854473
Change m Recurnng Revenues (current year/prevIOus year) 167 259 I 51

9 Total Non Recurnng Revenues (Lme 2+3+7) 929793 2697005 6623005 7808482
4903970 9320039 23750539 0

10 Venfy Line 0=Sum (Lme 8+9) OK OK OK OK

Revenues - 1mhal Approved Budget 1993 1994 1995 1996

II Total Revenue Budget 4862020 9518754 23891 146 34392 485

12 Local Relenues and Fees 483,770 998,404 5155,527 7328000

13 Shared NatIOnal Tax Relenues I 661 668 5 113 025 8458399 12748294

14 State Operatmg SubSIdIes 1830352 760075 3658932 6965471

15 Recurrmg Relenue Budget (Lme 12+/3+14) 3975790 6871504 17272,858 27041 765

~
v-....

Data III thousand leI Page 1 3/11/97
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Bam Mare
ExpendItures· Actual at Year End

16 Admzmstratne &penses General AdmllustratlOn

17 Subsubes and Transfers General Admzmstratlon

18 CapItal Rlperubtures General AdmmlStratlon

19 Admzmstratne Expenses EducatIOn

20 Subsuhes and Transfers EducatIOn

21 CapItal Experubtures EducatIon

22 Adnumslratne Expenses Health

23 Subsuhes and Transfers Health

24 CapItal Experubtures Health

25 AdmzmstratlVe &penses Culture &: Sports

26 Subsltues and Transfers Culture &: Sports

27 CapItal &perubtures Culture & Sports

28 AdnumstratlVe &penses SOCIOI AssIStance

29 Subsltbes and Transfers Soctal Assistance

30 Capital Krperubtures SOCial AssIStance

31 AdmzmstratlVe Expenses Public lVorb &: Housmg

32 Subsulzes and TrallSfers PublIC Worb &: Housmg

33 CapItal Experubtures PublIC Works &: Housing

34 Adnumstraltve Expenses TransportatIOn &: Commurncatlon

35 Subsuhes and Transfers TrallSportatlOn &: CommumcatlOn

36 Capital Experubtures TrallSportatlOn &: CommumcatlOn

37 Adnumstratlve ExpellSes Other EconomIc Act/\ltIes

38 SubSidIes and Transfers Otha EconomIc Actllltles

39 Capital ExpendItures Olher EconomIc Activities

40 AdrmmstratlVe Expenses Other Act/\Itles

41 SubSIdIes and Transfers Other ACIlHlles

42 Capllal Experublures Olher Act/\Itles

Operating Expenditures by Chapter
43 GeneralAdmmlstratlOn Oper Exp (Lme 16+17)

44 EducatIOn Oper Exp (Lme 19+20)

45 Health Uper fup (Lme 22+23)

46 Culture & Spons Oper Exp (Lme 25+26)

47 Socwl Assistance Oper Exp (Lme 28+29)

48 PubliC Works & Housmg Oper Exp (Lme 3/+32)

49 TransportatIOn & CommunicatIOn Oper Exp (L,ne 34+35)

50 Otlter Fconomlc Actnllles Oper Etp (Lme 37+38)

51 Otlter Actnltles Oper Exp (Lme 40+41)

nata In thou~and leI

Standard Data Set

1993
93615

o
16461

o
o
o

1 659162
o
o

15611
136931

o
48,838

o
699

439,029
1830352

604093
o
o
o
o
o
o

13 308
o
o

93615

o
1 659 162

152542
48838

2269381
o
o

13308

Page 2

1994
314968

o
167067

o
o
o

4,006683
o
o

49459
395147

36374
134711

o
3 500

1,276065
565,131

2346643
o
o
o
o
o
o

5960
o
o

314968

o
4006683

444 606
134711

1 841 196
o
o

5960

1995
666113

o
49797

3213853
o
o

6091654
o
o
o

547989
o

173321
403652

2500
2572 211
2372 543
2583847

o
1444 672
3496716

o
o
o

32000
o
o

666113

3213 853
6091 654

547989
576973

4944 754
1444 672

o
32000

1996
930702

o
95000

6143000
o
o

6944500
o
o
o

1348958
o

203819
881910
10000

3818887
4110617
3273761

o
3085944
2574000

o
o
o

121615
o

13 000

930,702

6143000
6944 500
1 348958
1085729
7929504
3085944

o
121 615

VI 1/97
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Standard Data Set

Bam Mare

Expenditures - Actual at Year End 1993 1994 1995 1996
52 Total Operatmg expenditures (LIne 53+54+55) 4236846 6748124 17.518008 27.589952

Of which Change m OperatIng ExpendItures (current year/prevIOus year) 159 260 157
53 Total AdmmlstratlVe Expenses (Lme /6+/9+22+25+28+3/+34+37+40) 2269563 5787846 12749.152 18162523
54 Total Subsidies & Transfers (Lme /7+20+23+26+29+32+35+38+4/) 1967283 960278 4768856 9427429
55 Interest Payments 0 0 0 0

56 Total Capital expenditures (Lme /8+2/+24+27+30+33+36+39+42) 621,253 2553584 6132860 5965761

57 Other Payments (Lme 58+59+60) 0 0 0 107242
Of which

58 Pnnclpal Repa}ments 0 0 0 107242
59 Set ASIdefor Reserves 0 0 0 0
60 DistributIOn ofSurplus 0 0 0 0

61 Total Annual Debt Service (Pnnclpal+Interest Payments) 0 0 0 107242

62 Total Expendltllres 4858099 9301 708 23650868 33662955
4858099 9301 708 23650868 0

63 Venfy Lme 62 =Sum (Lme 52+56+57) OK OK OK OK

Expenditures - Imtlal Approved Budget 1993 1994 1995 1996

64 Operatmg expenditure Budget 23830767 7005393 17612739 28367,284

65 Capital ExpendIture Budget 621.253 2,573361 6278407 6025201

Other Non·Fmanclal Data

66 Total Local Government Employees (MUniCipal or Judet) 87 88 101 105

67 Total Poplliation (MUniCipality or JUdet) 150018 149975 150201 149307

68 Year to Year Inflation 2960% 627% 278% 569%

69 Deflator (Base Year =1995) 208 128 100 064

~ Data In thousand lei Page 3 3/11/97
~



IndIcators

BaJa Mare
Fmanclal Performance Indicators 1993 1994 1995 1996
Key Revenue IndIcators

1 - Recurrmg Revenues/Total Revenues 081 071 072 077
2 Shared NatIOnal Tax Revenues/Recurrmg Revenues 042 077 049 049
3 State Operatmg SubHdles/Recurrmg Revenues 046 009 021 027
4 Local Taxes &FeeslRecurrmg Revenues 012 014 030 024
5 - Proceeds from Asset SalesJTotal Revenues 000 000 000 000

Key Expenditure IndIcators
6 Total Expenditures Per Caplta (1000 leI) 3238 6202 15746 22546
7 Operatmg Expenditures Per Caplta (1000 leI) 2824 4499 11663 18479
8 Operatmg Expendltures/Total Expendltures 087 073 074 082
9 - CapItal ExpendullresITotal ExpendItures 013 027 026 018

Key IndIcators ofNet Results
10 Total Expendltures/Total Revenues 099 100 100 100
11 Operatmg Expendltures/Recurrmg Revenues 107 102 102 107
12 - Recllrrmg Surplus/Shared NatIOnal Tax Revenues -016 -002 -005 -014
13 - Recurrmg Surplus/Local Taxes & Fees -054 -013 -008 -028

Kev Actllal to Budget Performance IndIcators
14 Actual Revenues/lmtlOl Revenue Budget 101 098 099 098
15 - Actllal Recurring Relenues/lnltlal Recurrmg Revenue Budget 100 096 099 096
16 Actual Local Taxes and Fees/Local Taxes and Fees Budget 100 095 099 084
17 Actllal Shared NatIOnal Tax RevenueslNatlOnal Tax Budget 100 100 100 100
18 Actual Frpendltures/lmttal ExpendIture Budget 020 097 099 098
19 Auual Operatmg Expendltures/lnltlal Operatmg ExpendIture Budget 018 096 099 097
20 - Actual Capital Expendltures/lnltlal CapItal Expendlture Budget 100 099 098 099

~
~
~
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Indicators

Bal3Mare
Key RelatIve Performance IndIcators 1993 1994 1995 111)96

21 Change m Recurrmg Revenues /Change m Total Revenues n/a 088 101 107
22 Change In Operatmg Expenditures/Change In Recurring Revenues n/a 096 100 104

Key Debt ServIce IndIcators
23 Total Annual Debt ServIce/Recurring Revenues 000 000 000 000
24 - Interest Payments/Recurring Revenues 000 000 000 000
25 - Total Annual Debt ServIce/Recurring Surplus before Interest Payments 000 000 000 -006
26 Max Future Debt ServtcelRecurrlng Surplus before Interest Payments -2611 -5482 -1756 000

Operating Expenditure IndIcators by Chapter (1000 lei)
27 General AdminIstratIOn ExpendItures/Per Capita 062 210 443 623
28 EducatIOn ExpendItures/Per CapIta 000 000 2140 41 14
29 Health E~endltures/Per Capita 1106 2672 4056 4651
30 - Culture & Sports Expendltures/Per CapIta 102 296 365 903
31 - SOCial AssIStance Expenditures/Per Capita 033 090 384 727
32 Publtc Works & Housmg Expenditures/Per CapIta 15 13 1228 3292 53 II
33 TransportatIOn Expenditures/Per Capita 000 000 962 2067
34 Other EconomIc ExpendItures/Per Capita 000 000 000 000
35 Other Expenditures/Per CapIta 009 004 021 081

Operatmg Expendltllre IndIcators by Chapter (Constant 1995, 1000 Lei) 1993 1994 1995 19196
36 General AdmmlstratlOn Expenditures/Per Capita 130 268 443 397
37 EducatIOn ExpenditureS/Per Capita 000 000 2140 2622
38 Health Expenditures/Per Capita 2300 3414 4056 2964
39 Culture & Sports Expendltures/Per Capita 211 379 365 576
40 SOCial AssIstance Expenditures/Per Capita 068 1 15 384 463
41 PubliC Works & Housing Expenditures/Per Capita 3145 1569 3292 3385
42 - TransportatIOn Expenditures/Per Capita 000 000 962 13 17
43 Other EconomIc Erpendltures/Per Capita 000 000 000 000
44 Other Expenditures/Per Capita 018 005 021 I 052

~
~
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Indicators

Bam Mare

Actual Net OperatIng Results 1993 1994 1995 1996
Recurring Revenues Total 3,974,177 6,623,034 17,127,534 25,854,473

Ofwhtch
Local Taxes and Fees 482,157 944,878 5,087,420 6,140,708

Shared NatIOnal Tax Revenues 1,661,668 5.113.025 8.458,399 12,748,294
• State Operatzng Subsidies 1,830,352 565,131 3,581,715 6,965,471

Operating Expenditures Total 4,236,846 6,748,124 17,518,008 27,589,952

Ofwhtch
General AdmmlSlratlOn 93,615 314,968 666,113 930,702

- EducatIOn 0 0 3,213,853 6,143,000

- Health 1,659,162 4,006,683 6,091,654 6,944,500
Culture & Sports 152,542 444,606 547,989 1,348,958

- SOCial ASSIStance 48,838 134,711 576,973 1,085,729
PubliC Works & HOllsmg 2,269,381 1,841,196 4,944,754 7,929,504
TransportatIOn & CommUnicatIon 0 0 1,444,672 3,085,944

- Other Economic Actnltles 0 0 0 0
Other ActlH/ies 13,308 5,960 32,000 121,615

Interest Pavments 0 0 0 0

Recurring Surplus (Deficit) (262,669) (125,090) (390,474) (l,735,479)

Non-ret.Urrlng Operating Revenues Total 50,903 155,821 685,061 951,193
Of whIch

Non recurring Local Uperatmg Revenues 50,903 155,821 685,061 951,193

Net Operating Surplus (Deficit) (211,766) 30,731 294,587 (784,286)

t
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Indicators

BalaMare
1993 1994 1995 1996

Capital Revenues Total 878,890 2,541,184 5,937,944 6,857,289

Of whIch
Local CapItal Revenues 364,890 428,539 354,874 1,678,569

- State CapItal SubsIdIes 514,000 2,112,645 5,583,070 5,178,720

Total Funds Available for Investments 667,124 2,571,915 6,232,531 6,073,003

CapItal Expenditures Total by Chapter 621,253 2,553,584 6,132,860 5,965,761

General AdmmlstratlOn 16,461 167,067 49,797 95,000
EducatIOn 0 0 0 0

- Health 0 0 0 0
Culture & Sports 0 36,374 0 0
SOCial Assistance 699 3,500 2,500 10,000

- Public Works & Housmg 604,093 2,346,643 2,583,847 3,273,761
- TransportatIOn & CommunicatIOn 0 0 3,496,716 2,574,000
- Other Economic Activities 0 0 0 0
- Other ActIVItIes 0 0 0 13,000

Overall Surplus (DefiCit) 45,871 18,331 99,671 107,242

Minus Other Payments Total 0 0 0 107,242
Of whIch
PrmClpal Repavments 0 0 0 107,242
Set As/deJor Resenes 0 0 0 0
DistributIOn ofSurplus 0 0 0 0

Venfy Overall Surplus (DefiCIt) mlOus Other Payments =0 Error Error Error OK

~,
..-
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Indicators

Bal3Mare
Actual Net Operatmg Results - Constant 1995 lei 1993 1994 1995 1996
Recurring Revenues Total 8,263,530 8,464,237 17,127,534 16,478,313
Of whIch
- wcal Taxes and Fees 1,002,552 1,207,554 5,087,420 3,913,772
- Shared NatIOnal Tax Revenues 3,455,1l6 6,534,446 8,458,399 8,125,108
- State Operatmg Subsldles 3,805,862 722,237 3,581,715 4,439,433

OperatIng Expenditures Total 8,809,699 8,624,102 17,518,008 17,584,418
Of whIch
- General AdminIstratIOn 194,654 402,529 666,1l3 593,182
- EducatIOn 0 0 3,213,853 3,915,233
- Health 3,449,906 5,120,541 6,091,654 4,426,068

Culture & Sports 317,181 568,206 547,989 859,757
- Socwl AssIstance 101,549 172,161 576,973 691,988
- PublIC Works & Housmg 4,718,738 2,353,048 4,944,754 5,053,859
- TransportatIOn & Comml/nlcatron 0 0 1,444,672 1,966,822

Other EconomIc ActIVitIes 0 0 0 0
- Other Actnl1lef 27,671 7,617 32,000 77,511

Interest Pa}ments 0 0 0 0

Recurring Surplu'i (Deficit) (546,169) (159,865) (390,474) (l, 106, 105)

Non-recurring Operating Revenues Total 105,843 199,139 685,061 606,242
Of which

Non recurrmg Local Operatmg Revenues 105,843 ]99,139 685,061 606,242

Net Operating Surplus (Deficit) (440,326) 39,274 294,587 (499,864)

~
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Indicators

Bam Mare
1993 1994 1995 1996

Capital Revenues Total 1,827,481 3,247,633 5,937,944 4,370,484
Of whIch

Local CapItal Revenues 758,718 547,673 354,874 1,069,834
- State CapItal SubsIdIes 1,068,763 2,699,960 5,583,070 3,300,650

Total Funds AvaIlable for Investments 1,387,155 3,286,907 6,232,531 3,870,620

Capital Expenditures Total by Chapter 1,291,775 3,263,480 6,132,860 3,802,270
General Admlnlstratton 34,227 213,512 49,797 60,548

- EducatIOn 0
I

0 0 0
Health 0 0 0 0
Culture & Sports 0 46,486 0 0
Sacral Assrstance 1,453 4,473 2,500 6,373
Publrc Works & Housmg 1,256,094 2,999,010 2,583,847 2,086,527
TransportatIOn & Commrmrcatron 0 0 3,496,716 1,640,535
Other Economrc Actlvltles 0 0 0 0
Other Actnrtles 0 0 0 8,286

Overall Surplus (Deficit) 95,380 23,427 99,671 68,351

~
\,-j)

Data III thOU'l,Uld leI Page 9 3/11/97



Projections

Bala Mare

Actual and ProJecled Cash Aow

current Trends Constanl1995 LeI 1993 '994 1995 1996 1997 '998 '999 2000 200'

RecurrIng Revenues Tolal 8263530 8464237 17127534 16478313 20910315 24241079 27571844 30902608 34233373

Of which

Local Taxes and Fees 1002552 1207554 5087420 3913772 5956206 7217558 8478911 9740264 11 001 616

Shared NatIonal Tax Revenues 3455116 6534446 8458399 8125108 10626749 12220142 13813535 15406Q27 17 000 320

State Operatmg Subsidies 3805862 722237 3581715 4439433 4327360 4803379 5279398 5755418 6231437

OperatIng Expenditures Total 6609699 8624102 17 516 008 17 564 418 21938572 25460379 28982185 32503991 35025797

Otwhlch

General Admlnlslral/on 194654 402529 666113 5931B2 82B 911 974626 1120744 1266661 1412577

Education 0 0 3213653 3915233 5522159 7018114 8514069 10010024 11 505979

Health 3449906 512054\ 6 OQl 654 4426068 5746942 6136902 652681'.2 6g1S 622 7306 782

Culture & Sports 317181 568206 547969 859757 975160 1 135911 1296662 1 457413 1618163

SOCial ASSistance 101549 172161 576973 691988 929700 1147313 1 364926 1 582538 1800 151

PublIC Works & Housmg 4718738 2353048 4944754 5053659 5166867 5526574 5886280 6245987 6605694

TransportatIOn & Communication 0 0 1444672 1966 822 2689158 3423672 4158 186 4892700 5627214

other EconomIc ActlVII,es 0 0 0 0 0 0 0 0 0

Other ActIVities 27671 7617 32000 77 511 79675 97066 114456 131846 149236

Interest Payments 0 0 0 0 0 0 0 0 0

1993 1994 1995 1996 1997 1998 1999 2000 2001

Recurring SurplUS (DelleII) (546169) (159865) (390474) (1 106 105) (1028258) (1 219299) (1 410341) (1601363) (1792424)

Non recurring Operallng Revenues Tolal 105643 199139 685061 606242 895851 1094562 1293274 1 491 986 1690698

Of which

Non recurring Local Oparating Revenues 105843 199139 685061 606242 895851 1094562 1293274 1 491 986 1690698

Nel Operating Surplus (Dellclt) (440326) 39274 294587 (499864) (132407) (124737) (117067) (109397) (101727)

\:'oJ
V"\
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Appendix III

Detailed Financial Information on
RA URBIS

MUnicipality of Bala Mare
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Profit and Loss

RAURBIS

~-\
~

Data In thousand let

Dec 1993 TOTAL 1993 TOTAL 1994 TOTAL1995 TOTALI996 TOTALI997 TOTAL1998

FINANCIAL RESULTS RA URBIS BaJa Mare 201 134 100 067 036 033

1 Revenues Irom goods (merchandise) sold 74593 151519 113056 140 127

2 Revenues Irom Core Acllvrty 1263336 2539309 15676369 12288970 27569233 19929101 25306 371

3 Turnover 1263 336 2539 309 15676389 12363 563 27720752 20 042157 25446 498

4 or <5> Inventones evaluated 73143 64221 68882 65542

6 Assets In Process evaluated 1381 1361 1361 1381

7 Total Production 1263338 2539 309 15876369 12363 494 27634635 19999164 25373294

8 SubventIOns lor Core Acllvrty 1369057 2751805 2422752 3n3885 4411606 1530000 1380 000

9 other Revenues 2122 4265 351282 131088 180501 155784 173180

10 Rev Irom ProvIsIOns lor Core Acllvrty 1397276 2334462 1885869 2861153

11 Total Revenues Core Aetlvlty 6461886 13028551 16450404 17 740 116 34712922 23663674 29947755

t2 Merchantdlse 67588 123316 95453 115085

13 Raw Matenals 132665 94690 191253

14 Consumables 2399176 2398182 5054034

15 Energy and water 5717590 3895623 6549870

16 other Matenals 37714 63236 170616

17 Total Matenals 6287168 6471933 13965775 10218654 12856006

16 other Costs 1764658 1346 922 2909972 2129447 2678796

19 Taxes 137074 70944 151101 111023 139231

20 Personnel 5821359 5551010 11081498

21 Labor Burden 1829203 1791421 3586275 3301531 4074868

22 Total Personnel 7650583 7342431 14667n3 11005102 13582959

23 other Operational Costs 239280 750 164 907931 629057 884570

24 Depreciation lor core acllvrty 454176 1649 637 3411647 818441 546 654

25 Total Coats for Core Activity 6434111 12932583 18532916 17701639 38137516 25007377 30803282

26 or <27> Prollt or <La..> Core Aetlvlty 47755 95988 (82512) 38277 (1424595) (1343504) (855527)

34 Tota' Financial Revenuea 7886 15851 58892 44229 80135 82182 74818

38 Interest Expense 10465 21075 221465 52695 154316
40 AmortizatIOn I ProvIsIOns lor Losses

41 Tota' Financial Coata 7112 14295 259224 63676 189257 122159 157587

42 or <43> Prollt or <Loaa> Financial Activity 774 1558 (200532) (19649) (89122) (59977) (82 789

44 or <45> Current Prollt or <Loaa> 46 529 97543 (283044) 18628 (1513716) (1403481) (938298

46 Extraordinary Revenues 5707 11471 1039670 30261 28454 23015 17801

aecount871 +672 Extraordinary Cosls I 12378 17331 17730
ale 687 AmortisatIOn I PrOVISIOns lor Ex Losses

47 Extraordinary eoata Tota' 12378 17331 17730 13881 10934

48 or <49> Extraordinary Profit or <Loaa> 5707 11471 1027294 12930 10724 9354 8867

52 or <53> Graaa Pront or <Loaa> 54238 109014 744 249 31558 (1502992) (1394127) (931429)

54 Income Tax 10417 18888 (817876) (446121) (298057)
55 Prepaid Tax 12401

56 or <57> Net Profit or <Loaa> 54238 109014 733 632 12872 (897515) (946 006) (833372)

Page 1 3/11/97



Net Cash Flow Analysis
URBIS Bala Mare
Constant 1995 Lei

RA URBIS Bala Mare 1993 1994 1995 1996 1997 1998

Net Income 109,014 733,832 12,672 (897,515) (948,006) (633,372)

Cash Flow from OperatIons

Adjust Net Income to net cash provided by operating activities

Add back DEPRECIATION, AMORTIZATION, PROVISIONS ° 454,176 1,649,837 3,411,647 618,441 546,654

Adjust for change In assets and JlablJltles
Add back Increase In AlP and any other payable (including accrued

liabilities and penalties) ° 2,725,199 1,810,242 (23,528) 540,000 330,000

Subtract Increase In AIR and any other accrued receivable ° (3,922,621 ) (3,163,978) (687,541 ) (360,000) (99,000)

Subtract Increase In any of the INVENTORY ° (698,038) (304,384) (219,865) (108,000) (165,000)

Net Cash Flow from Operations 109,014 (707,453) 4,389 1,583,198 (257,565) (20,718)

Cash Flow from Investments

/+ (Purchase) / sales of PROPERTY, PLANT AND EQUIPMENT

-/+ (Purchase) / sale of other INVESTMENTS

Net Cash Flow from Investments ° ° ° 0 0 0

Cash Flow from Fmancmg

Subtract Increase In PREPAID EXPENSES ° (90,146) 61,999 10,839 ° °Add Increase In UNEARNED REVENUES ° 1,115,206 (270,504) (407,269) 0 0
Add Increase In CREDITS & LOANS ° ° 220,050 (89,740) ° 0

Subtract DIVIDENDS paid to the owner ° (21,196) (3,146) (8,490) ° 0
Net Cash Flow from Financing 0 1,003,864 8,399 (494,661) 0 0

Net Cash Flow for the Period 109,014 296,411 12,788 1,088,537 (257,565) (20,718)
BEGINING Cash 362,375 658,786 671,574 1,760,111 1,502,546
ENDING Cash 362,375 658,786 671,574 1,760,111 1,502,546 1,481,828

t."J
V'~....
~
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Data In thousand lei
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Key Ratios

URBIS Bala Mare

~

~

RA URBIS Bala Mare 1994 1995 1996 1997 1998

Vulnerability

Subsidies cover of CF from Operations negCF 1000% 1000% negCF neg CF
Subsidies cover of Payroll 317% 514% 30 1% 139% 102%

w/out labor burden 416% 680% 398% 199% 145%
Net CF from Ops as % of Payroll negCF o1% 108% negCF negCF

w/out labor burden negCF negCF 143% negCF negCF
Net CF from Ops as % of Raw Materials negCF 01% 91% negCF negCF

prontablllty

• operating Profit Margin 04% 02% 41% 57% -29%
• gross margin 40% 02% 43% 59% 31%

Leverage

" debt to assets 53% 53% 66% 85% 96%
w/out AlC Ree 57% 57% 72% 93% 106%

• debt to revenues ( core actlv) 133% 291% 124% 127% 106%
w/out subsidies 144% 370% 142% 136% 111%

• net CF % of TOTAL LIABILITIES 92% 02% 170% negCF negCF

L1guldlty

" current ratio 1532% 1635% 2192% 1847% 1704%

Turns (days) 360

• collecUon period 84 203 70 58 43
" days sales In cash 8 8 12 8 6
" payable period 32 73 33 34 29

Q!!Jm

"energy & water % of total costs 309% 220% 237% 409% 417%

• sal % of total costs 314% 314% 307% 440% 441%
" subsidies % of total costs 13 1% 213% 122% 6 1% 45%
• subsidies % of turnover 155% 305% 159% 76% 54%
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