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1. Executive summary 
 
Under development … 
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2. Introduction 
 
The consolidation of civil society and its financial sustainability in particular were the object of 
multiple expectations from the civil society and of promises made by authorities and decision-
makers. 
 
Already in 2008, by the Resolution of the NGO Forum1, the government was asked2 to adopt a 
law on designation of a tax percentage to public benefit organizations, with the NGO Council 
being empowered to monitor and facilitate the adoption of this law 3. 
 
This expectation was a reaction to the obligation formulated and undertaken on the basis of the 
EU-Moldova Action Plan of 20064. The undertaken obligation reveals the Government’s 
Obligation to facilitate and support the development of civil society. 
 
As a result, the first steps in implementation were reflected in the Civil Society Consolidation 
Strategy 5 whose Chapter II provided for the following: Creation of a legal and fiscal framework 
favorable for the sustainable development of the associative sector. In particular, in paragraph 2 it 
specified: Elaboration and adoption of a package of legislation designed to regulate the possibility 
for taxpayers to designate a certain percentage of income tax due to the state to public benefit 
organizations. 
 
However, the adoption of the Strategy was not followed by a Government Action Plan aimed at 
implementing the priorities set out in the Strategy. The specific actions should have comprised 
(and they were offered only in the action plan): 1) Priority II: Creation of a legal and fiscal 
framework favorable for the sustainable development of the associative sector, 2) Amendments 
and regulations on improving the mechanism for making donations to the civil society, 3) 
Identification of a mechanism, applicable for the fiscal system of the Republic of Moldova, for 
income tax designation to the account of NGOs, 4) Amendments and regulations, applicable for 
the fiscal system of the Republic of Moldova, necessary for designating income tax to the account 
of NGOs. 
 
The Activity Program of the Government for 2001-146 includes the following: 1) item g. 
Consolidation of civil society and cooperation with the public sector, and 2) especially in item 3. 
Creation of conditions for ensuring the financial sustainability of non-governmental 
organizations, 3) Creation of an efficient mechanism for the implementation of the National 
Strategy for Civil Society Development, 4) Reform of the legal framework regarding 

                                                   
1 Resolutions of the NGO Forum of 15-16 December 2008, http://consiliulong.md/ro/forum/show/2   
2 d) ask the acceleration of adoption of the Law on public use of 2% of income tax of physical and juridical 
persons, 
3 b) empower the NGO Council to monitor and promote the implementation of the draft laws on public use 
of 2% of income tax of physical and juridical persons and adoption of amendments to legislation on non-
commercial organizations of public benefit, 
4 EU-Moldova Action Plan, Provision of Section 2.1 (10) paragraph 3, “Facilitate and support civil society 
development, enhanced dialogue and co-operation” 
http://ec.europa.eu/world/enp/pdf/action_plans/moldova_enp_ap_final_en.pdf  
5 Parliament, Decision no. 267, 11 December 2008,  
http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=330319  
6  http://www.gov.md/lib.php?l=ro&idc=445  



Resource Center for Human Rights (CReDO), www.CReDO.md  

Financial consolidation of civil society by introducing the mechanism of designation of a tax percentage to non-commercial 
organizations of public benefit 

 4

philanthropy, sponsorship and social entrepreneurship with a view to ensuring the sustainability 
of non-governmental organizations and increasing their independence. 
 
Finally, the Activity Program of the Government for 20107 also provides for creating conditions 
to ensure financial sustainability of non-governmental organizations, but only through an analysis 
of the impact of the draft law on the public use of 2% of the income tax of individuals and legal 
entities resident in Moldova. 
 
With the existing abundance of actions proposed and obligations assumed, the promotion and 
adoption of the law on designating a part of the income tax is still just an intention. 
 
- Policies for consolidation of the non-governmental sector 
 
The international practice in the field demonstrates that a set of policies can ensure a better 
consolidation and sustainability of the non-governmental sector. Further, we shall mention some 
of the policies used to promote and consolidate the civil society8:  
 
Generating financial resources: 

1. Policies for deduction of donations, efficient (reliance and rapidity) and accessible 
(access of individuals and legal entities and the rapidity of the mechanism’s 
implementation)9,  

2. Policies for designating a part of the income tax, efficient (low cost and accessibility) and 
of high quality (a reasonable and attractive percentage), and information programs 
regarding the use and application of fiscal policies, 

3. Accessibility of contracting and sub-contracting for social, medical and other services on 
the basis of eligibility criteria, 

4. Cost of proposed services lower with the value of local taxes (acts as VAT), 
5. Interdiction to use the entire income exclusively on statutory goals, including that of 

maintaining the status of public benefit. 
 
Transparency and responsibility for financial resources: 

6. Financial transparency (annual reports to society) in the operation of the governing body 
(competencies and composition different than the organization’s executive), including to 
benefit from deductions and donations, 

7. Application of accounting standards for non-commercial organizations (specific for the 
sector – objective: responsibility for expenses in order to promote the statutory goal). 

 
Promotion of participation and civic activism: 
                                                   
7 Decision no. 194, 18 March 2010,  
http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=334058  
8 John Hopkins Comparative Nonprofit Sector Project, L.M. Salamon, H.K.Anheier, R.List, S.Toepler, 
S.W.Sokolowski, Global Civil Society: Dimensions of the Nonprofit Sector, 1999, volume I, Claudio 
Travaglini, Enrico Supino, Juana Fuentes Perdomo, Esther Falcón Pérez, Accounting Regulation for 
Nonprofit Oranizations in Italy and Spain: Towards an European Perspective, 
http://amsacta.cib.unibo.it/archive/00002325/01/Accounting_Regulation_for_Nonprofit_Organizations.pdf, 
Pavol Frič, Lenka Deverová, Petr Pajas, Hana Ilhánová, Defining The Nonprofit Sector in Czech Republic, 
http://www.jhu.edu/~ccss/publications/pdf/czechrep.pdf 
9 In the USA and New Zealand the notion of deduction of donations is different that in Moldova, namely: a 
person making a donation from their taxable income receives a confirmation of the donated amount from 
the receiving organization. The confirmation of the amount is annually submitted to the fiscal executive 
authorities, reducing the tax base. This mechanism is equally used by individuals and legal entities. 
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8. Promotion of participation and of volunteering. 
 
The mentioned policies can have a positive impact on the quality of the Moldovan non-
governmental sector. Moldova lacks the following policies: 

1. Interdiction to use the entire income exclusively on statutory goals10, 
2. Policies on deduction of donations are available only to legal entities, and they too need 

to be made more efficient11,  
3. Policies on contracting and sub-contracting of public services are not clear and efficient, 
4. Policies on promotion of volunteering have so far been only declarative. 

 
 

                                                   
10 Article 52(2) of the Fiscal Code 
11 Designation of taxes by taxpayers (up to 20%), contributions from the amount of the taxable income (up 
to 20%), deduction of donations from the taxable income of individuals and legal entities up to 10% 
(Article 36(1), Article 36(3) of the Fiscal Code) 
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3. Current Policies 
 

3.1 The context of policies 
 
 
- Current policies 
 
The policy on deduction of donations from the taxable income is available only to legal entities, 
but it too needs to be made more efficient12.  
 
Deducing the donated amount of up to 10% of the taxpayers’ taxable income is stipulated by 
Article 36(1)13 of the Fiscal Code. Deducing the amount of donation from the taxable income, 
integral income minus integral expenses, is essentially considered as an expense recognized for 
fiscal purposes. This mechanism is available in practice only to legal entities. 
 
Below, we present some schemes to illustrate the procedure and essence of the mechanism for 
deducing the amount of donation from the taxable income. We also present the modality of 
calculating the deduction. 
 
Scheme 1a explains the structure of the policy with a donation that can be deduced from the 
taxable income. Scheme 1b shows the situation in the absence of a policy on deducing donations. 
 
Scheme 1a: Structure of policy with donation and facilitation 
 
Taxable income (income tax, 15%)  
        
                                                                                                   Amount of deduction < 10 % 
 
 
   
 
                                  Taxable income is integral income minus integral expenses 
 
 
 
Scheme 1b: Structure of policy without taxable income 

                                                   
12 Designation of taxes by taxpayers (up to 20%), contributions from the amount of the taxable income (up 
to 20%), deduction of donations from the taxable income of individuals and legal entities up to 10% 
(Article 36(1), Article 36(3) of the Fiscal Code) 
13 Article 36. Other deductions. (1) A resident taxpayer has the right to deduction of any donations made 
during the fiscal year for philanthropy or sponsorship, but not more than 10% of the taxable income. For 
this purpose, the taxpayer’s taxable income shall be determined without taking into consideration the 
exemptions granted by this chapter. 
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Taxable income (income tax, 15%)  
        
                                                                                                             Amount of donation < 10 % 
 
 
   
 
                                Taxable income is integral income minus integral expenses 
 
 
 
Scheme 1c: Structure of policy without taxable income 
 
Taxable income (income tax, 15%)  
        
                                                                                                             Amount of deduction < 0 % 
 
 
   
 
                               Taxable income is integral income minus integral expenses 
 
 
Table 1: Calculations for different situations with and without donation and its deduction 

      

1. with 
donation – 
deduced  

2. with 
donation 
without 

deduction 

3. without 
donation 

and 
deduction 

A. Annual taxable income, MDL  150.000 150.000 150.000 
B. Donation by deduction <10 of 
taxable income (A*0.05), MDL 10% 15.000 15.000 0 
C. Taxable income: A-B, MDL  135.000 150.000 150.000 
D. Paid income tax (after 
deduction of donation), MDL 15% 20.250 22.500 22.500 
         
E. Net income: C-D, MDL  114.750 112.500 127.500 
D. Excess ( "with" or "without" 
facilitation), MDL   90% 88%   

 
Decision no. 489 of 04 May 1998 explains in detail the confirmation of donation in cash and non-
cash form. This facilitation is available only to legal entities. According to the procedure,14 a 
beneficiary organization with the status of public benefit shall make a written application to the 
donor organization and present an invoice for payment. After the donation is received, the 
beneficiary organization shall issue an invoice to the donor organization, confirming the receipt 
of the donated amount. 
 

                                                   
14 “Contabilitatea si Audit” magazine, no. 1, 2011, Irina Yaharcenco, “Despre Completarea Declaraţiilor 
persoanelor juridice” /On filling in declarations by legal entities/ 
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Transactions shall be confirmed and reflected in the annex shown below, completed by the donor 
organization when presenting the annual report on income. 
 
 
 

 
Beneficiary organizations promptly receive the donated amounts on their accounts. The listed 
confirming documents and annual reports of the donor organization allow supervision of 
procedures and correctness of actions by fiscal bodies. 
 
Interdiction to use the entire income exclusively for statutory goals15 
 
Interdiction to distribute the income and profit among founders, to use the entire income for 
statutory goalsi is stipulated by the Fiscal Code. This interdiction is applied by the procedure of 
obtaining the status of public benefit and by supervision by fiscal bodies of reports submitted by 
non-commercial organizations. Supervision is conducted periodically. 
 
Auxiliary businesses and tax exemption for the income generated by auxiliary businesses 
 
The income from auxiliary businessesii, i.e. businesses that do not contribute directly to 
realization of statutory provisions, according to Article 53 of the Fiscal Code are subject to tax, 
except for some organizations, specified in articles 53-1, 53-2, 53-3: enterprises of societies of 
persons with visual and other disabilities, trade unions and employers’ organizations, and loans 
associations. This list does not include other non-commercial organizations that have the status of 
public benefit. 
 
- Policies for promotion of volunteering16  
 

                                                   
15 Article 52(2) of the Fiscal Code 
16 Law on volunteering, no. 121, 18 June 2010,  
http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=336054  
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Policies and programs for promotion of volunteering are not yet applied in Moldova. The Law on 
volunteering contains only intentions of programs and concrete policies. 
 
To encourage the accumulation of professional capacities: 

• Article 16(1), 16(5), taken into consideration as professional experience at the moment of 
employment, attestation and promotion, 

• Article 16(4), 16(7), annual programs on volunteering, providing for this purpose in 
annual budgets necessary financial resources in the amount of at least 1% of the 
institution’s budget for human resources, promotion of internships, 

• Article 16(3), 18(1) considered as internship in cases when its duration and field 
correspond to the profile and programs of educational institutions. 

 
To capitalize on the professional knowledge and skills: 

• Article 17(1), 20(1), integral income tax exemption and some local taxes. 
 
To encourage civic activism and recognition of volunteer contribution: 

• Article 16(2), 18(5), taken into consideration when submitting documents for enrollment 
into higher education institutions in cases of candidates with equal scores, when granting 
scholarships and student hostel accommodation, 

• Article 17(2), sanatorium rest vouchers, 
• Article 17(3), public transportation, museum, cinema, theatre tickets, rest camps 

vouchers. 
 
To encourage non-commercial organizations: 

• Article 20(2), organizations actively engaging volunteers shall benefit from preferences 
when procuring social services, 

• Article 20(3), obtaining the status of public benefit. 
 
 
 
- Evolution of non-commercial organizations and of organizations with the status of public 
benefit 
 
The register of the Ministry of Justice contains over 5,300 organizations. Also, it is known that 
there are organizations registered at the local level by the mayor’s offices of villages and cities; 
therefore, the number of registered organizations is bigger. According to some sources, there are 
up to 7,500 registered non-governmental organizations, including local organizations.  
 
Graph 3-1 Comparative evolution of registered associations and of associations with the status of 
public benefit17 

                                                   
17 Assessment of the Impact of Legislative Changes regarding Public Benefit on Non-governmental 
Organizations, Resource Center for Human Rights, CReDO, 2010 
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Inscriptions in the table (from top to bottom): 
Number of registered NGOs 
Number of NGOs with the status of public benefit  
 
The register of the Ministry of Justice contains a total of 670 organizations which at different 
times held the status of public benefit. About 40% of organizations who held the status of public 
benefit permanently claim it. The figures shown above provide only a general image and do not 
explain the situation, the reasons why the number of public benefit organizations is so small. 
Such explanation is necessary and it will be realized on the basis of additional investigations.   
 
Graph 3-2 Comparative evolution of registered organizations and of those with the status of 
public benefit, per year18   

 
Inscriptions in the graph (from top to bottom): 
Number of NGOs that received the status of public benefit, per year 
Number of NGOs registered, per year 
 

                                                   
18 Assessment of the Impact of Legislative Changes regarding Public Benefit on Non-governmental 
Organizations, Resource Center for Human Rights, CReDO, 2010 
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The presence of these stimuli can be a convincing argument for many organizations to decide on 
obtaining the status of public benefit. At the same time, without these stimuli, the growth of the 
number of organizations willing to obtain the status of public benefit will most likely remain at 
the current level. Therefore, we can speak about 300-350 organizations that already have or are 
planning to have the status of public benefit in the nearest future. 
 
- Perceived image of non-commercial organizations  
 
The analysis of perception of non-commercial organizations is an important factor for 
determining the degree of potential donors’ readiness to make donations. 
 
The sector’s image oscillates around 30%, showing lately a slight decrease, of several percent. At 
the same time, the image of the non-commercial sector is better than that of trade unions and 
political parties with about 10%. 
 
Graph 3-3. Image of and trust in the non-governmental sector19  
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Inscriptions in the graph: 
Title: Much and some trust, % 
Bottom from left to right: Parliament – Government – Mayor’s Office – Mass Media – NGOs – Political Parties – 
Church – Trade Unions 
 
The image of and trust in the non-commercial sector are less significant than the same for the 
local public authorities and mass media. 
 

3.2 Regulatory Instruments 
 
3.2.1 Political Parties 
 

                                                   
19 According to the data of the Public Opinion Barometer, www.ipp.md  
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The Law on political parties has established a certain practice of expenditure for the campaign 
from private donations and limited expenditure in case of funding from public money. There are 
no requirements or limitations for funding from other sources than those of the state, except for 
cases when it interdicts direct or indirect favors.  
 
Expenditure: Parties are interdicted to offer, directly or indirectly, favors to voters, such as 
financial, material or any other material supportiii, including: 1) presents, 2) money, 3) free 
material goods, 4) humanitarian aidiv and 5) in-kind contributionv. 
 
Funds allocated by the state shall be spent only onvi: 1) maintenance of offices, 2) staff expenses, 
3) promotional and informative materials, 4) trips, 5) telecommunications, 6) political activities, 
7) payment of membership fees in international organizations, 8) investment in securities, 9) 
expenses for electoral campaigns, 10) expenses for office supplies and protocolvii.  
 
Transparency and reporting: Transparency and external reporting during elections differ from 
what happens between elections. When there are no ongoing elections, requirements are broader 
and less drastic. During the electoral period, requirements become stricter, and the Central 
Electoral Commission (CEC) requests more detailed informationviii. At the same time, none of the 
types of reporting is fully integrated. Before 31 March parties must submit annual reports to the 
Ministry of Finance and to the Chamber of Accounts (in case of state funding)ix.  
 
During elections, parties become subject to significant public controlx – parties must open a 
separate bank account for transfers of direct or indirect contributions (money or other material 
resources) from individuals and legal entities. Parties shall report in detail (individual details) 
about the situation in this regardxi. In their turn, banks shall report to the Central Electoral 
Commission about any amounts transferred to the respective bank accounts within 24 hoursxii.  
 
Every two weeks the Broadcasting Coordinating Council (BCC) shall submit a report on 
monitoring the performance of mass media during electionsxiii. 
 
Fines and sanctions: Breach of financial legislation by parties shall be sanctionedxiv. Sanctions for 
breaching the procedure of funding parties shall depend on: a) whether the breach occurred 
during or outside electoral campaign and b) whether it is connected with public of private 
funding. Breaches regarding public funding are penalized by withdrawal of public financingxv. 
And the excess amounts from private donations shall be sanctioned and retained in the state 
budgetxvi.  
 
During elections, the CEC can request the Chamber of Accounts and the Fiscal Inspectorate to 
verify the income and correctness of expenditurexvii. The CEC can request the relevant state 
bodies to investigate whether political parties received or used illegal income. In case the offence 
is confirmed, the CEC shall request the Supreme Court of Justice to remove the political party 
from the electoral racexviii. During elections, the CEC can request a party’s removal from the 
electoral race if it used 1) money from abroadxix,xx and can issue a warning to the candidate or 
request their removal from the electoral race for intentional use of 2) undeclared financial 
resources or in-kind contributions, or an amount that exceeds the allowed threshold (more than 
5% of the threshold amount)xxi. 
 
3.4.2 Religious entities 
 
Religious entities benefit from the same treatment as non-commercial organizations. 
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3.4.3 Non-commercial organizations 
 
 
D d f 
 
 

3.3 Fiscal Instruments 
 
3.3.1 Political Parties  
 
Parties can generate their own income from various sources, and the legislation established 
certain limitations and specifications for the electoral period. As a rule, the parties’ income must 
come from: 

a) Membership fees and private donations (members, non-members and legal entities),  
b) Limited economic activity for campaign purpose, and 
c) Public funding.  

 
Private donations can be allocated during the entire year, similarly to financial resources granted 
by the state and managed by the CEC through monthly transfers. In this chapter we shall analyze 
also the limitations imposed on parties during electoral campaigns. 
 
Being nonprofit organizations, political parties’ income is exempt from taxxxii; however, parties 
are interdicted to redistribute the obtained income and goods to party members and leaders.xxiii  
 
a) Membership fees and private donations includexxiv: 1) membership fees, 2) donations (from 
members, non-members and legal entities), together with the funds collected during 
entertainment, cultural, sports and other events organized by the party. 
 
The amount of membership fees is established by political parties individually. 
 
Individuals can make annual donations that shall not exceed 500 average monthly salaries20 or 
about MDL 1.5 million (EUR 100 thousand), and legal entities cannot exceed 1,000 average 
monthly salariesxxv or about MDL 3 million (EUR 200 thousand). Every donation exceeding 
MDL 100 thousand (EUR 6,000) shall be verified by the Fiscal Inspectorate. Parties have the 
right to own property and other goodsxxvi, and the CEC can request the Chamber of Accounts to 
verify the correctness of expenditurexxvii. Parties must necessarily have a register of donorsxxviii. 
 
It is not allowed to receive private donations from the following sources:1) foreign citizensxxix, 2) 
other governments, 3) legal entities with foreign capitalxxx, 4) anonymous personsxxxi, 5) state-
owned institutions or institutions with state capital, 6) non-commercial organizations, 7) trade 
unions, 8) religious organizations, 9) Moldovan citizens residing abroad, 10) third partiesxxxii, 11) 
during elections it is forbidden to receive financing from persons under 18 years oldxxxiii and from 
charities.  
 
b) The limited economic activity of parties (for campaign purposes) refers toxxxiv: 1) editorial 
activities, 2) activities resulting from the administration of the party’s property, and 3) other 
economic activity provided by the party’s charter.  

                                                   
20 The average monthly salary is about MDL 3,000  
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Income allowed from private donors for parties in elections is regularized by the Law on political 
parties, and for every party it must be within the limits of an annual amount that does not exceed 
0.1% of the state budgetxxxv,21. The CEC adopts this decision for every further 
electionsxxxvi,xxxvii,xxxviii,xxxix. For the parliamentary elections of 28 November 2010 the established 
amount was MDL 21.7 million, which was double compared with the previous parliamentary 
elections (during previous elections the amount was MDL 12 million less).   
 
When calculating expenditure, the law sets a higher threshold compared with the one set by the 
CEC for partiesxl, xli, xlii, xliii. An exception occurred in 2010, as it can be seen in the diagram 
below, when the CEC set a threshold of expenditure for parties that amounted to MDL 
21,664,445xliv, while 0,1% of the state budget for 2010 was only MDL 19,798,248. No one could 
explain this discrepancy and de facto deviation from the Law on political parties. 
 
Diagram 3-2-1 Income allowed from private donors for parties in elections in 2009-10 
 

 
 
Inscriptions in the diagram: 
Title: Threshold income for parties in elections, MDL 
In the graph from top to bottom: – Threshold set by the law; 

– Expenditure threshold for parties set by the CEC;  
– Expenditure threshold for independent candidates set by the CEC 

In the bottom from left to right: – Parliamentary elections of 25 February 2001; –Parliamentary elections of 06 March 
2005; – Local elections of 07 July 2007; – Parliamentary elections of 05 April 2009; – Parliamentary elections of 29 
July 2009; – Referendum of 05 October 2010; – Local elections of 28 November 2010 
 
In the case of elections of 28 November 2010, the CEC explained that it set spending of EUR 0.5 
(and EUR 0.05 by independent candidates) for every registered voter, taking the number of 
2,662,052 voters. Such methodological explanations were not provided previouslyxlv. 
 
The diagram below illustrates the evolution of income during the last two years. The diagram 
shows the evolution of the income obtained by each party during 2009-10. One can see that the 
Party of Communists of the Republic of Moldova (PCRM), the Our Moldova Alliance (AMN) 
and the Christian Democratic People’s Party (PPCD) had a decrease, while the Liberal 
Democratic Party (PLDM) and the Democratic Party (PDM) generated more income. 
                                                   
21 According to the Law on state budget (the state budget does not include: 1) the budgets of the local public 
authorities, 2) the budgets of social and 3) medical insurance) 
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Diagram 3-2-2 Income declared by parties for elections of 2009-10 22 (major competitors)  

 
Inscriptions in the diagram: 
Title: Income declared by parties for electoral periods in 2009-10, MDL 
In the graph: PD – Democratic Party of Moldova; PL – Liberal Party; PPCD –Christian Democratic People’s Party; 
MAE – European Action Movement; AMN – Our Moldova Alliance; PCRM – Party of Communists of the Republic of 
Moldova; PLDM – Liberal Democratic Party of Moldova; PUM – Humanist Party of Moldova 
In the bottom from left to right: – Parliamentary elections of 05 April 2009; – Parliamentary elections of 29 July 2009; 
– Parliamentary elections of 28 November 2010 
 
Overall expenditure for electoral campaign saw an increase during 2009-10. The increase is 
essential. It reached the amount of MDL 42 million during the campaign for 28 November 2010, 
compared with MDL 16 million spent for the elections of 29 July 2009. 
 
The study on the number of donors for each political party reveals a decreasing trend. For the 
parliamentary elections of 28 November 2010 the major parties had 815 donors, while for the 
elections of 29 July 2009 there were 830 donors, and for the parliamentary elections of 05 April 
2009 – 750 donors.  
 
Diagram 3-2-4 Number of donors per party: 2009-10 
 

                                                   
22 Only the selected parties are represented 
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Inscriptions in the diagram: 
Title: Number of donors per party in 2009-10 
In the graph from top to bottom:  
PCRM – Party of Communists of the Republic of Moldova; PLDM – Liberal Democratic Party of Moldova; PDM – 
Democratic Party of Moldova; PL – Liberal Party; AMN – Our Moldova Alliance; PUM – Humanist Party of Moldova; 
PSD – Social Democratic Party; MAE – European Action Movement; PPNT – Party for the Nation and the Country; 
PPCD – Christian Democratic People’s Party; PNL – National Liberal Party  
In the bottom from left to right: – Parliamentary elections of 05 April 2009; – Parliamentary elections of 29 July 2009; 
– Parliamentary elections of 28 November 2010 
 
Average, substantial and major donations for the elections of 28 November 2010 that exceeded 
MDL 10 thousand made 90% of the total amount of donations. The diagram below shows the 
division per party and the existing trends. 
 
Diagram 3-2-5 Amount of major donations (major competitors) 

 
Inscriptions in the diagram: 
Title: Amount of donations v. declared income, MDL 
In the graph: ‘lei’ stands for ‘MDL’; ‘peste 500000 lei’ – ‘over MDL 500,000’  
In the bottom from left to right: PNL – National Liberal Party; PD – Democratic Party of Moldova; PL – Liberal Party; 
PPCD – Christian Democratic People’s Party; MAE – European Action Movement; PPNT – Party for the Nation and 
the Country; AMN – Our Moldova Alliance; PUM – Humanist Party of Moldova; PCRM – Party of Communists of the 
Republic of Moldova; PLDM – Liberal Democratic Party of Moldova; PSD – Social Democratic Party 
 
There are very few donors that grant enormous amounts of money, with the exception of the 
PPCD, where small and average contributions make over 50% of the party’s income. The 
amounts of average and median donations also increased in the reported period. Overall, the 
amounts of average donations increased from MDL 7 thousand to over MDL 50 thousand (7 
times more over a single year!). 
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The diagrams below display the amounts of average and median donations for the latest 
parliamentary elections – according to the first diagram, the amount of average donations for each 
party continued to grow, except for the PDM (considering that the number of donors for the 
elections of 28 November 2010 was greater). For AMN it increased from MDL 27 thousand to 
MDL 70 thousand, for the PCRM the increase was from MDL 3.5 thousand to MDL 60 thousand, 
and for the PL the figure grew from MDL 18 thousand to MDL 85 thousand. The amount of 
average donations for the PLDM remained the same – MDL 65 thousand, considering the 
reciprocal compensation of increased donations and the number of donors. Average contributions 
to other parties varied from MDL 8 thousand (PPCD – average contributions and average number 
of donations, PNL – small number of donors and small income) and MDL 120 thousand (PUM).  
 
 
3.3.2 Religious Entities 
 
 
Fdvv23 

Article 15 State and religious cults 
(1) Religious cults are autonomous, separated from the state, with equal rights before the law 

and public authorities. The discrimination of any religious cult is punishable according to the 
laws in force.  

(2) The state does not intervene into the religious activity of cults. 
(3) The economic and financial activity of religious cults is under state control. Component 

parts of religious cults and institutions and businesses established by them are subject to the fiscal 
legislation. 
 

Article 30 Taxable income 
The income from the production and publishing activity of religious cults is taxable in the 

manner established by the fiscal legislation. 
 
Article 31 Charity and sponsorship 
The charity and sponsorship performed by religious cults and their component parts are 

regulated by the Law on charity and sponsorship and by the fiscal legislation. 
 
Article 41 Financial resources of religious cults and of their component parts 
The financial resources of religious cults and of their component parts are formed from 

voluntary contributions, financial or otherwise, made by followers and organizations, from the 
income generated by religious activity, from selling items for religious worship, from 
entrepreneurial activity, from inheritance, from donations of individuals and legal entities 
residing in the Republic of Moldova and abroad, and from other sources not prohibited by law. 

 
Article 42 Lands of religious cults 
Religious cults and their component parts can have lands in ownership or usage according to 

the legislation in force.   
 
Article 43 Tax concessions     
(1) The state promotes a preferential fiscal policy regarding religious cults. 

                                                   
23 http://lex.justice.md/viewdoc.php?action=view&view=doc&id=324889&lang=1  
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(2) The component parts of religious cults that own religious buildings and the lands upon 
which the latter are built, are exempt from tax on real property and on land according to the Fiscal 
Code.  

(3) In relations with religious cults the public authorities shall not favor any of them. 
 
 
 
3.2.3 Non-commercial Organizations 
 
The Fiscal Code (FC) contains an express norm, according to which the entire generated income 
of a non-governmental organization shall be used to attain its goals, and not used for the benefit 
of a member or founder or to support a political party (Article 52(2))xlvi. This provision covers 
most of the notion of public benefit. 
 
The current variant of the Fiscal Code provides for tax exemption in the meaning that the final 
income or profit after deduction of expenses from income is not taxable. This provision covers 
nonprofit organizationsxlvii:  

1. Enterprises of societies of persons with visual, hearing and other disabilities (Article 53-
1)xlviii,  

2. Savings and loans associations (art.53-2)xlix,  
3. Trade unions (Article53-3)l,  
4. Organizations with the status of public benefit.li  

 
The existing tax concessions include: 

- Deduction of donations from resident taxpayers (legal entities), by which they can deduct 
through donations up to 10% of the taxable income (Article 36(1))lii,  

- Performance of auxiliary businesses by public benefit organizationsliii.  
 
The efficiency of these methods shall be discussed separately, but the results of their 
implementation have not produced desired effects of diversifying incomes and strengthening the 
civil society. 
 
The currently existing tax concessions fail to achieve the main objective of strengthening the civil 
society or diversifying civil society funds and incomes. The mechanisms of stimulating public 
benefit organizations require additions, specifically: 

1. Increasing the efficiency and accessibility of the mechanism of deduction of donations, 
2. Adopting fiscal mechanisms of tax designation (designation of a certain percent of the 

payable taxes to a public benefit organization), 
3. Exemption from income tax in cases when the generated income does not reach a 

percentage of the budget of auxiliary business activities, 
4. Mechanisms of contracting and granting subventions on the basis of eligibility criteria for 

social services,  
5. Optimum lease conditions for public benefit organizations, 
6. Adoption of accounting standards for non-commercial organizations (specific to the 

sector – goal: responsibility for expenses). 
 
- Exemptions from the VAT for various types of organizations, including non-commercial 
organizations 
 
Exemption from VAT in case of incomes less than MDL 600,000liv 
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Non-commercial organizations are exempt from the VAT if their annual incomes do not exceed 
MDL 600,000. 
 
Exemption from the VAT within bilateral agreements 
 
International agreements on application of VAT zero rate for delivery of goods, services on the 
territory of the country and on granting tax and customs benefits for ongoing projects of technical 
and investment assistance are applied to a list of technical assistance projects24.  
 

3.4 Treasury Instruments 
 
3.4.1 Political Parties  
 
State funding is postponed until 2011 (local general elections)lv and 2013 (parliamentary 
elections). 
 
c) State funding includes forms oflvi:  

1) Subventions from the state budget, according to the Law on the state budgetlvii, including 
during elections,  

2) Loans from the state budget (reimbursable depending on the votes obtained)lviii 25,   
3) Free transportation, discharge from public service and access without discrimination to 

technical and financial support from the statelix, and 
4) Indirect funding of political advertising composed of a total of 5 minutes on TV and 10 

minutes on the radio, and 2 minutes daily on the public radio and TV broadcaster.  
 
The state pledges to support the development of political parties and their independence,lx which 
is subject to the non-discrimination rulelxi. 
 
The provisions of the Law on state budget regarding political parties, which currently do not 
function, stipulate up to 0.2% of state funding only to parliamentary political parties. According 
to the Law, political parties that enter the Parliament shall receive annually from 0.1% of the state 
budget, proportionally to the percentage of seats in the legislative. Also, parties shall receive from 
0.1% of the state budget26, lxii proportionally to the percentage of mandates obtained in the second 
level local general elections, provided that they received more than 50 mandates. The CEC shall 
transfer money to parties on a monthly basislxiii.  
 
Below we present the simulation of a possible funding from the state budget on the basis of 
parliamentary and local general elections, if the legal norms regarding political parties had been 
adopted in November 2007. The hypothetical income from state funding based on the results in 

                                                   
24 Government Decision on the modality of application of VAT zero rate for delivery of goods, services 
performed on the territory of the country and on granting tax and customs benefits for ongoing projects of 
technical and investment assistance that are subject to international treaties to which the Republic of 
Moldova is part no. 246 of 08 April 2010 
25 For the elections of 05 April 2009 the CEC established a loan threshold of MDL 32 thousand for parties, 
and for 29 July 2009 – MDL 25 thousand. 
26 In case of local general elections the redistribution percentage is not applied, and in case of parliamentary 
elections it is applied. 
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parliamentary and local elections is almost equal, because, as a rule, parties obtain similar results 
in both types of elections. 
 
Graph 3-3-1 Possible (hypothetical) income from state funding in 2009-1127 (main 
competitors)  
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The graph shows that state funding is a substantial income for the parties’ budgets and is 
comparable to, and in some cases even exceeds, the current income from private contributions 
declared by parties. Indeed, if we compared this graph with the previous one, without changing 
the rules, possible funding from the state for the PCRM would make about MDL 19 million, 
which is 4 times more than the declared income from private contributions. For the PLDM and 
the PDM state funding could be about 2 times less than the declared current income from private 
donations. The PL and the AMN would receive about the same amounts from the state as their 
declared current income from private donations.  
 
The breach of rules on the use of state funding is sanctioned with prohibition to use it if: a) the 
party’s activity is suspended, b) it lost legal personality, c) it violates the standards of accounting 
for the state aid, d) the party is in the process of liquidationlxiv. Another sanction is stopping state 
funding for the parties that exceeded the established financial threshold. The Court of Appeal 
could order for refunding the amounts allocated by the state if it is proved that they were not used 
properlylxv, lxvi. 
 
3.3.2 Religious Entities 
 
According to Article 15 of the Law on religious cults28, religious entities can receive direct or 
indirect subventions and cooperation, including with a financial aspect. 
 

                                                   
27 Only selected parties are represented 
28 Law on cults. Article 15. State and religious cults 
(1) Religious cults are autonomous, separated from the state, with equal rights before the law and public 
authorities. The discrimination of any religious cult is punishable according to the laws in force.  
(2) The state does not intervene into the religious activity of cults. 
(3) The economic and financial activity of religious cults is under state control. Component parts of 
religious cults and institutions and businesses established by them are subject to the fiscal legislation. 
(4) The state and its institutions can maintain relations of cooperation with any religious cult, and can 
conclude, if necessary, agreements or conventions of cooperation with any religious cult or its component 
parts. 
http://lex.justice.md/viewdoc.php?action=view&view=doc&id=324889&lang=1  
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In practice there are no data about such cooperation. 
 
 
3.4.3 Non-commercial Organizations 
 
The practice of contracting social services has the following arrangements: Funding directly 
through state budget, and Funding from the budgets of authorities. 
 
Arrangements of funding from the state budget traditionally applied in Moldova. For example, all 
residential care institutions are funded directly from the state budget, as part of ministerial sector 
budgets. The responsibility of social and educational services providers belongs to the Ministry of 
Social Protection, Family and Child (a number of residential care providers for the elderly and the 
disabled), the Ministry of Health (a number of residential hospitals), the Ministry of Education 
and Youth (a number of residential educational settings). The Ministry of Finance together with 
the corresponding ministries establish normative expenditure for the cost of beneficiary in 
residential care and based on a projected number of persons in residential care provide resources 
in the budget of every institution, and the budget for each category of institution is provided in the 
state budget. The corresponding ministries adopt regulations for the operation of respective 
institutions; perform control and management of institutions. The budgets for institutions come 
administratively from the corresponding ministry every term; financial reports are produced 
similarly for all ministries. 
 
The funding for so-called alternative services from the state budget has the following model. A 
Government Decision29 provided for the transfer of the following three centers into the 
subordination of the Ministry of Social Protection, Family and Child: “Speranta” Criuleni (43 of 
40, plus daycare center since 2008 with 25 children more); “Plamcie”, Taraclia (45 of 60); 
“Azimut”, Soroca (24 of 25). 
 
Resources for these institutions’ budgets were drawn directly from the state budget and from the 
Ministry of Social Protection, Family and Child, as an arrangement based on the political will and 
specific agreements between decision-makers. These three social services providers appeared 
from within the program of the Social Investment Fund on establishing alternative and 
community services and played an important role in the process30. The source of funding is the 
state budget from general taxes; it does not draw from the contributions to the insurance scheme. 
 
The financial arrangements of the operation of central authorities have a direct impact on the 
central authorities’ approach to social expenses. The current approach is based on performance 
programs, where all social expenses are provided from the state budget (without including 
expenses based on insurance and local resources) and are organized according to objectives, 
performance indices and budgets. The current social expenses of the state are organized in 3 
programs31:  
- Elaboration of policies and management in the field of social protection, 

                                                   
29 Government Decision no. 181 of 17 February 2006 “on transferring some childcare centers” from the 
subordination of the Soroca Raion Council, Criuleni and Taraclia Town Councils 
30 Social Investment Fund (FISM) program in Moldova in its 2nd stage provided for the creation of the 
social and community services. It is funded from external donations and partially matched by local state 
funds. One of the criteria for the continuation of external funding is the gradual takeover of the funding of 
the social services by state authorities. Therefore, the decision to  
31 State Budget Project for the year 2008, September 2007, pp.369-374 
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- Organization of recreation for children and medical and social protection for the children 
in state care (including support for the children with mental disabilities), 
- Organization of medical and social support for the elderly, persons with physical and 
mental disabilities, and trafficked persons. 
 
The performance indices mentioned in the state budget reflect the methodology used for 
calculating the social expenses of the state. The graph below shows that the number of 
beneficiaries of social assistance will not change in the following years up to 2010. The current 
number of 64 indicates that the 3 existing centers already operate. Another conclusion is that 
residential care exceeds the places in community centers and it is planned to remain the same.  
 
Graph 3.1 Dynamic of performance indices  

 
 
The second provision for funding social services is based on the capacity of local authorities to 
fund the creation and supply of social services32.  
 
The capacity of local authorities to fund opposes the development of social services, which 
largely depend on a high degree of fiscal and financial decentralization of local authorities. 
Moldova is probably among the most centralized countries in the eastern region. Therefore, it 
creates unfavorable conditions for stimulating the capacities of local authorities to develop social 
services. In this regard, dependence on financial resources provided for local authorities is critical 
for the development of social services and social services for children with disabilities. 
 
Indeed, as the graphs below demonstrate, only half of the local budgets come from local 
authorities. Even more, raion local authorities are in a much better situation than community local 
authorities. Over 50% of the local authorities’ budgets originate from transfers from central 
authorities, which follow the so-called procedure of balancing local budgets. 
 
Graphs 3.2, 3.3  

                                                   
32 State Budget Project for the year 2008, September 2007, pp.459-470 
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Inscriptions in the top graph: 
Title: Income sources for local authorities, thousand MDL 
Below the graph, from top to bottom: 
5. Total basic income (except local taxes) 
13. Local taxes 
19. Special means 
7. Transfers support fund from the state budget 

Inscriptions in the bottom graph: 
Title: Categories of social expenses from local budgets 
Below the graph, from top to bottom: 
27. Social assistance: institutions 
28. Social assistance: section of social assistance 
29. Social assistance: compensation for transportation for 
the disabled 
30. Social assistance: Republican Fund for Social Support 
of Population 
31. Social assistance: disbursements adopted children 

 
From the local budgets, expenses on education make more than 65%, while expenses on social 
protection are less than 10%, as shown in Graph 5.4. Graph 5.3 also shows that from the expenses 
of the social budget, 45% are the costs for support of social services, and the rest is for 
administrative costs and managed local authorities and predetermined by financial programs of 
the central authorities. 
 
Graphs 3.4, 3.5 
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Inscriptions in the top graph: 
Title: Types of local authorities’ expenses, thousand MDL 
Right of the graph, from top to bottom: 
3. General expenses 
4. National defense 
5. Public order 
6. Education 
7. Culture, sport 
8. Health 
9. Social assistance 
11. Agriculture 
12. Architecture 
13. Transportation, roads 
14. Utilities 
15. Economic activity 
16. Other 

Inscriptions in the bottom graph: 
Title: Types of local authorities’ expenses, thousand MDL 
(without education) 
Right of the graph, from top to bottom: 
3. General expenses 
4. National defense 
5. Public order 
7. Culture, sport 
8. Health 
9. Social assistance 
11. Agriculture 
12. Architecture 
13. Transportation, roads 
14. Utilities 
15. Economic activity 
16. Other 

 
For some local authorities the situation is better. For example, the local authorities in Balti and 
Cahul have a much better financial capacity than in Orhei, according to Graphs 5.6, 5.7. In the 
latter case, the rate of contribution from central authorities is much higher, so local authorities 
have less responsibility to update programs for social services. 
 
A more detailed discussion of specific programs is presented in Graphs 3.8 and 3.9, 
where such social services as community centers are the least priority in funding local 
budgets, less than 10%. Overall, funding for children and persons with disabilities 
through services could be even less than MDL 15-18 million. The number of served 
persons is maximum 10% of the current needs. 
 
Graphs 3.8, 3.9 
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Inscriptions in the top graph: 
Title: Local budget social programs, thousand MDL 
Right of the graph, from top to bottom: 
- At-home social care service 
- Specialized service of social assistance 
- Orthopedics and prosthetics service 
- Asylums for the elderly and the disabled, institutions for 
the homeless 
- Rehabilitation centers for the elderly and the disabled 
- Daycare social assistance centers for children 
- Placement social assistance centers for children 
- Republican Fund for the Social Support of the 
Population (FRSSP), thousand 
- Disbursements for adopted children and children left 
without parental care 
- Psychosocial centers for rehabilitation of family 
violence victims 
- Psychosocial centers for rehabilitation of human 
trafficking victims 
- Other institutions of social assistance 
- Gasoline compensation for the disabled 
- Other expenses 

Inscriptions in the bottom graph: 
Title: Beneficiaries per programs 
Right of the graph, from top to bottom: 
- At-home social care service 
- Specialized service of social assistance 
- Orthopedics and prosthetics service 
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the homeless 
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Another critical factor of funding from local budgets is the vulnerability of local funding. Without 
a clear framework of policies on provision of social services, local authorities will always choose 
to change the destination of expenses. It also seems to reflect the ability of central authorities to 
discreetly negotiate allocations to support local budgets. 
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In the light of the presented information and of the existing fiscal system, funding for social 
services and services for persons with disabilities from local budgets seems unlikely. 
 

3.5 Comparative Analysis 
 
Table 
 Political parties Religious entities Non-commercial 

organizations 
Comments  

Fiscal instruments 
 

Exist and are 
developed 

Exist and are 
developed 

Exist  

Treasury 
instruments 

Exist, and there are 
substantial 
perspectives for 
development 

Exist de facto 
through direct and 
indirect 
subventions 

Exist in a small 
degree, unclear 
perspectives 

 

Regulating 
instruments 

Exist, but are 
relaxing; better 
supervision during 
elections 

Exist, but are very 
relaxing 

Exist and are strict; 
supervision 

 

     
 
 
Partial conclusion: The non-commercial sector is the most disadvantaged compared 
with other sectors. 
 
 
 
 



Resource Center for Human Rights (CReDO), www.CReDO.md  

Financial consolidation of civil society by introducing the mechanism of designation of a tax percentage to non-commercial 
organizations of public benefit 

 27

 

4. International Experience  
 

4.1 International Standards  
 
The possibility for civil society organizations (CSOs) to raise funds – in cash or in kind – 
is an essential right. As CSOs are by their very nature non-profit making, such contributions are 
a vital source of funding for their activities. In addition to obtaining funding from financial 
contributions, CSOs with legal personality must also be able to carry out economic activities, 
with the profits being used to finance their objectives, without being obliged to obtain special 
authorization and subject to the regulatory conditions applicable to the activities in question 
(Fundamental Principle No. 1333). 
 
Eligibility for public assistance, including tax concessions, must be set out on the basis of 
clear and objective criteria, such as the CSO’s public interest function, and must be 
transparent. It is entirely appropriate for an NGO to use its funds for paying its staff and 
reimbursing staff and volunteers for the costs incurred while acting on its behalf, even 
where the funds used were obtained by means of public assistance. 
 
CSOs that received public assistance or were granted tax concessions may be asked to 
give account for the use made thereof. However, this need for transparency must be 
counterbalanced by obligations relating to the respect of privacy and confidentiality. Any 
exception to these obligations must uphold the principles of necessity and proportionality. 
 
International standards and best practices 
OF THE COPENHAGEN MEETING OF THE CONFERENCE ON THE HUMAN 
DIMENSION OF CSCE, Copenhagen, 29 June 1990 
(...) III 
(26) The participating States recognize that vigorous democracy depends on the existence 
as an integral part of national life of democratic values and practices as well as an 
extensive range of democratic institutions. They will therefore encourage, facilitate and, 
where appropriate, support practical co-operative endeavors and the sharing of 
information, ideas and expertise among themselves and by direct contacts and co-
operation between individuals, groups and organizations in areas including the following: 
— Developing other forms of free associations and public interest groups. 
 
In a number of countries there is a trend towards increased public assistance to NGOs, 
particularly through contracts for the provision of community services (Croatia, Czech 
Republic, Estonia, Hungary and Montenegro). In the Czech Republic, 85% of NGOs are 
financed from domestic sources, with government funding playing a predominant role. In 
Croatia, the government has decided to allocate 50% of lottery-derived funds 
                                                   
33 Fundamental principles on the status of non-governmental organizations in Europe, Strasbourg, 13 
November 2002, http://www.coe.int/t/e/legal_affairs/legal_co-
operation/Civil_society/Basic_texts/Fundamental%20Principles%20E.asp. 
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(approximately USD 20 million) to developing the NGO sector, by setting up a National 
Foundation for the Development of Civil Society, tasked with monitoring these funds.   
 
As a general rule, member states offer tax exemptions as a means of financial assistance 
to NGOs. In many countries, associations recognized as working in the public or 
community interest can be entitled to significant tax advantages, particularly as regards 
tax other than VAT or on profits (Austria, the Czech Republic, Denmark, Finland, 
Hungary, Italy, Latvia, Portugal, Spain, Switzerland, and United Kingdom). Hungary has 
a tax system which is advantageous to public service associations, exempting them from 
local taxes, property tax and VAT. 
 
Some countries opt for systems to fund associations from taxes. Hungary, Lithuania, 
Poland and Slovakia have introduced systems that allow taxpayers to assign a percentage 
of their annual tax (1-2%) to CSOs. However, the impact of this system on the financial 
viability of NGOs is variable. Nonprofit organizations have the right to carry out 
economic activities, with often significant tax repercussions, provided that it is not their 
main activity. The economic activity of NGOs can be totally or partially exempt from tax 
(Lithuania, Malta Romania), or be liable to tax in the same way as companies (Norway, 
Serbia). In the EU countries the VAT adjustment directive provides for tax concessions 
for the non-profit-making part of the associations’ activity. This directive, which enables 
companies with a certain turnover to be exempt from VAT, is interpreted in a variety of 
ways with regard to associations in the different countries. Tax exemptions apply to 
public service activities (Portugal), those of a social nature (Belgium, Germany), and a 
cultural or sports-related nature (Denmark, Spain). 
 

4.2 The Experience of Countries with Consolidated Democracies34 
 
The possibility for NGOs to raise funds – in cash or in kind – is part of the Fundamental 
Principles.35 As NGOs are by their very nature non-profit making, such contributions are a vital 
source of funding for their activities. However, it is perfectly legitimate for a state to regulate the 
way in which such funds are collected in order to protect the public being specifically targeted. 
 
Donors may be natural or legal persons (such as companies or institutions) and may be national or 
foreign. The rules applying to foreign and national funding should, in principle, be the same, 
particularly with regard to the use to be made of the funds and reporting requirements. 
 
In addition to obtaining funding from financial contributions, NGOs with legal personality must 
also be able to carry out economic activities, with the profits being used to finance their 

                                                   
34 Ministers’ Deputies CM Documents  CM/Monitor(2005)1 Volume II final revised 11 October 2005, 
https://wcd.coe.int/wcd/ViewDoc.jsp?Ref=CM/Monitor(2005)1&Language=lanEnglish&Ver=vol2finalrev
&Site=COE&BackColorInternet=DBDCF2&BackColorIntranet=FDC864&BackColorLogged=FDC864#P
9_129#P9_129  
35 
https://wcd.coe.int/wcd/ViewDoc.jsp?Ref=CM/Monitor(2005)1&Language=lanEnglish&Ver=vol2finalrev&
Site=COE&BackColorInternet=DBDCF2&BackColorIntranet=FDC864&BackColorLogged=FDC864#P671_113
404#P671_113404  
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objectives, without being obliged to obtain special authorization and subject to the regulatory 
conditions applicable to the activities in question (Fundamental Principle No. 13). 
 
Eligibility for public assistance, including tax concessions, must be set out on the basis of 
clear and objective criteria, such as the NGO’s public interest function, and must be 
transparent. It is entirely appropriate for an NGO to use its funds for paying its staff and 
reimbursing staff and volunteers for the costs incurred while acting on its behalf, even 
where the funds used were obtained by means of public assistance. 
 
NGOs having received public assistance or granted tax concessions may be asked to give 
account for the use made thereof. However, this need for transparency must be 
counterbalanced by obligations relating to the respect of privacy and confidentiality. Any 
exception to these obligations must uphold the principles of necessity and 
proportionality.36  
 
In practice, the following sources of funding are generally authorized in member states: (a) public 
funding, mainly grants from central or local government; (b) private funding, mainly subscription 
fees and resources from commercial activities, and (c) donations. 
 
a. Public funding  
 
In a number of countries there is a trend towards increased public assistance to NGOs, 
particularly through contracts for the provision of community services (Croatia, Czech Republic, 
Estonia, Hungary and Montenegro37). In the Czech Republic, 85% of NGOs are financed from 
domestic sources, with government funding playing a predominant role. In Croatia, the 
government has decided to allocate 50% of lottery-derived funds (approximately USD 20 million) 
to developing the NGO sector, by setting up a National Foundation for the Development of Civil 
Society, tasked with monitoring these funds. In Moldova, the Ministry of the Environment, 
Construction and Regional Planning has forged good working relations with NGOs by awarding 
to them projects in the field of environmental protection. In Bulgaria, public financial support for 
NGOs is still the exception to the rule38. 
 
As a general rule, member states offer tax exemptions as a means of financial assistance to 
NGOs. In many countries, associations recognized as working in the public or community interest 
can be entitled to significant tax advantages, particularly as regards tax other than VAT or on 
profits (Austria, the Czech Republic, Denmark, Finland, Hungary, Italy, Latvia, Portugal, Spain, 

                                                   
36 
https://wcd.coe.int/wcd/ViewDoc.jsp?Ref=CM/Monitor(2005)1&Language=lanEnglish&Ver=vol2finalrev&
Site=COE&BackColorInternet=DBDCF2&BackColorIntranet=FDC864&BackColorLogged=FDC864#P680_115
194#P680_115194  
37 
https://wcd.coe.int/wcd/ViewDoc.jsp?Ref=CM/Monitor(2005)1&Language=lanEnglish&Ver=vol2finalrev&
Site=COE&BackColorInternet=DBDCF2&BackColorIntranet=FDC864&BackColorLogged=FDC864#P687_115
756#P687_115756  
38 
https://wcd.coe.int/wcd/ViewDoc.jsp?Ref=CM/Monitor(2005)1&Language=lanEnglish&Ver=vol2finalrev&
Site=COE&BackColorInternet=DBDCF2&BackColorIntranet=FDC864&BackColorLogged=FDC864#P688_116
464#P688_116464  
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Switzerland, and United Kingdom). Hungary has a tax system which is advantageous to public 
service associations, exempting them from local taxes, property tax and VAT. 
 
Legislation in the Russian Federation makes provision for exoneration of income tax for certain 
types of NGOs and donors. The law amending the Tax Code, adopted by Duma on 12.05.2005, 
increases the number of fields in which the grants, national and foreign, can be exempted from 
income tax, notably, adding the human rights protection field. At the same time, the law provides 
that the government will establish a list of organizations whose grants can benefit from such 
exemptions without stipulating the criteria of eligibility. In Azerbaijan, although NGOs are given 
certain tax exemptions (in particular VAT), under the 2003 law on donations, they have to pay 
heavy social contributions: NGOs which receive donations must pay 27% of their staff salaries to 
the Social Insurance Fund. In Estonia, Bulgaria and Hungary foundations are exempt from tax, 
including public interest foundations. 
 
Certain countries increasingly opt for systems to fund associations from taxes. Hungary, 
Lithuania, Poland and Slovakia have introduced systems whereby tax-payers can assign a 
percentage of their annual tax (1-2%) to NGOs. However, the impact of this system on the 
financial viability of NGOs is variable. 
 
b. Private funding 
 
Membership fees, which underpin the concept of associations, are authorized in all countries. The 
subscription amount, laid down in their statutes, is generally modest and has a symbolic value. 
The scope of this source of funding is rather limited and in itself is not sufficient to enable the 
NGO to operate. However, in some countries, the role of membership fees in the funding of 
NGOs is increasing (for example in Romania). 
 
In the majority of member states, non-profit-making organizations are authorized to carry out an 
economic activity, which often entails significant tax repercussions, providing that this is not its 
main activity. The NGOs’ economic activity may be totally or partially exempt from tax 
(Lithuania, Malta, Romania) or be liable to tax in the same way as companies (Norway, Serbia, 
“the former Yugoslav Republic of Macedonia”). In the EU countries, the VAT adjustment 
directive provides for exemptions on the non-profit-making part of the activities of associations. 
This directive, which enables firms with a given turnover to be exempt from VAT, is interpreted 
in a variety of ways with regard to associations in the different countries. Exemptions apply to 
public service activities (Portugal), those of a social nature (Belgium, Denmark, Germany), and a 
cultural or sports-related nature (Denmark, Spain). 
 
Some countries (Denmark, France, Germany, Ireland, the Netherlands, Spain and the United 
Kingdom) opt to consider associations as commercial companies liable for corporate tax if they 
are engaged in competitive economic activities, even if their aim is not to make a profit. 
However, frequently these same countries also provide for tax exonerations if the associations 
fulfill a public service, community service or charitable objective, and particularly if they do not 
undertake any industrial or commercial activity. In France, an association engaged in commercial 
activities can be exempted from taxes on legal persons if its activity has a certain social utility. In 
some countries (Croatia, Luxembourg, Ukraine) there are restrictions on commercial or business 
activities by NGOs. In Lithuania, a new Law on Associations, adopted in 2004, no longer 
prohibits associations to engage in commercial activities. 
 
c. Donations 
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Donations and bequests from individuals or companies, both national and foreign, are generally 
authorized. In many countries, there are no restrictions placed on this source of funding 
(Bulgaria, Croatia, Hungary, Norway, Romania, Serbia, Sweden, Switzerland). Some of them do 
stipulate that the source must not be illegal (Serbia, Switzerland). 
 
Foreign donations continue to play a major role in the financial support given to NGOs in many 
countries in Central and Eastern Europe (Albania, Armenia, Azerbaijan, Bulgaria, Georgia, 
Russian Federation, Serbia and Montenegro, “the former Yugoslav Republic of Macedonia”, 
Ukraine). Legislations vary considerably. In Bosnia and Herzegovina, Croatia, the Czech 
Republic and Hungary both foreign and national donations are tax-free. In Azerbaijan the 
amendments to the law on donations which came into force in 2003 require prior registration of 
foreign donations which are then exempt from taxation, but there are heavy social contributions. 
Also, the Azerbaijani legislation prohibits election observation to those national NGOs whose 
budget consists of 30% of foreign financing. Lithuania places limits on the ability of NGOs to 
receive donations from a government or foreign governmental organization, except in respect of 
support for education, culture, health protection and sport. However, donations are tax-free. 
 
In Turkey, the new law on associations (Law No. 5253), passed in November 2004, allows 
national associations, under certain conditions, to receive financial assistance from abroad. 
Nonetheless, the question remains a sensitive one and the provisions of the law in question have 
been referred to constitutional review. In the Russian Federation there are reportedly smear 
campaigns against independent NGOs relating to their sources of funding. The CoE 
Commissioner for Human Rights, noticing the worries expressed by the Russian NGOs as to the 
state of relationship with the public authorities in recent times, underlined that no democracy can 
do without the critical opinion of the NGOs and pressure on them is inadmissible. 
 
Fluctuations in foreign funding weaken the financial viability of the non-profit-making sector. 
Questions concerning the possibility and ability to diversify sources are not a matter of choice but 
one of survival for NGOs. For example, in Belgium, Bulgaria, Norway, Romania and Slovenia 
donations to NGOs are encouraged by a system of tax relief (varying in extent) for donors. In 
countries where foreign funding has fallen considerably in recent times (Czech Republic, 
Hungary, Latvia, Romania, and Slovakia), the viability of the NGO sector is contingent on the 
national funding system currently being set up. In Bulgaria, for example, companies and tax-
payers can apply for tax deductions on donations to NGOs of up to 10% of their profits or 
income. A similar system, encouraging national generosity is also to be found in Estonia, 
Lithuania and Slovakia. In Poland, the passing in 2003 of the Law on Public Benefit 
Organizations and Volunteer Work, which now provides for a fixed deductible amount to replace 
the previous tax deduction of 15% of income on donations, would appear to be a backward step. 
In Hungary and the Czech Republic, donors are also entitled to a deduction on taxable 
income/profits for the previous year, but the low percentage of deduction is not sufficient 
encouragement to ensure an increase in national donations. In other countries (Albania, 
Azerbaijan, Bosnia and Herzegovina, Montenegro, “the former Yugoslav Republic of 
Macedonia” and Russian Federation), national private and corporate donations are limited, due 
amongst other things to the almost total absence of financial incentives. 
 

4.3 Experience of Central European Countries 
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The key element of percentage systems is that taxpayers can allocate a certain percentage of their 
previous year’s tax to one of the purposes to be selected or to a chosen organization or 
organizations. 
 
In 1997 Hungary became the first country to introduce a percentage system, followed by Slovakia 
in 2002, Poland in 2004, Lithuania, also in 2004, and Romania in 2005. This type of system has 
also been adopted by a number of local councils in Hungary and Japan. 
 
Systems of percentage designation assist the general development of philanthropy in many 
respects, but provide substantial funding only for a well definable, small part of the NGO sector. 
Therefore they are unlikely to ever be more than a supplementary possibility to improve donation 
and to support NGOs. 
 
PERCENTAGE DESIGNATION AS A FORM OF GIVING 
 
Percentage designation operates according to similar principles to other forms of donation, 
despite being a form of state funding that is distributed in accordance with taxpayers’ decisions 
and independent of political will. A much-discussed issue of percentage designation is that it 
differs from other forms of giving in that it does not require any financial or other sacrifice and, 
as a part of taxation, is arguably not entirely voluntary. In spite of this it is still able to assist the 
development of donation as a whole in the societies concerned. 
 
Percentage designators act as givers. The supporting findings are the following: 

• People who are more active in percentage designation are more active in donation 
generally, and vice versa: good givers are good percentage designators. 

• The same educational, social and demographic factors (sex, age, marital status, size of 
household, place of residence) determine percentage designation and giving behavior in 
general. 

• The stronger someone’s social network and connections with NGOs are, the more likely 
it is that they will become a giver. The same is true of percentage designation. 

• The characteristics of collecting information for decisions about percentage designation 
and of other forms of giving are similar. Although the main information source is the 
electronic media, personal information channels are more effective in connection with 
percentage designations. 

 
NGOs collecting percentage designations conduct this activity as a kind of fundraising. The 
supporting findings are the following: 

• NGOs that are already focused on fund-raising are better placed to attract percentage 
designations than those that are not. 

• The beneficiary circles of percentage designation and of the whole of giving have 
changed in the same direction in recent years (in Hungary); there has been a move 
towards increased altruism. 

• The effect of centralization in the capital city is typical of both areas. 
 

There is no evidence of the “crowding-out” effect predicted by many experts. Percentage 
designation has not replaced other forms of donation, nor has it hampered their growth. 
 
Percentage designation has not eclipsed individual or business donations, nor has it diminished 
their weight and importance. Although revenue from percentage designations has grown, 
individual and business donations are still significantly more important sources of NGO funding. 
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The crowding-out effect can be influential in one respect: on the part of political decision makers, 
percentage designation can be accompanied by neglecting or withdrawing other allowances, 
supports, and measures that encourage donation. There are concrete examples in both countries of 
reductions in tax incentives for charitable donations following the introduction of percentage 
designation. 
 
Percentage designation provides the governments of both countries with a fiscal solution with a 
fairly predictable cost. The introduction of a percentage philanthropy system and the admittance 
of a few pressure groups into the system can be popular with both beneficiaries and taxpayers. 
 
The percentage systems of Central and Eastern European countries are fundamentally alike in that 
their main aims are to strengthen the culture of giving, support the fledgling NGO sector and help 
establish the behavioral patterns required for the development of social cohesion. 
 
The example of Hungary39 
 
In 2003, almost 1.5 million of the 4.5 million taxpayers in Hungary (approximately one third of 
taxpayers) decided on the 1% option and on thus allocating HUF 6 billion (approximately EUR 
23 million) to such organizations as associations and foundations, as well as to cultural 
institutions. Over 600.000 people did the same to support the current costs of their church with 
over HUF 3 billion (over EUR 12 million). Other 140.000 people who did not wish to support the 
church assigned instead over HUF 800 million (over EUR 3 million) to special purposes included 
in the national budget (this year, these are programs for combating rabies and for health 
protection). On the whole, over 2 million designations were made to almost 22.000 beneficiaries, 
totaling almost 10 billion (about EUR 39 million). 
 
The example of Slovakia40 
 
This section deals with two kinds of government support for the NGO sector. The first, which 
involved tax-deductible donations for public benefit causes, operated until the end of 2003. The 
tax breaks were available to both individuals and businesses, but individuals had to donate at least 
SKK 500 (14.3 Euros) to be eligible for tax relief, whereas business had to donate SKK 2,000 (57 
Euros). Individual taxpayers could reduce their tax base by up to 10%, while businesses could cut 
theirs by no more than 2%. 
 
The second method of government support was a percentage designation system for individual 
taxpayers, which was first approved by Parliament in 1999, amended in 2001, and introduced in 
2002. The decision to expand the scheme to include businesses was taken in 2002 and businesses 
joined the system in 2004. In the same year, the percentage that could be designated to public 
benefit causes was raised from 1% to 2%. 
 
The following tables show statistical data concerning the two systems. 

                                                   
39 Bуdi Gyrgy, The system of 1% designation and other forms of support for NGOs in Hungary 
40 by Zsuzsanna Lampl, Percentage designation in Slovakia: a review of the statistical data and empirical 
research 
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The figures show that the number of donors almost trebled between 1998 and 2003 and that the 
amount donated almost doubled despite falling back in 2003. In 2003, the last year of tax breaks 
for charitable donations, 48,915 people gave EUR 9,030,273 to support NGO activities. 
 
The proportion of taxpayers who claimed tax benefit for donations grew to 3.1% between 1998 
and 2003 and tax-deductible donations increased to around the equivalent of 1% of all tax paid. A 
total of 163,790 tax-deductible donations were made between 1998 and 2003, of which 18% went 
to education, 7.6% to culture, 7.3% to social welfare, 18% to health care, 12% to the blood 
transfusion service, 1.7% to environmental protection and 35.4% to ‘other’ areas. The largest 
amounts thus went to the ‘miscellaneous’ category followed by the fields of health care and 
education. 
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An analysis of the number of tax-deductible donations to each field over time shows the 
following four key trends: 

1. The proportion of all donations going to health care grew from only 6.2% in 2001 in 
1998 to 26.0% in 2001 and 36.8% in 2002 before dropping back to 7.4% in 2003. 
2. An increasing percentage of all donations went to the blood transfusion service and 
environmental protection, the two sectors that were added in 2000. The proportion of all 
donations going to the blood transfusion service grew from an initial 5.8% to 30.7% in 
2003. Donations for environmental protection were originally only 0.5 % of the total but 
grew to 4.8% by 2003. 
3. Although donations in the ‘miscellaneous’ category made up 35.4% of all donations in 
the period, the annual percentage dropped from 57.9% in 1998 to 29.3% in 2002 and 23.9% 
in 2003. The proportion of donations in the field of education was fairly stable at between 
17% and 21%. Relatively small percentages went to culture (6-9%) and social welfare (6-
8%). 

 
Between 1998 and 2003, tax-deductible donations by individuals totaled SKK 1,503,694,760 or 
just over EUR 42,962,700 (table 21). This means that the average amount donated by each 
taxpayer in the six-year period was SKK 9,180 (EUR 262). 
Of the total amount donated, 15% went to education, 8% to culture, 5.5% to social work, 9% to 
health care, 6.5% to blood transfusions, 0.5% to environmental protection and 56% went to the 
‘miscellaneous’ category. 
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An analysis of the annual amount each field of activity received from tax-deductible donations 
shows the following key trends: 

1. The amount donated to education, social welfare and environmental protection did not 
vary greatly from year to year. The percentage of the total amount donated that went to 
education (13-17%) and social work (5-7%) was roughly in line with the number of 
donations that went to these fields. The percentage of the total amount donated that went to 
environmental protection neared 1%, but fell back in 2003 despite a sharp rise in the 
number of donations that year. 
2. The amount that went to the blood transfusion sector was about 6% of the annual total 
between 2000 and 2002 but a huge increase in the number of donations meant that this 
sector received 16.4% of the total amount donated in 2003. 
3. In 2000, the proportion of the total amount donated that went to the cultural Sector rose 
slightly above its usual level of 6%. 
4. The percentage of the total amount donated that went to health care rose from 6% to 15% 
in 2002 (when 36% of all donations went to this field) before falling back to 5% in 2003, 
when only 7.3% of all donations went to this field. 
5. The ‘miscellaneous’ category received the highest percentage of the total amount donated 
each year but the annual percentage fell from an initial 70% to around 50% later in the 
period. Thus, even though the largest drop in the number of donations was in this sector, it 
still attracted by far the largest share of total amount donated. 

 
The percentage of businesses making tax-deductible donations was fairly constant at around 5% 
between 1998 and 2002 but the amount they gave grew substantially each year apart from 1999. 
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The table shows that the amount received by NGOs as a result of tax designations by individuals 
has been between one-quarter and one-half of the total sum that could have been allocated. It 
should be noted that the amount designated fell in the second year (2003) but jumped up in 2004 
and increased steadily thereafter. There are two reasons for this: 

1. The percentage was raised to 2% in 2004. 
2. A higher percentage of the total potential amount was actually designated in 2004 and, 
encouragingly, this percentage has continued to grow since.  

 
The lack of available information prevents a precise analysis of the reasons for this. For example, 
there is no information as regards the critical question of the number of individual taxpayers that 
actually make designations. However, although the percentage designation system has raised a 
large amount of money for NGOs, even more could have been designated to NGOs by taxpayers. 
For example, in 2006 alone a further SKK 362,387,213 (EUR 9,729,038) could have been 
designated to NGOs but wasn’t. 2004 was the first year in which businesses were allowed to 
designate a percentage of their tax to an NGO. Almost all businesses availed themselves of this 
possibility and the amount actually designated was 96% of the amount that could have been 
allocated. This positive result exceeded the expectations of the NGO sector. In 2005, the amount 
actually designated rose slightly, but this represented a much lower percentage of the amount that 
could have been designated. In 2006, business designations grew in both nominal and relative 
terms, but the latter figure was still well short of the exceptionally high level of 2004. 
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The following section looks at the income of the NGO sector under the two mechanisms (tax-
deductible donations and percentage designations) since 1998. Between 1998 and 2003, tax-
deductible donations totaled SKK 5,284,961,305 (EUR 150,999,206), of which 72% came from 
businesses. Between 2002 and 2006, percentage designations totaled SKK 3,099,874,969 (EUR 
80,151,065), of which 64% came from businesses (table 27). 
 

 
 
The following should be noted: 

1. NGOs got EUR 70,847,141 more during the six-year period of tax-deductible donations 
than they did in five years of percentage designations. 

1. Businesses accounted for the bulk of NGOs’ income under both systems. 
2. Businesses accounted for a larger chunk of NGOs’ income during the period of tax-

deductible donations than under the percentage designation system. 
3. In the period 1998-2006, the NGO sector had a total income of EUR 231,149,957 from 

the two funding systems 
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5 Policy Options 
 
Options are generated according to the aspects of the type of policy and modality of 
administration. All options are generated for organizations with the status of public benefit. 
 

5.1 Policy Options 
 
A. Options for the content of the policy regarding designation of a part of tax 
 
A1. Status quo 

1.1 Deduction of donations from the taxable income only for legal entities, 
1.2 Higher transparency requirements for organizations eligible for tax concessions. 

 
A2. Average option 

2.1 Deduction of donations from the taxable income for legal entities and individuals, 
2.2 Assigning a part (2%) of the tax (only individuals), 
2.3 Higher transparency requirements for organizations eligible for tax concessions. 

 
A3. Consolidated option 

3.1 Deduction of donations from the taxable income for legal entities and individuals, 
3.2 Assigning a part (2%) of the tax (individuals and legal entities), 
3.3 Higher transparency requirements for organizations eligible for tax concessions, 
3.4 Information campaign on the operation of fiscal instruments. 

 
B. Particular options for the instrument of designating a part of income 
 
B1. The status quo option (improved by extending the procedure on individuals as well) 
 
 The beneficiary submits the application and invoice to the potential donor (indicating the 
IDNO, no. of public benefit certificate and other necessary data), 
 The donor transfers a part of the tax according to request to the beneficiary’s account (the 
calculated amount that shall not exceed 2%), 
 

1.2.a In case of individuals, the executor of designation payments will be the 
employer 

 
 The beneficiary receives the donation and issues an invoice or another document of strict 
accounting, 
 The donor reports the designated sum or sums once per year according to requirements 
similar to the procedure of deduction of donation, 
 The Fiscal Inspectorate supervises according to current procedures on the basis of reports and 
checks, as appropriate, 
 The beneficiary reports annual expenditure according to legal procedures. 
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B2. Option Draft Law 2008 (see Annex) 
 

2.1 The beneficiary submits an application to the potential donor (indicating IDNO, no. of 
public benefit certificate and other necessary data), or the potential donor becomes aware 
of the existence of a relevant beneficiary, 

2.2 The donor submits the annual report to the Fiscal Inspectorate (31 March), indicating in 
this report that it will transfer a part of the tax according to the beneficiary’s request (the 
calculated amount that will not exceed 2%, indicating all necessary identification data), 

 
2.2.a In case of individuals, the executor of designation payments information 

will be the employer 
 

2.3 The Fiscal Inspectorate during the year of the income statement will perform the 
designation payment to the indicated beneficiary organization, 

2.4 The Fiscal Inspectorate supervises according to current procedures on the basis of reports 
and checks, as appropriate, 

2.5 The beneficiary reports annual expenditure according to legal procedures. 
 

5.2 Budget Impact Analysis 
 
In order to evaluate the impact expected from the implementation of the law on the public use of 
a percentage of the income tax by designation of a percentage to public benefit organizations, it is 
necessary to evaluate the number of potential donors and to simulate the possible donation. 
 
Graph 1. Number of potential donors 
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Inscriptions in the graph: 
Title: Evolution of the number of income tax subjects 
In the graph from top to bottom: - individuals; - legal entities with the status of entrepreneur 
 
Since the income tax forms the budgets of administrative-territorial units, the impact can be 
especially perceivable in this regard. 
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According to data, revenue from income tax evolves by decreasing, and is currently between 
MDL 1.7 billion and 2.0 billion. 
 
Graph 2 
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Inscriptions in the graph: 
Title: Evolution of revenue in the national budget from income tax, million MDL 
In the graph from top to bottom: - legal entities; - individuals  
 
The graph below suggests several possible scenarios regarding the amount available for 
donations. The vertical axis indicates the total amount in case of 2% designation if, according to 
the horizontal axis, 3% or 10% or 20%, etc. of potential donors will participate. 
 
Graph 3 
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Inscriptions in the graph: 
Title: Amounts generated by designation of 2% depending on the percentage of taxpayers’ participation, million MDL 
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In the graph from top to bottom: other; - Soroca; - Ungheni; - Orhei; -Ialoveni; - Cahul; - Gagauzia; - Rezina; - Balti; - 
Chisinau  
 
We observe, that if 3% of potential donors will participate and assign entire 2% of the tax, the 
available amounts will total up to MDL 2 million; if 10% will participate, MDL 3.5 million will 
be available; if 20% will participate, MDL 7.5 million will be available, etc. The impact on local 
budgets is not significant. MDL 7 million is a budget for maintenance of the central body of a 
ministry, such as the Ministry of Health. 
 
Table 1  

  
No. or 

taxpayers 

Maximum 
available amount 
2%, million MDL 

Chisinau 361,689 30 
Balti 49,183 2.5 
Rezina 18,846 1.14 
Gagauzia 37,919 0.72 
Cahul 54,404 0.68 
Ialoveni 43,999 0.68 
Orhei 65,415 0.54 
Ungheni 39,713 0.48 
Soroca 43,223 0.46 
other 781,688 6.52 
  1,496,079 43.72 

 
 

5.3 Evaluation Criteria 
 
The discussed policies need to be evaluated through the prism of some evaluation criteria. We 
suggest a number of such criteria. 
 
A. Perspective of the non-governmental sector 

- 1) Consolidation of financial sustainability of the non-governmental sector, 
- 2) Accessibility and rapidity in the use of the mechanism, 
- 3) Promotion of transparency, reputation, and involvement into the activity of the 

non-governmental sector. 
 
B. Perspective of bureaucracy 

- 1) Capacity of implementation, administrative capacity, implementation costs, 
- 2) Cost-efficiency (administrative and institutional costs v. managed amounts), 
- 3) Degree of transparency and trust in the system’s operation, 
- 4) Susceptibility of tax evasion, corruption. 

 
C. Perspective of donors 

- 1) Rapidity of execution and receipt on the beneficiary organization’s account, 
- 2) Accessibility of procedure to donors, 
- 3) Costs of managing the mechanism. 
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D. Perspective of society in general and of other actors 

- 1) Political acceptance, 
- 2) Implementation impact on the budget. 
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6 Analysis of Policy Options 
 
Table A:  Options for the content of the policy regarding designation of a part of tax 

 
 
 

A1. Status quo 
1.1 Deduction of donations 

from the taxable income only for 
legal entities, 

1.2 Higher transparency 
requirements for organizations 
eligible for tax concessions. 

 

A2. Average option 
2.1 Deduction of donations from the taxable income 

for legal entities and individuals, 
2.2 Assigning a part (2%) of the tax (only 

individuals), 
2.3 Higher transparency requirements for 

organizations eligible for tax concessions. 
 

A3. Consolidated option 
3.1 Deduction of donations from the taxable income for 

legal entities and individuals, 
3.2 Assigning a part (2%) of the tax (individuals and legal 

entities), 
3.3 Higher transparency requirements for organizations 

eligible for tax concessions, 
3.4 Information campaign on the operation of fiscal 

instruments. 
A. Perspective of the non-governmental sector 
1) Consolidation of financial 
sustainability of the non-
governmental sector  

Very little Average Above average 

2) Accessibility and rapidity in 
the use of the mechanism 

Irrelevant Irrelevant Irrelevant 

3) Promotion of transparency, 
reputation, and involvement into 
the activity of the non-
governmental sector 

Unchanged Average Average 

 The most undesired  The best 
B. Perspective of bureaucracy 
1) Capacity of implementation, 
administrative capacity, 
implementation costs 

Existing Average Average  

2) Cost-efficiency (administrative 
and institutional costs v. managed 
amounts) 

Unchanged MDL 3-7 million designated amounts, some 
management costs, special information, additional 

models 

MDL 3-7 million designated amounts, some management costs, 
special information, additional models 

3) Degree of transparency and 
trust in the system’s operation 

Unchanged   

4) Susceptibility of tax evasion, 
corruption 

Unchanged Slightly increasing Slightly increasing 

 Maintenance of status quo   
C. Perspective of donors 
1) Rapidity of execution and 
receipt on the beneficiary 

Unchanged Positive  More positive 
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organization’s account 
2) Accessibility of procedure to 
donors 

Unchanged Irrelevant Irrelevant 

3) Costs of managing the 
mechanism 

Unchanged Irrelevant Irrelevant 

    
D. Perspective of society in general and of other actors 
1) Political acceptance Unchanged, requirements and 

requests 
Average change More difficult to accept 

2) Implementation impact on the 
budget 

Unchanged Impact of decreasing revenue in local budgets More positive 

  Probably the most preferred  
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Table B:  Particular options for the instrument of designating a part of income 
 
 
 
 
 

B1. The status quo option (improved by extending the procedure on 
individuals as well) 
 

1.1 The beneficiary submits the application and invoice to the 
potential donor (indicating the IDNO, no. of public benefit 
certificate and other necessary data), 

1.2 The donor transfers a part of the tax according to request to 
the beneficiary’s account (the calculated amount that shall 
not exceed 2%), 

 
1.2.a In case of individuals, the executor of 

designation payments will be the employer 
 

1.3 The beneficiary receives the donation and issues an invoice 
or another document of strict accounting, 

1.4 The donor reports the designated sum or sums once per year 
according to requirements similar to the procedure of 
deduction of donation, 

1.5 The Fiscal Inspectorate supervises according to current 
procedures on the basis of reports and checks, as appropriate, 

1.6 The beneficiary reports annual expenditure according to legal 
procedures. 

 
  

B2. Option Draft Law 2008 (see Annex) 
 

2.1 The beneficiary submits an application to the potential 
donor (indicating IDNO, no. of public benefit certificate 
and other necessary data), or the potential donor becomes 
aware of the existence of a relevant beneficiary, 

2.2 The donor submits the annual report to the Fiscal 
Inspectorate (31 March), indicating in this report that it 
will transfer a part of the tax according to the beneficiary’s 
request (the calculated amount that will not exceed 2%, 
indicating all necessary identification data), 

 
2.2.a In case of individuals, the executor of 

designation payments information will be the employer 
 

2.3 The Fiscal Inspectorate during the year of the income 
statement will perform the designation payment to the 
indicated beneficiary organization, 

2.4 The Fiscal Inspectorate supervises according to current 
procedures on the basis of reports and checks, as 
appropriate, 

2.5 The beneficiary reports annual expenditure according to 
legal procedures. 

 

A. Perspective of the non-governmental sector 
1) Consolidation of financial 
sustainability of the non-
governmental sector  

Irrelevant Irrelevant  

2) Accessibility and rapidity in 
the use of the mechanism 

Irrelevant Irrelevant  

3) Promotion of transparency, 
reputation, and involvement into 
the activity of the non-
governmental sector 

Better  Worse   

 More preferred   
B. Perspective of bureaucracy 
1) Capacity of implementation, 
administrative capacity, 
implementation costs 

Existing Needs no capacities  
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2) Cost-efficiency (administrative 
and institutional costs v. managed 
amounts) 

Good Additional costs  

3) Degree of transparency and 
trust in the system’s operation 

Decreasing Good  

4) Susceptibility of tax evasion, 
corruption 

Increasing Controllable  

    
C. Perspective of donors 
1) Rapidity of execution and 
receipt on the beneficiary 
organization’s account 

Very good Large distance  

2) Accessibility of procedure to 
donors 

Very accessible Inaccessible   

3) Costs of managing the 
mechanism 

Increasing Small  

 More preferred   
D. Perspective of society in general and of other actors 
1) Political acceptance Unclear Unclear   
2) Implementation impact on the 
budget 
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5. Conclusions and Recommendations 
 
Recommended option: A3 and B1 
 
A3. Consolidated option 

3.1 Deduction of donations from the taxable income for legal entities and individuals, 
3.2 Assigning a part (2%) of the tax (individuals and legal entities), 
3.3 Higher transparency requirements for organizations eligible for tax concessions, 
3.4 Information campaign on the operation of fiscal instruments. 

 
B1. The status quo option (improved by extending the procedure on individuals as well) 
 

2.6 The beneficiary submits the application and invoice to the potential donor (indicating the 
IDNO, no. of public benefit certificate and other necessary data),  

2.7 The donor transfers a part of the tax according to request to the beneficiary’s account (the 
calculated amount that shall not exceed 2%), 

 
1.2.a In case of individuals, the executor of designation payments will be the 

employer  
 

2.8 The beneficiary receives the donation and issues an invoice or another document of strict 
accounting,  

2.9 The donor reports the designated sum or sums once per year according to requirements 
similar to the procedure of deduction of donation,  

2.10 The Fiscal Inspectorate supervises according to current procedures on the basis 
of reports and checks, as appropriate, 

2.11 The beneficiary reports annual expenditure according to legal procedures. 
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6. Annexes 
 
Annex 1. Draft law on the public use of 2% of the income tax of individuals and legal entities resident in 
the Republic of Moldova, discussed in 2008 
 
Article 1. Scope 
This law regulates the right of taxpayers, individuals (citizens of the Republic of Moldova, foreign citizens, 
stateless persons) and legal entities, in the Republic of Moldova (hereinafter ‘taxpayers’) to designate an 
amount of up to 2% from the income tax paid to the state to some non-commercial organizations of public 
benefit in the Republic of Moldova (hereinafter ‘beneficiaries’), the procedure of transferring these 
amounts to the beneficiaries’ accounts, and the modality of control over the correctness of the use of these 
resources. 
 
Article 2.  The right to designate 2% of the income tax 
Taxpayers are entitled to designate sums of not more than 2% of their income tax paid to the state budget to 
be used by beneficiaries as provided by Article 6. 
 
Taxpayers-individuals that must submit the income statement realize their right indicated by paragraph (1) 
while preparing the income statement, ordering the Fiscal Inspectorate in the territory where they reside to 
transfer the relevant amount to the beneficiary’s account. 
 
Taxpayers-individuals that are not obliged to submit income statements realize the right indicated in 
paragraph (1) by completing a standard application for designation, submitting it to the Fiscal Inspectorate 
in the territory where they reside, and ordering to transfer the relevant amount to the beneficiary’s account. 
The application for designation shall be submitted within the deadline established for income statements. 
 
Taxpayers-legal entities realize their right indicated in paragraph (1) while preparing the income statement, 
ordering the Fiscal Inspectorate in the territory where they have their head offices (legal address) to transfer 
the relevant amount to the beneficiary’s account. 
 
The amount that a taxpayer can designate according to paragraph (1) cannot be less than MDL 50 for 1 
calendar year, and it can be transferred to a single beneficiary. 
  
Article 3. Procedure of transferring 2% of the income tax 
Taxpayers realizing their right indicated in Article 2 paragraph (1) shall clearly indicate in the income 
statement or in the application for designation the designated amount and the beneficiary’s identification 
data (name, address, fiscal code, bank account). An incorrect or unclear number of fiscal identification in 
the act designating the amount shall result in the invalidity of the designation clause, unless it is corrected 
in the manner set in paragraph (2). 
  
A taxpayer who made an error in the clause on designation of 2% can correct it, but not later than 30 June 
of the year following the one for which the tax is paid. 
 
All the amounts derived from null designation statements shall be returned by the beneficiary to the state 
budget. 
 
Article 4. Beneficiaries  
 
Beneficiary of amounts designated by taxpayers on the basis of Article 2 can be only a non-commercial 
organization with head office in the Republic of Moldova, formed as a civic association, foundation, 
private institution, which, according to the law, holds a certificate of non-commercial organization of 
public benefit. The list of non-commercial organizations that hold certificates of public benefit is 
periodically updated by the Ministry of Justice. 
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Only beneficiaries conducting their public benefit activity on the territory of the Republic of Moldova 
and/or in the benefit of Moldovan residents can receive the amounts designated according to this law. 
 
Article 5. Obligation of the Fiscal Inspectorate 
 
The Main State Fiscal Inspectorate must order the holder of the state budget funds to transfer the amounts 
designated according to this law to the account of the beneficiary indicated in statements. 
 
The obligation stipulated in paragraph (1) and the obligation to transfer financial resources must be 
executed within thirty days from the expiry of the term in which declarations are processed, but not later 
than 31 December of the year following the one for which the income tax was paid. 
 
The Main State Fiscal Inspectorate can prolong the term of transfer indicated in paragraph (2) with a 
maximum of 6 months, if the taxpayer’s declaration was corrected. 
 
If before the date of execution of the obligation indicated in paragraph (1) the beneficiary is found to have 
been withdrawn the certificate of public benefit, the taxpayer’s clause designating 2% becomes null, and 
the designated amount is not transferred. 
 
The modality and procedure for the holder of the state budget funds to make transfers is approved by the 
Ministry of Finance. 
 
In case a beneficiary uses the amount received according to this law contrary to its destination, they shall be 
obliged to return the amount in question to the state budget within 40 days from the date of the finding or 
the date when a court’s decision becomes final. The Fiscal Inspectorate or another control body shall 
inform the Ministry of Justice about such fact. 
 
Article 6.  Obligation of beneficiaries   
 
Beneficiaries must use the amounts received according to this law exclusively for the public benefit 
activities they practice. 
 
Beneficiaries shall publish data about the use of amounts transferred according to this law in a press release 
before 31 October of the year following the year of transfer. Rules for submitting fiscal documents shall 
also apply to the original of the press release in order to prove the fact of publication. Publication in 
electronic media on the beneficiary’s webpage qualifies as a press release. 
 
Beneficiaries shall inform the Ministry of Justice about the modality of using the amounts received 
according to this law through annual activity reports. The certification commission is entitled to request 
from every beneficiary information about the use of amounts designated according to this law. 
 

Article 8. Final and transitional provisions 
 
(1) The Government within 3 months from the date of publication shall bring its documents in compliance 
with this law. 
 
Information about non-commercial organizations of public benefit that received the amount of 2% from the 
income tax designated by taxpayers, as well as about the designated amounts, is not confidential. 
 
Article 9. Entry into force 
 
This law shall enter into force 3 months after the publication. 
 
Statements designating beneficiaries shall be first made for the taxes on the income obtained in 2008. 
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Article 1. The Fiscal Code no.1163-XIII of 24 April 1997 with further amendments is amended and 
completed as follows: 
Article 8 paragraph (1) is completed with a new letter d) with the following content:  
d) To designate, according to the law, 2% of the annual income tax paid to the budget to a non-commercial 
organization of public benefit. 
 
Letters d)-h) shall become letters e) – i); 
 
Article 83 is completed with a new paragraph (4) with the following content:  
(4) Taxpayers shall indicate in the income tax statement the amount representing 2% of the annual income 
tax paid to the budget, which is designated to a non-commercial organization of public benefit. 
Paragraphs (4)-(10) of Article 83 shall become paragraphs (5) – (11) of this article; 
 
Article 87 is completed with a new paragraph (5) with the following content:  
(5) A taxpayer who, according to Article 83, is not obliged to submit an income tax statement but intends to 
designate the amount representing 2% of their annual income tax paid to the budget for a non-commercial 
organization of public benefit is entitled, within the term set for submitting income tax statements, to 
submit an application for designation, indicating the amount, which must not be more than 2% of their 
annual income tax paid to the budget, and the beneficiary organization that is to receive this amount. 
 
Article 2. Law no. 847 –XIII of 24 May 1996 on the budgetary system and budgetary process with further 
amendments is amended and completed as follows: 
 
Article 10 paragraph (2) is completed with a new letter m) with the following content:  
m) Expenditure formed of 2% of the amount of the income tax designated by taxpayers – individuals and 
legal entities – to non-commercial organizations of public benefit; 
 
Article 33 paragraph (3) is completed with a new letter e) with the following content:  
e) Transfer to the account of the beneficiary non-commercial organizations of 2% of the income tax 
designated by taxpayers for public benefit activities;
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i Article 52. Non-commercial organizations exempt from tax 

(1) Non-commercial organizations exempt from tax can include: 
a) Institutions operating in the fields of health protection, education, science and culture; 
b) Societies of persons with visual, hearing and other disabilities, societies of veterans and other public associations, foundations, 

charities that deal exclusively with:  
- Provision of material support and free services to persons with disabilities, illnesses, lonely persons, orphans or children 

without parental care, families with many children, unemployed persons, persons that suffered from wars, natural calamities, 
environmental catastrophes, epidemics; 

- Activities related to human rights protection, education, gathering and promoting knowledge, health protection, provision of 
social aid to the population, culture, arts, amateur sports, liquidation of consequences of natural calamities, environmental protection 
and other fields for social benefit, according to the legislation on public associations and on foundations; 

c) Religious organizations, associations of entrepreneurs and farmers and other societies organized for the purpose of creating 
favorable conditions for realization and protection of interests related to production, technical, scientific, social and other common 
interests of business entities; 

d) Bars and unions of lawyers, unions and associations of notaries and notary chambers; 
e) Parties and other social-political organizations. 
(2) The non-commercial organizations specified in paragraph (1) shall be exempt from tax in case they comply with the 

following requirements: 
a) Are registered or created according to the legislation, and the charter, regulations or another document specifies the types of 

activities performed by the non-commercial organization and its status of non-commercial organization, as well as an interdiction 
regarding the distribution of its income or property among members of the organization, founders or private persons, including 
in the process of reorganization and liquidation of the non-commercial organization; 
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b) The entire income from the activities stipulated by the charter, regulations or another document is used for the 

purposes stipulated by the charter, regulations or another document; 
c) No part of property or income is used for the benefit of a member of the organization, a founder or a private person; 
d) Does not support a political party, electoral alliance or candidate to a position within public authorities and does not use any 

part of the income or property to finance them. 
(3) Restrictions stipulated by paragraph (2) letter d) do not include organizations mentioned in paragraph (1) letter e). 
(4) Organizations specified in paragraph (1) letter a), c), d) and e) shall be recognized as non-commercial and exempt from tax, 

if they comply with the provisions of this article, by decision of territorial fiscal bodies. The decision shall be issued on the basis of an 
application by authorized persons of the organization in question. The application shall enclose the charter, regulations or another 
document that includes provisions regarding obligations to comply with the requirements of this article, as well as the state registration 
certificate in case provided for by legislation. The authorized persons of the organizations in question, except for those newly 
established, shall also present the declaration stipulated by Article 83 paragraph (2) for previous periods of activity, but not more than 
for the last two fiscal years. Reason for refusal to recognize the organization as non-commercial and to grant exemption from tax shall 
be non-inclusion in the charter, regulations or another document of clauses regarding obligations to comply with the provisions of this 
Article or existence of fiscal obligations. Decision on recognition of an organization as non-commercial and on granting it exemption 
from tax shall be adopted within 30 days from the date of presentation of documents specified by this paragraph. A copy of the 
decision shall be handed to the applicant within 3 days. 

(5) Organizations specified in paragraph (1) letter b) can be provisionally exempt from tax, in the modality stipulated in 
paragraph (4), upon decision of territorial fiscal bodies, until receipt of the state certificate according to the legislation on public 
associations and on foundations. The decision of the fiscal body on provisional exemption from tax cannot be adopted for a term 
longer than one year from the registration of organizations specified in paragraph (1) letter b). In case of refusal to grant the state 
certificate, the above-mentioned organizations, for the period of provisional exemption, shall pay the tax in the generally established 
order. After receipt of the state certificate, basis for exemption from tax shall be the presence of the certificate in question and the 
decision of the Certification Commission, which shall submit to the Main State Fiscal Inspectorate under the Ministry of Finance the 
list of non-commercial organizations upon which it adopted decisions on exemption from tax. 
ii Article 53. Auxiliary business activities 

(1) An auxiliary business activity is any entrepreneurial activity of non-commercial organizations which does not entail 
exemption from tax according to Article 52. 

(2) Auxiliary business activities of the organizations mentioned in Article 52 paragraph (1) shall be deemed separate object of 
taxation, whose income shall be subject to tax payment at the rate stipulated by Article 15 letter b). 

(3) The income subject to tax payment from auxiliary business activities shall represent the gross income obtained by the 
organization from auxiliary business activities performed by it regularly, reduced by the amount of deductions allowed according to 
Chapter 3, which directly relate to the business activities in question. 
Article 53¹. Enterprises established by societies of persons with visual, hearing and other disabilities. Exemption from tax shall be 
granted to enterprises established for realization of statutory goals of societies of persons with visual, hearing and other disabilities. 
Article 53². Savings and loans associations. Tax exemption shall be granted to savings and loans associations. 
Article 53³. Trade unions and employers’ organizations. Trade unions and employers’ organizations shall be exempt from income tax. 
 
Central Electoral Commission, Decision no. 3336 of 16 July 2010. Regulations on funding electoral campaigns and political parties.1. 
In the meaning of these Regulations the following notions signify: funding of electoral campaigns – direct and indirect funding, other 
forms of material support for electoral competitors by individuals and/or legal entities from the country; 
iv Central Electoral Commission, Decision no. 3336 of 16 July 2010. Regulations on funding electoral campaigns and political parties. 
5. During electoral campaigns it its forbidden: 4) For electoral competitors to offer money, presents, material goods free of charge, 
including from humanitarian aid or other charitable actions, except illustrative materials and badges, prepared specially for electoral 
campaigning. 
v Electoral Code. Article 38. Conditions and manner of financial support for electoral campaigns. (7) Financial resources transferred 
to the “Electoral fund” account cannot be used for personal purposes. Electoral competitors are forbidden to offer to voters money, 
presents, to distribute material goods free of charge, including from humanitarian aid or other charitable actions. 
vi Law on political parties, Article 28. Funding of political parties from the state budget.  (1) Annual allocations from the state budget 
for funding political parties make 0.2% of the revenue forecast for the state budget in the corresponding year and are distributed as 
follows:     a) 50% - to political parties proportionally with the number of mandates obtained in parliamentary elections and validated 
at the moment of establishing the new composition of Parliament;    b) 50% - to political parties proportionally with the number of 
votes obtained in the local general elections, provided that they obtained not less than 50 mandates in the representative bodies of 
the administrative-territorial units of level two. 
vii  Law on political parties, Article 29. Use of allocations from the state budget 
    (1) Allocations from the state budget shall be used, upon decision of the governing bodies of political parties, for the following 
purposes: a) maintenance of offices;  b) staff expenses;  c) expenses for the media and promotional materials;  d) expenses for 
travels in the country and abroad;  e) expenses for telecommunications;  f) expenses for organization of political activity;  g) 
expenses for receiving delegations from abroad;  h) payment of membership fees in international organizations in which parties 
participate;  i) investment in movable and immovable assets necessary for the parties’ activity;  j) expenses for protocol;  k) expenses 
for office supplies;  l) expenses for electoral campaigns. 
viii  Article 31. Public nature of the information about funding for electoral campaigns 
    (1) Political parties’ expenditure on electoral campaigns is information of public interest. 
ix Law on political parties, Article 30. Financial reports.  (1) Political parties, according to the regulations approved by the Ministry of 
Justice, shall annually, until 31 March, submit financial reports to the Chamber of Accounts, to the Ministry of Finance and to the 
Ministry of Justice. (2) The reports mentioned in paragraph (1) shall be checked by the Chamber of Accounts regarding subventions 
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received from the state budget, and by the Ministry of Finance, through subordinated structures, regarding other revenues.  (3) 
Violation of regulations on funding political parties or on the parties’ use of their resources entails liability prescribed by law. 

x Electoral Code. Article 38. Conditions and manner of financial support for electoral campaigns. 
(1) Direct and indirect funding, other types of material support for electoral campaigns and electoral competitors by individuals and 
legal entities from the country shall be subject to the following conditions: 
        a) After the start of the electoral campaign, financial resources and other forms of material support for the activity of electoral 
competitors shall be declared weekly: in case of parliamentary elections – in a publication with republican coverage; in case of local 
elections – in a publication with regional coverage, in the corresponding territory; 
        b) After establishment of the corresponding electoral council or bureau, electoral competitors must also declare financial 
resources and other forms of material support received from the sources mentioned in this article before using them; 
         c) Information about the revenues and expenses of electoral competitors shall be placed on the webpage of the Central Electoral 
Commission within 24 hours from its receipt, and it shall contain identification data of the individual or legal entity that donated/spent 
resources, their amount and the numbers of financial accounting documents. 
 (2) Electoral competitors shall open bank accounts with the mention “Electoral fund”, transferring to it its own financial resources, 
amounts received from individuals and legal entities from the country. Such amounts can be transferred to the account of an electoral 
competitor only with their prior consent. The threshold of resources that can be transferred to the electoral fund of an electoral 
competitor shall be established by the Central Electoral Commission. 
(3) Electoral competitors shall confirm at the Central Electoral Commission persons responsible for funds (treasurers). An electoral 
competitor that fails to open a bank account with the mention “Electoral fund” shall inform about it the Central Electoral Commission. 
(4) Legal entities can place money on an “Electoral fund” account only through bank transfer, with an informative note about the 
existence or inexistence of a foreign share in their statutory capital. 
(6) Individuals and legal entities are not entitled to order advertising electoral materials for and in favor of electoral competitors and to 
pay for the expenses connected with their production without the consent of electoral competitors and with financial resources that 
were not transferred to the “Electoral fund” accounts of the relevant competitors.  

xi Electoral Code. Article 38. Conditions and manner of financial support for electoral campaigns. 
(10) The Central Electoral Commission or the district electoral councils shall keep a register comprising all the data stipulated by this 
article, and shall make it available to the public for information. At the same time, relevant electoral bodies shall arrange the 
information and make weekly reports on the volume of contributions received by each electoral competitor and on the sources from 
which they were received. Two days prior to elections relevant electoral bodies shall make final pre-electoral reports and 
summarizing reports, comprising all the available information on the amount and the sources of the resources received by electoral 
competitors. 
xii Electoral Code. Article 38. Conditions and manner of financial support for electoral campaigns. …(9) Banks shall inform the Central 
Electoral Commission and relevant district electoral councils about the amounts transferred to the accounts of electoral competitors 
within 24 hours from the moment of their deposit. 
xiii Regulations of the coverage of the electoral campaign for parliamentary elections of 28 November 2010 in the mass media of the 
republic. 50. The Broadcasting Coordinating Council shall submit once per two weeks to the Central Electoral Commission reports 
on monitoring the manner in which the electoral campaign was covered by broadcasters. Two days prior to the elections, the 
Broadcasting Coordinating Council shall submit to the Central Electoral Commission a summarizing report on the activity of 
broadcasters during the electoral period.  
xiv Law on political parties, Article 25. Sources of funding for political parties. ... (7) Violations of legal provisions on funding political 
parties and on the manner in which political parties use financial resources and material goods shall be sanctioned according to the 
law. 
xv Law on political parties, Article 28. Funding for political parties from the state budget. ...  (2) Political parties lose the right to 
receive allocations from the state budget if:     a) their activity was limited – during the entire time when their activity was limited;     
b) they lose legal personality;   c) they violate the regulations on funding parties or provisions of paragraph (3);   d) they are in the 
process of liquidation. 
    (3) Political parties that during an electoral campaign exceeded the maximum expenditure threshold established by law, as well as 
parties that were funded with violation of legal provisions, lose their right to funding from the state budget. 
   (4) A political party that lost the right to funding from the state budget in consequence of exceeding the expenditure threshold for 
the electoral campaign or of violating the legal provisions on funding electoral campaigns can be restored to this right after the 
following elections, under conditions of paragraph (1). 
    (5) A political party that lost the right to funding from the state budget in consequence of violating the procedure of revenue 
collection is restored to this right after removing the irregularity that served as reason to suspend funding. 
xvi Law on political parties, Article 27.  The public nature of donations for political parties. ... (3) In case it is found that a party 
received anonymous donations or donations that exceeded the thresholds set by this law, the party must, within 10 days, pay the 
amount in question to the state budget. 
xvii Electoral Code. Article 38. Conditions and manner of financial support for electoral campaigns. The Central Electoral Commission 
and district electoral councils can request the Chamber of Accounts or the Main State Fiscal Inspectorate under the Ministry of 
Finance to conduct an inspection of the sources of revenue, the correctness of accounting and the duly use of money by electoral 
competitors. 
xviii Law on political parties, Article 31. Public nature of the information about funding for electoral campaigns. ... (3) In case the 
control performed at the request of the Central Electoral Commission by the qualified bodies shows that a political party registered 
as electoral competitor received or used financial resources in violation of this law, the Central Electoral Commission shall address 
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the Supreme Court of Justice with the request to annul its registration as electoral competitor. The Supreme Court of Justice shall 
examine the request and rule upon it within 5 days, but not later than the day before the elections. 
    (4) If the information submitted by a political party according to paragraph (2) is incomplete, the Central Electoral Commission is 
entitled to request from the party in question additional data about the volume of each entry on the party’s account and about the 
origin of these resources.  
xix Electoral Code. Article 36. Interdiction of foreign subventions. ...  (2) In case an electoral competitor intentionally used money 
from abroad, the Central Electoral Commission shall request the Chisinau Court of Appeal to annul its registration. 
xx Electoral Code. Article 69. Legal liability. ...   (4) Registration is annulled at the request of the Central Electoral Commission, and in 
case of local elections – also at the request of the district electoral council, by a final court decision that found: 
    a) Intentional use by an electoral competitor of undeclared financial or material funds or excess of expenses over the threshold of 
resources from the electoral fund, in all cases in considerable proportions (over 5 percent of the threshold amount); 
    b) Intentional use by an electoral competitor of financial resources from abroad; 
    c) Non-resignation from office of a candidate that has this obligation. 
In this case an independent candidate’s registration is annulled or the candidate in question is excluded from the list of electoral 
competitors. 
xxi  Electoral Code. Article 69. Legal liability 
...    (2) For violation of electoral legislation, the Central Electoral Commission or district electoral councils can apply to electoral 
competitors sanctions in the form of warning or can request the sanction of annulment of registration. 
    (3) Warnings are applied by decision of the Central Electoral Commission in case of any elections, as well as by decision of district 
electoral councils – in case of local elections. 
    (4) Annulment of registration is applied at the request of the Central Electoral Commission... 
xxii Law on political parties, Article 25. Sources of funding for political parties. ... (5) Revenues stipulated by paragraph (1) shall be 
exempt from tax or shall be taxable according to the Fiscal Code. 
xxiii Law on political parties, Article 24. Property of political parties. ..   (5) The property of a political party, including revenues, cannot 
be distributed among its members. 
xxiv Law on political parties, Article 25. Sources of funding for political parties. (1) Sources of funding for political parties are as 
follows: a) party membership fees; b) donations, including those collected during entertainment, cultural, sports or other mass 
events organized by the party; c) subventions from the state budget, according to this law and to the annual budget law; d) other 
legally obtained revenues, according to Article 24 paragraph (3). 
xxv  Law on political parties, Article 26. Donations. ...(3) An individual can make donations to one or more political parties. Donations 
made by an individual to one or several political parties in a budget year cannot exceed the amount of 500 average monthly salaries 
per national economy established for the year in question. If an individual is a party member, the mentioned amount includes the 
amount of party membership fees paid during the year. 
    (4) Donations made by a legal entity to one or several political parties during a budget year cannot exceed the amount of 1,000 
average monthly salaries per national economy established for the year in question. 
xxvi Law on political parties, Article 24. Property of political parties.  (1) Political parties have the right to own, as property, buildings, 
equipment, publishing houses, printing houses, vehicles, and other goods not forbidden by law. The goods belonging to political 
parties cannot be used for other purposes than realization of their statutory goals. 
xxvii Central Electoral Commission, Decision no. 3336 of 16 July 2010, Regulations on funding electoral campaigns and political parties. 
10. The Central Electoral Commission shall file to the Main State Fiscal Inspectorate under the Ministry of Finance a request to verify 
the origin of financial contributions that exceed the amount of MDL 100 thousand transferred to electoral competitors. The Central 
Electoral Commission, if necessary, shall request the Chamber of Accounts to verify the sources of revenues, the correctness of 
accounting for expenditure according to the destination by electoral competitors. 
xxviii Law on political parties, Article 27. The public nature of donations for political parties. ... (1) Every political party shall keep a 
register of donations received, mentioning the donor’s name, residence (head office) and the donated amount. 
xxix Law on political parties, Article 26. Donations. ...   (5) It is forbidden for political parties to receive direct and indirect funding, any 
type of material support from other states and international organizations, companies, institutions and organizations funded by the 
state or having state share in the capital, foreign capital, from non-commercial organizations, trade unions, charities, religious 
organizations, from the citizens of the Republic of Moldova that are minors or residing abroad, from individuals that are not citizens 
of the Republic of Moldova, from anonymous persons, and on behalf of some third parties. 
xxx   Electoral Code, Article 36. Interdiction on foreign subventions 
    (1) It is forbidden for the electoral campaigns of candidates in elections and of electoral competitors to receive direct and indirect 
funding, any type of material support from other states, from foreign, international and mix companies, institutions and 
organizations, and from individuals that are not citizens of the Republic of Moldova. The amounts thus received shall be confiscated 
by court decision and considered budget revenue. These provisions cannot be interpreted and applied as limitation of funding 
allocated for support of efforts aimed at promotion of democratic values, international standards for free and fair elections. 
xxxi Law on political parties, Article 27. The public nature of donations for political parties. ... (2) Political parties cannot receive 
anonymous donations or donations in amounts exceeding the thresholds set by this law.  
xxxii Central Electoral Commission, Decision no. 3336 of 16 July 2010, Regulations on funding electoral campaigns and political 
parties. 5. During electoral campaigns it is forbidden: 1) to receive direct and/or indirect funding, any form of material support from: 
a) other states; b) international organizations; c) companies, institutions and organizations funded by the state or having state capital; 
d) companies, institutions and organizations with foreign capital; e) non-commercial organizations, trade unions, charities, religious 
organizations; f) citizens of the Republic of Moldova that are minors; g) citizens of the Republic of Moldova residing abroad; h) 
individuals that are not citizens of the Republic of Moldova; i) anonymous persons, and on behalf of third parties.  
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xxxiii Electoral Code, Article 38. Conditions and manner of financial support for electoral campaigns. ...(5) It is forbidden to receive 
funding and any type of material support for electoral campaigns from: a) citizens of the Republic of Moldova under 18 years old; b) 
organizations funded from the budget; c) anonymous persons; d) charities and religious organizations. 
xxxiv Law on political parties, Article 25. Sources of funding for political parties. (1) Sources of funding for political parties are as 
follows: a) party membership fees; b) donations, including those collected during entertainment, cultural, sports or other mass 
events organized by the party; c) subventions from the state budget, according to this law and to the annual budget law; d) other 
legally obtained revenues, according to Article 24 paragraph (3). 
xxxv Law on political parties, Article 26. Donations. ... (2) Annual revenues of a political party from donations cannot exceed the 
equivalent of 0.1% of the revenue forecast for the state budget in the corresponding year. 
xxxvi CEC Decision, Nr. 3566, 05 October2010, http://www.cec.md/index.php?pag=legislatie&ids=hotarire&id=4678&l=   
xxxvii CEC Decision, Nr. 3280, 13 July 2010,  http://www.cec.md/index.php?pag=legislatie&ids=hotarire&id=3682&l= 
xxxviii CEC Decision, Nr. 2590, 20 June 2009,  http://www.cec.md/index.php?pag=legislatie&ids=hotarire&id=2800&l= 
xxxix CEC Decision, Nr. 2067, 06 February 2009, http://www.cec.md/index.php?pag=legislatie&ids=hotarire&id=3326&l=  
 
xl Law no. 373/2004, http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=312816  
xli Law no. 348/2006, http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=318878  
xlii Law no. 244/2008 http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=329992  
xliii Law no. 133/2009, http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=333217  
xliv CEC Decision, Nr. 2067, 06 February 2009, http://www.cec.md/index.php?pag=legislatie&ids=hotarire&id=3326&l=  
 
xlv CEC Decision, Nr. 2067, 06 February 2009, http://www.cec.md/index.php?pag=legislatie&ids=hotarire&id=3326&l=  
 
xlvi Article 52. Non-commercial organizations exempt from tax 
(2) The non-commercial organizations specified in paragraph (1) shall be exempt from tax in case they comply with the following 
requirements: 
a) Are registered or created according to the legislation, and the charter, regulations or another document specifies the types of 
activities performed by the non-commercial organization and its status of non-commercial organization, as well as an interdiction 
regarding the distribution of its income or property among members of the organization, founders or private persons, including in the 
process of reorganization and liquidation of the non-commercial organization; 
b) The entire income from the activities stipulated by the charter, regulations or another document is used for the purposes stipulated 
by the charter, regulations or another document; 
c) No part of property or income is used for the benefit of a member of the organization, a founder or a private person; 
d) Does not support a political party, electoral alliance or candidate to a position within public authorities and does not use any part of 
the income or property to finance them. 

xlvii Article 52. Non-commercial organizations exempt from tax 
(1) Non-commercial organizations exempt from tax can include: 

a) Institutions operating in the fields of health protection, education, science and culture; 
b) Societies of persons with visual, hearing and other disabilities, societies of veterans and other public associations, foundations, 
charities that deal exclusively with:  
- Provision of material support and free services to persons with disabilities, illnesses, lonely persons, orphans or children without 
parental care, families with many children, unemployed persons, persons that suffered from wars, natural calamities, environmental 
catastrophes, epidemics; 
- Activities related to human rights protection, education, gathering and promoting knowledge, health protection, provision of social 
aid to the population, culture, arts, amateur sports, liquidation of consequences of natural calamities, environmental protection and 
other fields for social benefit, according to the legislation on public associations and on foundations; 
c) Religious organizations, associations of entrepreneurs and farmers and other societies organized for the purpose of creating 
favorable conditions for realization and protection of interests related to production, technical, scientific, social and other common 
interests of business entities; 
d) Bars and unions of lawyers, unions and associations of notaries and notary chambers; 
e) Parties and other social-political organizations. 

xlviii Article 53¹. Enterprises established by societies of persons with visual, hearing and other disabilities 
Exemption from tax shall be granted to enterprises established for realization of statutory goals of societies of persons with visual, 
hearing and other disabilities. 
xlix Article 53². Savings and loans associations 

Tax exemption shall be granted to savings and loans associations. 
l Article 53³. Trade unions and employers’ organizations 

Trade unions and employers’ organizations shall be exempt from income tax. 
li Article 52. Non-commercial organizations exempt from tax 
(4) Organizations specified in paragraph (1) letter a), c), d) and e) shall be recognized as non-commercial and exempt from tax, if they 
comply with the provisions of this article, by decision of territorial fiscal bodies. The decision shall be issued on the basis of an 
application by authorized persons of the organization in question. The application shall enclose the charter, regulations or another 
document that includes provisions regarding obligations to comply with the requirements of this article, as well as the state registration 
certificate in case provided for by legislation. The authorized persons of the organizations in question, except for those newly 
established, shall also present the declaration stipulated by Article 83 paragraph (2) for previous periods of activity, but not more than 
for the last two fiscal years. Reason for refusal to recognize the organization as non-commercial and to grant exemption from tax shall 
be non-inclusion in the charter, regulations or another document of clauses regarding obligations to comply with the provisions of this 
Article or existence of fiscal obligations. Decision on recognition of an organization as non-commercial and on granting it exemption 



Resource Center for Human Rights (CReDO), www.CReDO.md  

Financial consolidation of civil society by introducing the mechanism of designation of a tax percentage to non-commercial 
organizations of public benefit 

 57

                                                                                                                                                       
from tax shall be adopted within 30 days from the date of presentation of documents specified by this paragraph. A copy of the 
decision shall be handed to the applicant within 3 days. 
(5) Organizations specified in paragraph (1) letter b) can be provisionally exempt from tax, in the modality stipulated in paragraph (4), 
upon decision of territorial fiscal bodies, until receipt of the state certificate according to the legislation on public associations and on 
foundations. The decision of the fiscal body on provisional exemption from tax cannot be adopted for a term longer than one year 
from the registration of organizations specified in paragraph (1) letter b). In case of refusal to grant the state certificate, the above-
mentioned organizations, for the period of provisional exemption, shall pay the tax in the generally established order. After receipt of 
the state certificate, basis for exemption from tax shall be the presence of the certificate in question and the decision of the 
Certification Commission, which shall submit to the Main State Fiscal Inspectorate under the Ministry of Finance the list of non-
commercial organizations upon which it adopted decisions on exemption from tax. 
lii Procedure established by the Government (Article 36(3) of the Fiscal Code) is unavailable to individuals, limited practice, 
Government Decision no. 489 of 04 May 1998, confirmation of donation in monetary and non-monetary form 
liii Article 53. Auxiliary business activities 

(1) An auxiliary business activity is any entrepreneurial activity of non-commercial organizations which does not entail 
exemption from tax according to Article 52. 
(2) Auxiliary business activities of the organizations mentioned in Article 52 paragraph (1) shall be deemed separate object of 
taxation, whose income shall be subject to tax payment at the rate stipulated by Article 15 letter b). 
(3) The income subject to tax payment from auxiliary business activities shall represent the gross income obtained by the 
organization from auxiliary business activities performed by it regularly, reduced by the amount of deductions allowed according 
to Chapter 3, which directly relate to the business activities in question. 

livFiscal Code, Article 112. Registration of taxable subjects 
(1) A subject that conducts entrepreneurial activity, except for public authorities, public institutions specified in Article 51, public and 
private health care institutions specified in Article 511, and holders of entrepreneurial patents, must register as payer of VAT if during 
any period of 12 consecutive months they delivered goods and services in the amount exceeding MDL 600,000, except for deliveries 
exempt from VAT. The subject must officially inform the State Fiscal Service, filling in the respective form, and register not later than 
the last day of the month when the threshold was exceeded. A subject is considered registered from the first day of the month 
following the one when the threshold was exceeded. 
(2) A subject conducting entrepreneurial activity has the right to register as payer of VAT if during any period of 12 consecutive 
months they performed taxable deliveries of goods and services (except imported) exceeding MDL 100,000, provided that buyers pay 
for these deliveries in the form of bank transfers to the bank accounts of the subject of entrepreneurial activity, opened at financial 
institutions having fiscal relations with the budget system of the Republic of Moldova. A subject is considered registered from the first 
day of the month following the one when the threshold was exceeded, of which fact they officially informed the State Fiscal Service 
and completed the respective form. 
(3) When registering a taxable subject, the State Fiscal Service must issue a duly approved registration certificate, indicating: 
a) The name and legal address of the taxable subject; 
b) The date of registration;  
c) The fiscal code of the taxable subject.  
(4) A subject conducting entrepreneurial activity and receiving import services, whose value, added to the value of deliveries of goods 
and services, during any 12 consecutive months, exceeds MDL 600,000, must register as payer of VAT in the manner stipulated by 
paragraph (1). 
 
lv Law on political parties,  Article 32 (1) This law shall come into force on the date of publication, except Article 28, which shall be 
applied from 1 July 2013 for parliamentary elections and from 1 July 2011 for local general elections. 
lvi Law on political parties, Article 25. Sources of funding for political parties. (1) Sources of funding for political parties are as follows: 
a) party membership fees; b) donations, including those collected during entertainment, cultural, sports or other mass events 
organized by the party; c) subventions from the state budget, according to this law and to the annual budget law; d) other legally 
obtained revenues, according to Article 24 paragraph (3). 
lvii Law on political parties, Article 24. Property of political parties.  ... (3) A political party is entitled to conduct publishing activity, 
activity directly related to the administration of its property, as well as other economic activity directly resulting from the goal 
stipulated in its charter. 
lviii Electoral Code, Article 37. State material support of electoral campaigns.  (1) The state grants interest free loans to electoral 
competitors.  (2) Loans from the state budget shall be received only through a financial agent appointed for this purpose by the 
electoral competitor. A financial agent can be an individual or legal entity registered at the Ministry of Finance, who is liable jointly 
with the electoral competitor that appointed him. (3) Loans received from the state shall be paid, fully or partially, by the state, 
depending on the total number of valid votes for the electoral competitor in the respective electoral district. The amount of money, 
determined by dividing the amount of loan by the number of voters who voted, and then multiplying the obtained result with the 
number of valid votes for the respective electoral competitor, shall be paid by the state. (4) Electoral competitors that obtained less 
than three percent of valid votes in the country or in the respective electoral districts, including independent candidates that were 
not elected, shall return the received loans to the state budget within 2 months after the end of voting. The other electoral 
competitors shall return the loans within 4 months. (5) In case an elected and validated mayor refuses to exercise his or her 
mandate, he or she shall return the expenses related to organization and realization of elections. 

lix Law on political parties, Article 46. Guaranteed rights of electoral competitors 
(1) Electoral competitors participate on equal basis in electoral campaigns, have equal rights in using mass media, including radio and 
television, financed from the budget. 
(2) All electoral competitors are offered equal possibilities in technical, material and financial support of the electoral campaign. 
(3) During an electoral campaign candidates have the right to be relieved of duties at their permanent work without maintaining the 
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salary. 
 (4) In case of parliamentary elections candidates have the right to free travel by any type of public transportation (except taxi) on the 
entire territory of the country, and in case of local elections this right can be exercised only within the respective electoral district. 

lx Law on political parties, Article 25. Sources of funding for political parties. ...(6) Public or private funding for political parties cannot 
have the purpose of limiting their independence. 
lxi Law on political parties, Article 5. State support for political parties. (1) In order to promote the quality in the exercise of 
governance, the state supports the development of political parties. For this purpose, this law and other normative acts establish legal 
mechanisms for the operation of political parties and their structures, as well as for funding parties and their structures from private 
sources and from the state budget.   (2) Discrimination of political parties when providing state support shall not be allowed.  (3) State 
support for political parties shall be provided only according to the law. 
lxii http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=327053 
Article 28. Funding of political parties from the state budget.  (1) Annual allocations from the state budget for funding political 
parties make 0.2% of the revenue forecast for the state budget in the corresponding year and are distributed as follows:     a) 50% - 
to political parties proportionally with the number of mandates obtained in parliamentary elections and validated at the moment of 
establishing the new composition of Parliament;    b) 50% - to political parties proportionally with the number of votes obtained in 
the local general elections, provided that they obtained not less than 50 mandates in the representative bodies of the 
administrative-territorial units of level two. 
lxiii http://lex.justice.md/index.php?action=view&view=doc&lang=1&id=327053 
Article 28. (6) Resources allocated for funding political parties shall be transferred to their accounts, in conditions and in proportions 
stipulated by paragraph (1), by the Central Electoral Commission, on the basis of data regarding the number of votes obtained by 
political parties. 
    (7) Allocations from the state budget shall be transferred monthly to the accounts of political parties, in equal amounts, during the 
entire year. 
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Article 28.  Funding for political parties from the state budget   
(2) Political parties lose the right to receive allocations from the state budget if:     
    a) Their activity was limited – during the entire time when their activity was limited;     
    b) They lose legal personality;   
    c) They violate the regulations on funding parties or provisions of paragraph (3);   
    d) They are in the process of liquidation. 
    (3) Political parties that during an electoral campaign exceeded the maximum expenditure threshold established by law, as well as 
parties that were funded with violation of legal provisions, lose their right to funding from the state budget. 
   (4) A political party that lost the right to funding from the state budget in consequence of exceeding the expenditure threshold for 
the electoral campaign or of violating the legal provisions on funding electoral campaigns can be restored to this right after the 
following elections, under conditions of paragraph (1). 
    (5) A political party that lost the right to funding from the state budget in consequence of violating the procedure of revenue 
collection is restored to this right after removing the irregularity that served as reason to suspend funding. 
  (8) In case a party lost the right to funding from the state budget according to this law, the transfer of respective amounts stops in 
the month following the one when the party lost this right. 
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 Article 29. Use of allocations from the state budget.  (2) Allocations from the state budget that are used for other purposes than 
those stipulated in paragraph (1) shall be returned to the state budget on the basis of a final decision of the Chisinau Court of 
Appeal. 
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Article 29. Use of allocations from the state budget 
(1) Allocations from the state budget shall be used, upon decision of the governing bodies of political parties, for the following 
purposes: a) maintenance of offices;  b) staff expenses;  c) expenses for the media and promotional materials;  d) expenses for 
travels in the country and abroad;  e) expenses for telecommunications;  f) expenses for organization of political activity;  g) 
expenses for receiving delegations from abroad;  h) payment of membership fees in international organizations in which parties 
participate;  i) investment in movable and immovable assets necessary for the parties’ activity;  j) expenses for protocol;  k) expenses 
for office supplies;  l) expenses for electoral campaigns. 
 


