Recent changes in the Romanian banking sector

Romanian banking sector is a sector in continuos development, both legislatively and operationally. The significant number of amendments to the banking legislation at the end of last year and during this year time, including to the Banking Law and to the statute of the National Bank of Romania (NBR) putting NBR in-line with the central banks of the member states of the European Union, as well as the change into the corporate structure of the big players on the Romanian banking market, show clearly that the aim is the harmonisation with the relevant European legislation and the implementation of the new concepts of corporate governance. 

The evolution of Banca Comerciala Romana (BCR) mirrors such trend. BCR privatisation process in which we acted as legal consultants of Daiwa Securities SMBC Europe Limited as advisor for the Romanian Government has successfully reached this year the completion of the first two steps of privatisation, by the sale of 25% plus two shares to the international financial institutions European Bank for Reconstruction and Development and the International Finance Corporation and the transfer of a share stake of 8% of BCR share capital to the BCR employees association. The fulfilment of all conditions precedent and the subsequent transfer of shares to the institutional investors took place in June 2004, followed by the completion of the employees’ transaction in July 2004.

BCR has now a complex shareholding structure, demanding and, in the same time, illustrating the implementation in the everyday activity of the largest bank in the Romanian banking sector of new principles of corporate governance. BCR has started to fully apply the separation of the supervisory functions from the management, executive functions and the allocation of larger decision-making powers to operational management. In line with the internal organizational policies of many banks in the European Union, BCR has put in place an internal audit and compliance committee and a compensation committee. Such corporate governance principles were captured in its corporate documents and the transfer of shares to the institutional investors has been conditioned on the effective functioning of such principles. 

BCR privatisation process witnessed the modifications within the banking regulatory framework, which have been reflected in the transaction related documents and implemented during all the phases of such privatisation process. 

The starting point of the legislative changes brought to the Banking Law consisted of explicit addition of new concepts, such as: credit institutions, financial institutions, electronic payments, issuers of electronic payment instruments, etc. The supervision of banks on a consolidated basis and in cooperation with the regulatory authorities from the countries of the parent companies, the changes in the regulations dealing with the prudential indicators and the calculation thereof, more detailed provisions on the banking secret allowing the provision of information for the purpose of a more efficient supervision of banks are meant to create a framework consistent with the regulations applicable at the EU level. The amendments brought to the banking legislation had mainly in view the improvement of the means of NBR with respect to prudential supervision of the banking sector, as well as the implementation of the provisions of certain European Directives.
At an operational level, the creation by a large number of banks of the Credit Bureau by putting together an information sharing mechanism in view of identifying and assessing credit risk and protecting creditors and credit market by reducing fraud and in the same time of giving, to a certain extent, consumers the possibility of taking benefit of a positive credit history, is worth to be mentioned. Further, to the same end, NBR has created specific norms to regulate the granting of consumer credits. 

In the context of the new legislative framework and the positive approach taken by the NBR towards cooperation with the corresponding authorities from the member states of EU, the operation of banking activities in Romania seems to follow a clear increasing trend.

