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PRIVATTZATION ASSISTANCE TO THE GOVERNMENT OF ROMANIA
DRAFT REPORT

[. REPORT SUMMARY

Development Alternatives Inc. (DAI), in conjunction with Deloitte & Touche, is pleased
to submit this report to the U.S. Agency for International Development in support of its
country objectives for Romania. Based on a 30 person-day work order for to assist the
Government of Romania (GOR) in developing and implementing a privatization
strategy, the team of Daniel Hogan (DAI) and Victor Felszegi (MNS) worked closely
with Romania’s National Agency for Privatization (NAP) to provide advice and
recommendations on the development of a comprehensive privatization strategy to
support the reform process.

As specified in the Scope of Work (SOW) (Attached as Appendix A), the team reported
directly to the NAP and worked closely with AID/Bucharest. Upon arriving and
assessing the rapid developments in the privatization and decentralization process, the
team (in conjunction with AID/Bucharest} determined that the importance and visibility
of the privatization process in the Romanian political and social arenas, the advanced
legal structure upon which the process is based, and the urgent desire of the AID
Representative Office to provide a timely response to NAP for assistance mandated a
focused and targeted program of privatization assistance. Thus, based upon assessment
of existing legal, fiscal and institutional frameworks and the policy and regulatory
reform process currently underway, the team has developed specific guidelines for
technical assistance in areas of high priority to the rapidly unfolding privatization

" process in Romania.

The in-country portion of this work order was executed from 22 October--1 November,
1991 by a team composed of two persons supplied by Development Alternatives, Inc.
(Washington, D.C.) and Multinational Strategies (New York, New York). During this
time, the team worked closely with NAP personnel, who were important sources of
information and interviews, especially Mr. Radu Emilian; indeed, the team’s schedule
was devised by the Agency. Throughout the work, it was clear to the team that NAP is
the focal point of privatization activities within the counrry.



II. BACKGROUND

Privatzation Framework

In the wake of the December 1989 revolution which effectively ended 45 years of
centralized decision-making, ownership, and control in Romania, the profound political
upheaval has revealed entrenched institutional, economic, and societal shortcomings.
Romania’s concerns are systemic and multisectoral: the transition to a market economy,
deprivation and poverty, rising unemployment, a legacy of fear, mistrust and isolation,
inflation, ecological destruction, shortages of basic human staples, and the staggering
challenge of entering into a global economy of advanced technology and world-class
markets.

Before 1990, few countries in the world had ever attempted to build a market economy
on the remains of an ineffective and mismanaged command economy. The present
conditions in Romania demand an unprecedented mobilization of management
capability, organizational development, and technical expertise. Industrial plants are
outmoded and run down; transportation barely functions; the agriculture sector is in
crisis; energy and food is in short supply. There is deep concern at the Ministerial level
that transition efforts will be so painful in the short term that, unless immediate,
tangible capitalist achievements are realized and disseminated to the public, the
Romanian citizenry will become quickly disillusioned with the new order.

Privatization has become the key element in the Romanian reform process, and the
vehicle by which the GOR intends to transform itself into a market economy. By virtue
of Law #15/1990 (Restructuring of State Owned Companies, July 1990) and Law
#54/1991 (Privatization Law, August 1991) the GOR committed to and created the
legal and operational structures that will result in the sale of some 6,000 state owned
enterprises over seven years commencing June 30, 1992. Law #15/1990 also states
that eligible Romanian citizens will receive, free of charge, nominal securities
representing in aggregate 30% of the nominal share capital of commercial companies.
Additional empowering legislation, covering Foreign Investment, establishment of Joint
Ventures, Tax Incentives, Agricultural Land Distribution, Foreign Exchange
Convertibility and Trade Standards, (relative law, as evidenced by artachments,
Appendix B) together with a strong Franco-Romanian body of jurisprudence, provide
the framework, should the appropriate assistance be found, ro begin the privatizatrion
process immediately.

As part of Law #15/1990 the National Agency for Privatization (NAP) was created.
Thus, the GOR has chosen to delegate responsibility for privatization activities to NAP;
it is through the agency that all privatization activities will be managed. NAP is also



responsible for the aforementioned transfer of 30% interest in commercial companies
into private hands.

NAP, legally incorporated and functionally independent, is headed by Mr. Adrian
Severin, (with the ministerial rank of Secretary of State) the former assistant to the
recently departed Director of NAP, Mr. Theodor Stolojan, who was named Prime
Minister during the month of September. NAP is a policy coordination and execution
body, whose sole function is to facilitate the privatization process. Senior and staff
management at NAP appear competent and committed to the process of economic
decenrtralization.

The work to be accomplished is vast, encompassing most rools and techniques of
modern financial engineering, agrarian reform, management disciplines and production
methods. Romanian technical resources are limited, and suffer from parochial practices
suited to the centralized, planned, socialist control that was in place over the last 45
years.

The privartization process and the work of NAP is important not only in economic terms,
but also in political ones. The commitment to a free market economy is made doubly
urgent by the continuing deterioration of the Romanian economy in general and the
stated political agenda of the government in power, scheduled to face free elections
next spring. Privatization, with concrete, understandable results and benefits for the
Romanian populace may well provide the bonds that will carry the GOR through the
current period of political change and economic uncertainty.

Agrarian Transition

Though the distribution of rural lands (outside of the former collective farms) in
Romania is some 80% complete, there remain a number of challenges which must be
overcome in order to stabilize the agrarian resources of the country, formerly known as
the “Breadbasket of Eastern Europe." As the privatization of agricultural lands
continues and the GOR’s role in agricultural production diminishes, the breakdown,
under the old regime, of efficient means of production, resource allocation, processing
and distribution is widely evident. Without improvement to the agrarian side of the
Romanian economy (in which some 40% of the population is engaged, utilizing some
60% of the land area, contributing approximately 20% of the GDP), the political
stability of the new governmental order is threatened, food security is at risk and a
significant percentage of the labor force is underemployed.

The SOW of this work order stipulated thart the team’s GOR counterparts were the staff
of NAP. As such, the focus of the team’s assessment efforts was in the industrial arena
and the vast needs to be mer within the scope of privatizing state-owned industrial
assets. There is no question, however, that significant work needs to be done in the



agriculture and agro-industry sectors, both of which are subject to their own, unique
forms of transition. An Agricuitural Assessment of Privatization Assistance is
recommended, with the following as areas to be explored:

s Prvatization of Collective Farms--Strategy development and identification of
targets for privatization in the production, processing and distribution sectors.

»  Establishment of Marketing and Input Cooperatives--Technology transfer and
enhancement of operations capability from U.S. agribusinesses and
associations; Strategy development for promotion of long-term investment
opportunities in Romanian agribusinesses; Development of local, regional,
urban and export markets for agricultural products.

*  Agro-Industry Development--Improvement in agricultural efficiency, product
diversity and modern farming methods; Strategic rescurce allocation to
enhance the ability of the Romanian population to feed irself.

Existing Donor Programs at NAP

As the team surveyed the technical assistance requirements of Romania’s privatization
process, plans were designed to fill specific niches in the framework of the GOR
Privatization Process. By assessing the work of other donors, the team ensured that
recommendations to AID would not be redundant with other assistance programs. At
present, NAP is receiving assistance from EC PHARE in the following areas:

*  NAP Organization and Management--DRT Europe

*  Valuation Models--DRT Europe

*+  Selection of Pilot Privatization Candidates--DRT Europe

*  Organization and Management of State Ownership and Private Ownership
Funds--Lazard Freres

*  Automation and Computerization of NAP--Volmack

*+  Automation and Computerization of State Ownership and Private Ownership
Funds--Volmack



[Il. RECOMMENDATIONS/RESULTS SUMMARY

In order to respond most effectively to both the immediate and longer term
requirements of the Romanian government’s privatizarion process, the team
recommends a two-phased action program supporting multi-sectoral privatization
objectives. Phase I provides an immediate assistance package to NAP critical to the
achievemnent of the objectives of the Pilot Privatization Program which will undertake
the sale of state assets of selected companies to be completed by June 30, 1992. Phase
II encompasses a medium- and long-term program for ongoing assistance to the process
of Romanian democratic and economic reforms as the privatization process unfclds.

PHASE I: IMMEDIATE ACTIONS

Phase [, Immediate Assistance to the Government of Romania, encompasses three action
areas which are critical to the progress of the privatization program. Sponsorship of
pilot privatizations will assist in the sale of state-owned enrerprises over the course of
the next six months and will provide for near-term capital infusion. Assistance in the
area of public relations and marketing for privatization television programiming will
result in maximization of the government-allocated air time to improve upon the public
understanding of the transition to marker economics. Resolution of land usage and
ownership issues for commercial companies will remove a major barrier to foreign
investment and serve as a catalyst for the development of real estate market
ransactions.

IMMEDIATE ACTION 1:
SPONSORSHIP OF PILOT PRIVATIZATIONS

Objective

To provide technical assistance for immediate implementation of the Privatization Law
by preparing for and executing the sale of selected state-owned commercial companies.

Background

The government has recently commenced a "pilot privatization" program, for 30 of the
6,000 commercial companies to be privatized. The list of available candidares for pilot
privatization was to be made public on November 15. (It appears at this time that all



or portions of this list will be made available to AID/Bucharest shortly.) It is
anticipated that these 30 companies will be above average in financial performance and
will be from a cross-section of industrial sectors, with likely candidates in food
processing, textile and apparel, footwear, furniture, wood products/timber. The GOR
target date for completion of the pilot program is June 30, 1992,

NAP fully realizes that it is impossible to meet the goals of the pilot program without
significant outside assistance. NAP has no expertise in company valuations, financial
analysis, accounting standards and practices, development of business plans, sale
methodologies, transaction strucruring, prospectus writing, documentation requirements
and transaction closings. Without assistance in these areas, it is unlikely that a
privatization candidate can be "packaged" and made saleable.

The selection of pilot privatization candidates to be sponsored by AID should be
focussed on industry sectors of strategic importance, including export development.
AID is well-positioned to voice its criteria for selection, perhaps choosing to "bundle”
certain companies with like characteristics in order to multiply the assistance funding
for this project to apply to a broader number of enterprises. It is for this reason that
the number of privatizations to be undertaken is herein not specified.

NAP has prepared preliminary Terms of Reference which are atrached as Appendix C.

To enhance the ability of NAP to direcr successfully the large number of privatizations
which will follow the pilot program, it is recommended that training be provided to the
staff of the Agency, based upon case studies of the pilot privatization candidates. In
this manner, it is envisioned thar the transaction process becomes institutionalized at

NAP, giving the Agency the ability to accelerate the privatization process using in-house
" TESOUICES.

Scope of Work ’
The pilot prvatizarion transaction team, in conjunction with NAP, will perform the
following duties:

1. Provide advice and recornmendations, for specific companies, on valuation,

sale price and sale methodology;

2. Prepare historical financial analysis and projected earnings and loss
statements;

3. Analyze environmental risks from operations;



10.

11.

Advise company management on transition to ownership;
Prepare business plan and prospectus;
Assist in selecting/marketing/preparing future owner(s);

Assess employment and production patterns, with recommendations for
improved efficiencies and restructuring, if necessary;

Assess range of business options that may result in recommendations for
alternative uses for company assets;

Provide advice and recommendations to potential employee investors/buyers;
Advise NAP on legal documentation and closing of sale;

Provide training materials, case studies, curriculum and instruction in
divestiture/investment finance.



Level of Effort

The contractor will provide 9 U.S. consultants who have the necessary expertise in the
following areas to implement each phase of the project. Total level of effort for the
project, based upon a six day work week, will be 474 person days toral, divided as

follows: -

Specialist

Transaction Team
Leader

Financial Analysts

Valuation Advisor

Transaction Marketing
Advisor

[ndustrial Engineer

Trainer/Curriculum
Specialist

Environmental Analyst

Attorney

Technical Skills ‘Time Allocation

Corporate Finance 16 weeks
Specialist '

bl
Credit Assessment/ 16 weeks
Spread Sheet/Lotus
Market, Historic, Book, 3 weeks

Cash Flow, NPV, Termina-
tion, Asset Value Expert

Internaticnal Marketplace 4 weeks
Transaction Knowledge

Production, Time and Motion 12 weeks
Methodologies
Training Needs Assessment/ 12 weeks

Financial Training
Methodologies/Preparation
of Case Studies

Company Environmental Audits/ 6 weeks
Risk Certification

Documentation and Closing 4 weeks



IMMEDIATE ACTION 2:
PUBLIC RELATIONS AND MARKETING
FOR PRIVATIZATION TELEVISION PROGRAMMING

Objective

To provide public relations assistance, via allocated time on Romanian television, to
communicate effectively the nature of transition to a market economy, and the
difficulties and rewards of said transition.

Background

The GOR has authorized NAP 1o utilize 30 minutes of air time per week on Romanian
television. They have been charged with. explaining to the Romanian population the
economic changes for which NAP has primary management responsibility, the
mechanics of a market econorny and the process of decentralization. It is expected that
the programming message will contain strong references to the benefits of ownership to
the citizens of Romania, as well as some of the difficulties 1o be expected in the short to
near term transition period.

The programming is envisioned as direcr and simple, with performers/instructors
trained to illustrate economic principles and market forces via clear examples, utilizing
simple stories, illustrations, graphics and visuals.

DRT Europe, as part of its general Public Relations responsibilities under their current
assistance contract, may provide input for the design of the television programs and the
topics to be covered. However, assistance for the preparation of scripts, visual
aids/graphics, the training of actors/instructors, along with general "message packaging”
skills are not yet completely funded.

NAP has prepared preliminary Terms of Reference which are artached as Appendix D.

Scope of Work

The public relations team, in conjunction with NAP and the Romanian National
Television Network, will perform the following duties:

1. Provide advice and recommendations to the production crews for the NAP
Television Program, detailing story lines, plots, visuals and graphics according



to the communications guidelines to be developed by DRT Europe and NAP;

2. Provide advice and recommendations on the enhancement of the visual
presentations and production values of the NAP Television Program,
emphasizing simple, direct communication, while simultaneously enhancing

the imporrtance of the message of economic reform;

3. Measure and report audience feedback, level of comprehension and confidence
in message being sent.

Level of Effort

The contractor will provide 4 U.S. consultants who have the necessary expertise in the
following areas to implement each phase of the project. Total level of effort for the
project, based upon as six day work week, will be 192 person days total, divided as

follows:

Specialist

Public Relations/
Marketing Advisor

Audio/Visual Artist

Script Writer

Educational TV
Specialist

Technical Skills

Extensive preparation of
ad campaigns, product
informarion campaigns,
message packaging and
dissemination

Television production

Production capabilities
for fact-based information
transmission

Production capabilities
in tailored-message
programming for specific
interest groups

10

Time Allocation

8 weeks

8 weeks

8 weeks

8 weeks



IMMEDIATE ACTION 3:
LAND USAGE/OWNERSHIP FOR COMMERCIAL COMPANIES

Objective

To provide the structural framework, based upon existing Romanian law, and, most
especially Law #15 of July 7, 1991, for publication of urban, municipal and regional
plans for land use and to publish guidelines for the authorization of urban land
certificates, the mechanism by which legal ownership of urban land, after adjudication,
if necessary, will be established.

Background

The process of land distribution and the assignment of ownership of land in urban areas
is at a standstill (though some 80% complete in the countryside.} The Institute of
Urbanism has been charged with making recommendations on commercial land usage
and its return to commercial companies from the stare, as well as making
recommendations for land to be retained by local municipalities and counties for the
public good. Little, if no progress has been made, though the legal framework for land
transfer is in place. The sorting out of what belongs to whom, without benefit or
knowledge of precedents for procedures which have been utilized in other parts of the
world, has overwhelmed the resources of the Insritute.

The implications for privatization of the continuing lack of clarity regarding land are

- negative. It appears unlikely that a foreign investor {and, 1o a lesser extent, a
Romanian investor), would not perceive as risky a negotiated sale which does not
convey complete title to the productive assets of an enterprise, including the land on
which it is built. Thus assistance is required to develop the means to clarify ownership,
transfer ownership into the proper private hands and devise compensartion schemes for
past owrners who will be denied access to land title.

Additionally, it would appear that, because land use questions are rarely resolved in a
timely manner, assistance will be required to develop possible representations,
warranties and/or guarantees that the GOR might wish to offer in order to induce a
purchaser to proceed with a transaction, even though transfer of land ownership may
be concluded at a later date,

Scope of Work

The urban planning/commercial land use team, in conjunction with NAP and the
Institute of Urbanism, will perform the following duties:
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1. Review existing legal framework for the transfer of land ownership in urban
areas, providing recommendations for clarification of ownership and transfer
of land assets specifically for to-be-divested state-owned companies;

2. Establish standards and procedures for preparation of sound title instruments
to be utilized in conjunction with state divestments;

3. Assist in the development of parameters for the establishment of land leasing
practices, including legal, contracrual and financial aspects of developing a
lease contract for land and buildings;

4. Devise interim procedures (representations, wartranties, guarantees) to be
followed by state authorities to ensure that land ownership and usage conflicts
do not impede the Pilot Privarization Program;

5. Provide assistance in establishing market valuations for real estate parcels;
such valuations to be applied to the development of a compensation scheme

for bona fide claimants of lands 1o be privatized;

6. Prepare initial environmental impact assessment of selected privatization sites.

Level of Effort

The contractor will provide 6 U.S. consultants who have the necessary expertise in the
following areas to implement each phase of the project. Total level of effort for the
project, based upon a six day work week, will be 192 person days, divided as follows:

Specialist Technical Skilis

Time
Allocation
Urban Planner Urban Economics, Land 6 weeks
Distribution and Usage
Surveyor - Land Titling and Cadastral 6 weeks
Assessment Surveying
Real Estate Analyst Market Valuations, & weeks
Real Estate Comparatives
Real Estate Appraiser Urban Appraisal 4 weeks
Certification
Environmental Analyst Environmental Impact  ~ 6 weeks
Assessment Surveys
}}ttomey Real Estate Law 4 weeks

12



RECOMMENDED PRIVATIZATION ASSISTANCE:

Action

IMMEDIATE ACTIONS

GOR Counterpart

Expected Results

PIL.OT PRIVATIZATIONS

NAP/Ministry of

Sale of State-Owned Enterprises

Industry *  Near Term Capital [nfusion
PUBLIC RELATIONS/MARKETING FOR NAP * 6 Hours of Television Air Time
PRIVATIZATION TELEVISION +  Communication of Market Principles
PROGRAMMING «  Public Understanding of Transition
LAND USAGE/OWNERSHIP POLICY FOR NAP/Institute * Removal of Major Barriers to Foreign

COMMERCIAL COMPANIES

of Urbanism

Investment

Establishment of Land Use Policies
Catalyst for Development of Real Estate
Market Transactions

MEDIUM AND LONG TERM ACTIONS

Action

GOR
Counterpart

[Fvpected Results

DESIGN, MOBILIZATION, GOR * Multi-program Designs for Sustained
INPLEMENTATION STRATEGY Privatization Interventions
PRIVATIZATION INTERVENTIONS:
* Management/Tinancial Training NAP « Improved Privatization Management Capacity
» Catalyst for Transition 10 Market Economy
*  Privatization Task Force NAP/Privatized + Privatization Suppoert to Respond to
Company Managerial, Administrative, Financial, or
Personnel Transition
«  Privatization Priorities/Comparative NAP/Min of + [Establishment of Privatization Priorities,
Advantages of Selected Sectors/ Industry Implementation Strategy by Secior/Industry
Industries » Ellective Marketing ol Investment Climate
* Daia Base for NAP/Ministerial Personnel
+ Investment Promotion Advisor NAP * Increased Participation of Foreign Investors

Improved Investor Relations

* Foreign Investment Advisor

Romanian Devt
Agency

Capital Infusions by New Participants in
Romanian Economy

*  Export Promotion Advisor

Ministry of
Fareign Trade

Improved Competition on Regional,
European. and Global Levels

SME DEVELOPMENT STRATEGY

NAP/
SME Institute

Increase in Successful SME Start-ups
Increased in Credit/Banking Services
Increased Emplovment within Private Sector

AGRICULTURE AND TIIE
ENVIRONMENT

Ministrv of
Agriculiure

Integration of Production Objectives within
Private Secior

LANDS FOR STATE STEWARDSHIP

NAP/Instiiuie
of Urhanism

Establishment of Land Usage Policies
Preparation ol Critical Lands Inventory
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PHASE II: MEDIUM AND LONG TERM ACTIONS

Phase II of the Privatization Assistance package will entail a comprehensive package of
assistance, designed to reinforce measures to date, and provide a coherent base upon
which privatization measures can proceed in an orderly, well-integrated. and self-
sustaining manner. As an initial step, the medium range assistance package will provide
a detailed design, mobilization, and implementation strategy for multi-faceted assistance
interventions. A second component of medium and long-term assistance entails the
provision of technical assistance to the National Agency for Privatization, the Romanian

Development Agency, and the Ministry of Trade. Specifically, the areas of greatest need
include the following:

* Management/Financial Training at NAP to promote management excellence at
NAP and catalyze the positive changes toward a market economy;

* Privatization Transition Support through a Management and Support Task Force,
capable of responding to managerial, administrative, financial or personnel
difficuities of companies in transition;

+ Evaluation of Privatization Priorities through Comparative Advantage Studies of
Selected Sectors and Industries to establish the basis for medium and long-term
privatization planning, provide accurate and well-targeted information to-investors,

and to set up a data base of industrial information for use by NAP and Ministerial
Personnel;

* Investment Promotion Advisor at NAP who will assist the agency in the promotion
of increased awareness and participation of off-shore investors and facilitate
improved investor relations;

* Foreign Investment Advisor at Romanian Development Agency who will expedite

progress toward the realization of capital infusions by new participants in the
Romanian economy;

* Export Promotion Advisor at Ministry of Foreign Trade who will assist the
Ministry in improving Romania’s ability to compete on the regional, European.
and global levels.

In addition. the medium- and long-term program would incorporate a component
dedicated to assisting the Small and Medium Enterprise Sector. focusing on increasing
the number of successful start-ups, facilitating the provision of credit and banking
services. and, optimally, providing increased emplovment opportunities within the private
sector.

14



In the area of Agriculture and the Environment, the goal of assistance will be the
integration of production objectives with protection of natural resources. Additionally,
technical advisory services will assist m the establishment of Land Usage Policies for
those lands retained under state stewardship.

MEDIUM AND LONG TERM ACTION 1:
DESIGN, MOBILIZATION AND IMPLEMENTATION STRATEGY

The primary objective of this initial phase will be to analyze, develop. and document
detailed technical assistance execution strategies for the privatization assistance areas
targeted by the medium and long term strategy as listed below, #°s 2, 3, 4 and 5. These -
activities will be designed and coordinated recognizing the primary role of NAP in the
privatization process. The design team will plan managerial and administrative
mechanisms for delivery of services, develop reporting, coordination and administrative
aspects of defined assistance programs. and prepare terms of reference. level of effort
and budgets for short, medium and long-term technical advisors.

Deliverabies

Specific programmatic outputs of the design phase will include the following:

* Multi-program designs for sustained privatization advisory services for key
governmental and emerging non-governmental institutions

* Design assistance to the local AID Representative Office and the Mission Office
in Washington. D.C. for the development of a programmatic approach for AID
Romania

* Terms of Reference

+ Level of Effort

+ Cost Analyses and Budgets

* Implementation Plans

* Oral Briefings to AID Romania and Washington

* Final Reports

15



MEDIUM AND LONG TERM ACTION 2:
PRIVATIZATION DISCIPLINES

Component A: Management/Financial Training at NAP
Objective

To create management excellence at NAP, recognizing that one of the cructal elements in
the drive toward private enterprise is the generation cf positive change directed by
trained business professionals.

Description of Praoject

The level of in-house expertise in the standard disciplines of management and finance is
poor, largely due to Romania’s isolation during the second haif of the last regime and the
resulting lack of use of standard Western practices. NAP, as a visible institution having
regular contacts with the international business community, is weli placed to serve as a
focal point for the development of managerial and financial skills which would be
applicable to the immediate needs of privatization as well as ionger term industrial
restructuring requirements. NAP would serve as an excellent vehicle for the
development of a multi-year management training strategy to address the key human
resource constraints in the country’s transition from a command to a market economy.

"It is clear that the success of the reform effort will depend on the professionalism and
skill of management from many sectors of Romanian society. However, the mandate
now entrusted to NAP underscores the need for transterring the highest level of banking,
credit. transactional, regulatory, auditing and administrative skills to the personnel of the
Agency. A sound recommendation would be the institutionalization of a typical U.S.
undergraduate course in Money and Banking as a start, followed by summary skill
courses in basic management and financial disciplines. It is envisioned that the case
studies which will emerge from the Pilot Privatization Program mentioned above will
form an integral part of the longer term training effort.

16
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Component B: Privatization Transition Support
Objective

To provide a transition management and support task force, in conjunction with selected
local resources. as a crucial element in the privatization process. The task force would
deliver assistance for commercial companies experiencing managerial, administrative.
financial or personnel difficulties.

Description of Project

As the pace of privatization in Romania quickens, along with demanding social and
political expectations for results and market development, the commercial companies of
Romania are left vulnerable to market pressures heretofore unknown. Lack of
managerial skills and the inability to perform basic cost and efficiency analyses are all
signjticant shortcomings of the present system. The privatization process will serve to
highlight these deficiencies under the scrutiny of potential investors.

In addition to a lack of managerial skill. businesses will frequently face major downsizing
and/or redeployment of assets. difficult decisions requiring strategic planning and business
acumen. It is conceivable that finding managers capable of recognizing the new set of
managerial challenges associated with privatization and making the hard decisions that
will emerge from the transition to private hands will be nearly impossible.

In addition to these infrastructure deficiencies, there are no organized external private
resources capable of dealing with either management and organizational problems, or the
backlog and demands of restructuring that will be created by the privatization process.
Firms will be called upon to make -decisions as diverse as market and export planning to
allocation of scarce capital resources to alternative production systems and adaptation of
standard accounting practices. Present levels of local expertise are not sufticient for the
execution of these types of tasks.

While long term market forces will dictate adjustment policies for businesses in transition,
there are grave social and political risks associated with traditional market responses to
ailing businesses, 1.¢. business failures, unemployment, negative economic growth, lost
foreign exchange revenues, etc, The GOR cannot afford to permit the privatization
process to appear to be destabilizing,

The solution to this need for transition management and an organized response to
change is a transition support task force. Transition support includes all of the functions
included in business planning and development with the added dimension of urgency.
Services would include turnaround/workout management, financial management and
balance sheet restructuring, asset valuation, strategic planning and business management

17



consulting. The results of this approach wiil be stabilization of the productive assets and
managerial capacity of the businesses in transition to private ownership.

Component C: Privatization PrioritiesfComparative Advantage Studies Selected
Sectors/Industries

Objective

To create a unified system of data designed to assist the GOR to allocate properly
privatization resources, establish correctly privatization priorities and market effectively
the resource base of Romania to potential investors.

Description of Project

A common theme during conversations with officiais ¢f NAP and various Minjstries is
frustration with the lack of informatjon to determine whether resources are being
deployed in the most efficient manner. There is but a limited understanding of whether
or not Romaria 1s exploiting, to the best of its ability, those resources and opportunities
most efficiently produced by the overall Romanian economic and resource landscape.

Poor information is a common problem due to lack of standardized reporting, ineffective
data collection, fragmentation of responsible data reporting points, lack of analytical
capability and the prevalence of "managed"” statistics. A frequently expressed need is a
plan for privatization priorities based upon verifiable comparative advantage information.

The need for this type of assistance arises for a number of other reasons as well: the
education of NAP personnel, members of Parliament and staff at related Ministries;
establishment of an information base for potential investors, foreign and domestic;
establishment of an information base for emerging trade and credit institutions: and
creation of a data base for the State Ownership Fund, which will have jurisdiction and
decision making ability over distribution of funds for industrial restructuring.

From an economic standpoint it is easy to understand that given limited resources not all
sectors can receive the financial and advisory support necessary for successtful
privatization, nor would it be in the best interests cf AID to attempt to provide such a
broad base of assistance. It also follows that certain sectors or businesses will have a
greater influence on the economic growth potential in employment and export genéeration
than others. Thus, it is with the utmost care that the Sectors and Industries be selected.
The following comparative data may contribute to the selection criteria:

18



DISTRIBUTION OF ENTERPRISE ACTIVITY BY S1ZE
{Grouped by # of Enterprises and # of Employees per category)

NUMBER OF ENTERPRISES
- Total Repubiizn Local Coops
Enterprise size 2,102 1474 67 361
Up to 200 employees 141 88 16 37
201-500 employces 395 202 10 183
301-1000 emplovees 491 245 6 240
1001-2000 employees 471 365 17 §9
2001-3000 emplovees 263 237 13 11
3001-5000 employees 197 193 3 1
5000-up emplovees 144 144 _ - -
NUMBER OF EMPLOYEES
Total Republican Local Coops
Enterprise size 3.690,211 3.245,617 80.285 364,309
Up to 200 employees 18,185 11,379 2.136 4.670
201-500 emplovees 133,082 65,758 2,545 64.779
501-1000 employees 341,450 174,807 4,965 161,678
1001-2000 employees 627,856 496,239 25,786 105,831
2001-3000 employees 615,912 556.946 34,897 24,069 )
3001-5000 employees 739,714 726,676 9,956 3.082
5000-up 1,213,615 1,213,615 -- -
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'1989 ROMANIAN GNP BY BRANCHES
In Percentage Contribution to GNP

Energy 29.7
Mining 9.9
Machinery 321
Chemicals 11.6
Building Materials 3.2
Forest Products 6.2
Glass 1.1
Textiles & Apparel 12.9
Printing 0.2
Food 5.3
Other 1.9

1990 ROMANIAN GNP BY SECTORS
In Percentage Conrribution to GNP

Agriculture 21.6
Forestry 0.3
Construction 6.3
Transportation 9.0
Communications 0.9
Trade 6.5
Other material prod. 1.9
Housing 5.4
Communal Services 5.6
Other non-govt svcs. 1.9
Government 6.4
Education & Culture 2.2
Science & Research 1.1
Health & Welfare 1.7
Admin., Justice 0.3
Military Personnel 1.0
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The proposed studies would concentrate on outlining the comparative advantages of
particular sectors, potential for export, statistics as to size, value, number of participants,
need for rehabilitation and restructuring and capital requirements. Furthermore, the
development of these Sector/Industry profiles would enable AID to formulate its
programmatic objectives vis a vis selected industrial sectors, and give the Representative
office the possibility of exploring locally various levels of assistance within a specific
industry framework. Finally, it is conceivable that, upon completion of a certain number
of studies, from which a profile of privatization priorities and comparative advantages
emerges, AID might wish to organize a conference for NAP and Ministerial personnel,
investors (foreign and domestic) and such organizations as the Romanian-American
Chamber of Commerce to elucidate the findings of this project.

Component D: Investment Promotion Advisor/NAP
Objective

To provide promotional assistance, aimed at sources of foreign capital for Romanan
enterprises, including identifying and cultivating potential investors, disseminating
financial and managerial information and marketing Romanian investment opportunities.
The Advisor would also serve as a resource to NAP in pauging outside attitudes toward
and awareness of investment options, establishing/maintaining investor confidence and
providing feedback regarding foreign perceptions of NAP. The role of this advisor will
also include that of coordinator of other foreign capital driven assistance. such as E)
Foreign Investment Advisor/Romanian Development Agency and F) Export Promotion
Advisor/ Ministry of Foreign Trade.

Description of Project

The marketing effort which need be undertaken by NAP for the sale of the vast array of
companies seeking new sources of capital, technology and managerial expertise is
unprecedented. Romanian business contacts outside of the country, especially with the
West, have been fragile, with corresponding lack of knowledge in business circles outside
of Romania which may well be attracted to investing in the country, NAP recognizes the
need for broadening the scope of its activities to include sustained relationships with
potential foreign investors; in-house expertise in this area is lacking.

As the identification of the pilot privatization candidates continues, it would seem wise to
capitalize on the momentum which may well build following the sale of some of the early
commercial companies. The Advisor would be responsible for the preparation of
marketing plans, based on the initial outcome of the Pilot Privatization Program that
includes detailed tactical advice on steps NAP could take to continue to stimulate foreign
investment, ranging from communrication of currently unrecognized oprtions to investment
conferences or seminars designed to create confidence in local industry. based upon an
emerging track record.
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In conjunction with the Comparative Advantage Studies mentioned herein, the
Investment Promotion Advisor would be responsible for assisting NAP in targeting those
industries where investment is most needed/wanted, matched to those outside investors
with sufficient capital and know-how to participate. Thus, the approach envisioned for
this project is not one of "image" for the outside world, but rather the development of a
concrete, quantifiable marketing strategy for selected assets to be sold.

Component E: Foreign Investment Advisor/Romanian Development Agency

Objective

To provide international capital markets and transactional expertise to the Romanian
Development Agency to assist in the often complex decision making process pertaining to
the risk/reward parameters of Direct Foreign Investment.

Description of Project

The Romanian Development Agency (ARD) was established by government decree in
March, 1991, following the reorganization of the former Romanian Agency for the
Promotion of Foreign Investment and Economic Assistance. [t is a fully independent
legal entity and functions as a public institution. Its primary objective is to assist the
GOR in defining and directing policy measures that relate to economic development
based upon foreign capital; it is the promotional arm of the GOR in attempting to attract
foreign investment. An additional responsibility is the processing of applications for the
establishment of local companies, and the granting of business licenses.

ARD is currently flooded with requests from foreign companies to establish joint
ventures, open manufacturing plants, provide international telecommunications
improvements/access and general informational inquiries. The Agency is understatfed,
and ill-prepared to assess incoming proposals for their cost-effectiveness, technical merit,
suitability for long term Romanian economic planning, or legitimacy. A dedicated
advisor, with broad knowledge of international transaction structuring, creation of joint
ventures and proposal writing/solicitation experience would be appropriate.

Three publications of ARD are attached as Appendix E.
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Component F: Export Promotion Advisor/Ministry of Foreign Trade
Objective

To provide the technical capacity required to compete and market effectively Romanian
exports to the global economy and to act as liaison between the Public Sector and the
emerging Private Sector.

Description of Project

The GOR wishes to expand its knowledge, ability and: capacity to export to European
and other markets. The Ministry requires assistance in understanding international
standards for exports, export credit guarantees and programs, developing an export
promotion strategy and pérfecting the regulatory framework that will ensure a successtul
export strategy.

Additional effort is required in what will become the major need of coordinating Public
Sector and Private Sector goals and objectives vis a vis Romaman exports. A major
focus of the advisor would be to tacilitate continual dialogue between the private sector
and its GOR counterparts. From the public side. policy issues that affect Romania’s
export competitiveness, including the country’s foreign exchange regime and trade
obstacles and the need for infrastructure support will be the focus. From the private
side. the Advisor will provide the means by which emerging entrepreneurs can influence
GOR business policy decisions, and act as-a clearinghouse for exporting firms desiring
technical assistance aimed at improving production and marketing.
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MEDIUM AND LONG TERM ACTION 3:
SMALL AND MEDIUM ENTERPRISE ASSESSMENT/STRATEGY

Objective

To improve the climate for SMEs doing business in Romania. while increasing the
capacjty of Romanian entrepreneurs, local institutions and the GOR to develop creative
responses to the emerging problems of SME’s.

Description of Project

In conjunction with the planned, gradual emergence of a new GOR institution aimed at
assisting newly formed privately-owned businesses. it would be worthwhile to consider
targeting the vast network of newly enfranchised entrepreneurs (170.000 business licenses
have been granted by the Romanian Development Agency over the last 12 months to
private companies) for assistance.

The SME sector, it is hoped, will absorb substantial numbers of the laborers to be
displaced as a result of the restructuring of large, inefficient state industries.  The effort
envisioned would work with the GOR. the SME Institute and local entrepreneurs to
assist them in creating a supportive environment for small business by removing obstacles
and developing free market institutions. The four key elements of the project would
be:

a) legail and regulatory framework/removal of barriers;

b) SME assessment. in terms of number of participants, industry concentrations. size.
age of business, quantification of revenue and profit generation capacity, origins of
proprietors and labor;

¢) financial needs of SMEs/barriers to the provision of financial and credit services;

d) industry-specific reform, focussing on problem resoiution in the areas of inputs,
production technology, distribution. marketing, financial reporting and accounting.

Assistance in this area would emphasize that it is vital that those concerned with small
business finance recognize that the interests of small business are best served by healthy
financial institutions that meet a wide variety of needs, without dependence upon external
tusions of capital. These needs are not limited 10 investment finance, but also include:
savings and deposit services: transaction support; access to foreign exchange mechanisms
and short term and overdratt credit. An assistance program would ideally reinforce a
shared understanding of the needs and aspirations of emerging free market proprietors
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ameng the small business community, banks, business representatives, outside investors,
potential export partners and the government.

MEDIUM AND LONG TERM ACTION 4:
AGRICULTURE AND THE ENVIRONMENT

Objective

Promote environmentally-sound agricultural practices which enhance Romania’s natural
comparative acdvantages in agricuitural production, i.e. reduced use of chemical inputs.
decreased energy input, limited waste production and increased reliance on
environmentally-friendly chemicals and methods.

Description of Project

Developing agricultural policy would ideally integrate production objectives with
protection of natural resources. As the transition to a market economy takes place. the
Romanian agricultural community will shift its focus from one based on production goals
to one dictated by the wants of the marketplace. This transition will also serve to
illustrate that past policies and actions of the centralist system resulted in negative
impacts upon the land and water resources of agrarian areas.

Romania would benefit from increased scientific exchange and the exchange of
information. Assistance from AID should be directed to strengthening the capacity of
GOR institutions and individuals and their ability to deal with environmental problems.
Assistance should include support for: data collection and publication. research and
training.
In general, the approach of an assistance program within this domain should be to mnvest
In preventative solutions to problems associated with agriculture and the environment,
rather than to be called upon to help resolve probiemns once they occur.
Specific areas which could be included for assistance are:

- Registration procedures for fertilizers and other crop input products;

- Waste handling procedures from animal feedlots;

+ NPS pollution and impacts on soils and water supplies:

- Detection of chemical residues in agricultural products.
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MEDIUM AND LONG TERM ACTION 5:
RETENTION OF LAND FOR STATE STEWARDSHIP

Objective

To provide assistance in the classification and establishment of policies regarding usage
of state lands.

Description of Project

As the GOR and its counties and municipalities struggle to determine the impact of
privatization on local levels of authority, 1t would appear to be an appropriate juncture at
which to assist the emergence of the role of the local development authorities. In
principle, they are to be empowered to develop, implement and pass judgement upon
local land usage issues, but are generally ill-prepared to do so. The Institute of
Urbanism, charged with aiding local authoriues, does not have the resources or
experience to properly manage the process.

1t would also appear that the timing is propitious for undertaking an assessment of which
lands should be retained under state, local, municipal, etc. stewardship. This type of
assistance would take the form of recommendations of specific land areas, according to
type. which are better left to some form of the public domain. Criteria and parameters

~ would be established for the Institute of Urbanism to classify certain lands, decide upon

Jurisdictional responstbilities and appropriate _usages. Consideration would be given to
establishing parameters for:

a) unique lands, to be retained for the public good;

b) vulnerable lands, to be protected from further destruction or to be avoided due to
natural unsuitability;

¢) degraded lands, to be improved or revamped. or for which the state may have to
indemnify previous private owners for damage; ‘

d) identification of potential Rights of Way and Eminent Domain, and review of legal
structure to avoid any State usage of land which could be construed as unlawful
expropriation.
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PERSONS CONTACTED DURING PRIVATIZATION ASSESSMENT
OCTOBER 22-NOVEMBER 1, 1991

National Agency for Privatization and the Development of Small and Medium
Enterprises (NAP)

Mr. Emilian Radu. Director General: Cooperation, Marketing and International
Relations

Ms. Dana Simione, Assistant to Mr. Radu

2-4 Strada Ministerutu

Tel: (0) 15-85-58

Fax: (0) 15-60-15

TIx: 11488 ANP-R

Mr. Doru Puiu Tiberiu. General Manager
Tel: (0) 15-07-55

Mr. Vierosanu Mircea, Director

Tel: (0) 15-88-76

Mr. Doru Colopeituc, Chief Counsel

Ministry of Industry

Mrs. Mariana Rosca
Deputy Director General
Research and Development
152-154 Calea Victorel
Bucharest

Tel: (0) 59-51-40

Tlx: 10640

Ms. Mariana Silvia Neicu
Counsellor

International Relations Division
Tel: (0) 50-50-20

Fax: (0) 50-30-29

Tlx: 11109

Mr. Voicu Horea

Director of Management and Legislation Division
Mining Department

36-38 Strada Mendeleev

Bucharest

Tel: (0) 59-44-41

Tix: 11 263
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Institute of Urbanism

Mr. Liviu lanasi
Architect
Urban and Regional Planning
General Director of Urban Planning Division
Agency of Urbanism
in the same building as NAP, Bucharest
Tel: (0) 14-35-67 or
(0) 15-02-00
Fax: (0) 13-01-17

Romanian Development Agency (RDA)

Ms. Diana Stefanescu, Investment Promation Officer

Mr. Adrian Ciobanu, Deputy Director of the Division of Agriculture. Infrastructure.
Environment and Regional Projects

Directorate General for Foreign Investment

7 Boulevard Magheru

Bucharest 70161

Tel: (0) 15-66-86

Fax: (0) 13-24-15

Virmar Import-Export S.R.L.

Mrs. Maria Valeanu, Director
23, Traian Vasile et. 2, Apt 19
78336 Bucharest

Tel: (0) 66-76-15

Fax: (0) 65-40-96

Home Tel: (0) 11-83-26

U.S. Agency for International Development
Mr. Richard Hough, AID Representative )
22, Boulevard Maghrebu, also known as Boulevard Balescu

5th Floor
Tel: (0) 152-642
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The American Embassy

Strada Tudor Arghezi 7-9

Tel: (0) 10-40-40

George Flowers, Chief of Economic Sector
David Salazar, Second Secretary

DRT International

Mr. Mike Hicks
Strada Turda 129
Sector 1

Tel: (0) 657-750

Touche Ross, Member of DRT International

Mr. Les Abbie
Third Floor--NAP Building
Tel: (0) 15-07-55

In London:

Peterborough Court

133 Fleet Street

London EC4A 2TR

Tel: (071) 936-3000

Fax: (071) 583-1198

Tkk: 884739 TRLNDN G

Inter-Europe, Societe Francaise de Consulting

Mr. Michel Angel
Administrateur General
46, Rue de Bievres
92140 Clamart, France
Tel: (1) 47-36-01-28

Piata Pacii # 2, Apt. 21
3400 Cluj, Romania
Tel: (95) 11-07-60

Washington State University Small Business Enterprises, sponsored by USAID
Mrs. Ramona Anderson
Resident at Hotel Minerva
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Appendix E

LIST OF APPENDICES

Scope of Work

Law [S/1990 - NAP

Pilot Privatization Scope of Work

Terms of Reference for Privatization Team

Two Publications of Romanian Development Team

b



\LF)

w

c3
o
LA

{4

ny

'h

=1

113

i

{2

=

L

(e}

w

A

L

Advisor will renort to the Mational Privatization Agency and wil,
he Toliowing Guties: )

Provide advice and reccmmendations on the process for devaiopment
and on the content of an appropriate and resaiistic orivatization
strategy for Romania.

brozd review of the legal, fFiscal, reguiatory
eworks which currently exist in the country
ons for paliicy and requiztory changss which
ing environment for privatization to take

Undertake zn initial
znd instituvional fr
and maxe recommendat
would create an enab
place.

am
H
|

tutional and crganizational arrangements

id be established to initiate and carry out

“ion process: identify sp:ct=|c

nin the GOR z=d officizls whe wouil play
Toa pri i ign pracess for Ln: coun

Identify possible insis
e GR which cou
e privatizz]
n";:‘ Wi
OpmER
griefly 2ssSess th2 currsnt inv
coiiaboration with appropriaie GOR officials mzke preliminary
recammendations on possibie sectors, subseciors and/or individual
SOEs wnich should be considered for =sarly privatizatien; ¢iven the
agrarian naturg of the sconomy, briefiy assass the status of the
collective farm system and make preiiminary recommendations and
identify prioritias for privatization actions in the agricuitiure
sactor.

ventory of SCEs in Romania ang in

With regard {c #4 above, make initial recommendations on
privatization methods which could be employed in Romania ana which
are appropriate for th2 current Romanian poiitical economy and
cdavelopment context.

Briefly assess. to the extent it exists, the private business sector
in Romania, uOLh rorT 21 and informal sectors, and idantify privaie
groups, or organizations of private individuals which could piay
substantive roles in the development and implementation of 2
privetization process in collaboratica with the GOR.

pnitial findings and recommendations flowing

ify follow -up privatization tasks ang write
rence {i.e. 1-2 typewritten pages or less as

s tasks which you reccommend be undertzxken over
towing the conclusion oF your assignment.

)

m -1

i

i
3 3
-

Ul ko

A
ch

our prancipal GOR counterpart
and (.11) A.1.D in Hasnwpy
T items ia = 092 ana
orad

Q

[ I =
=1

n:
b
1]
-
a
ot ]
[a]

(=]
< 0

0y —
e
e
5 =
(J -
- i 33

(OO S i 1 1Y)
1.
TIT~

s N
_—
)

Pl B}

s
.M g
4..')

iy -3

[ R TR |

b 4

_1*
]
3
n-
3
=3

LT I o B o
4y M

LY
[
-r e St O
~ Y ey K ke Y
1 i) T 03
IF Y
LRI L
[ TS 4]
opy {3000 (
-5 —
-«
) A 1=
[ Il |
23 -~y
=
e )0
M ct I
<
-3

YW
4

2

3]

et

1

[S R NI P v)

=ty €1 %
<rIr e
-4
£1 4y i 8
£
"]
[T S §
v <O
Y 4 T O
T QD
1Y -t
G N il

.
- r

ST o)
oWy

_s
.

1w (o

Vo ook

—_————— o, -

E]
a
n

Lo (1 T
=3

2w

0y oty

v

-3
e
_s
et
ir -
s ]
£y
(1]

.r
e
o
¢y

)

BEST AVAILABLE COPY

~



I:'I
m
T
i
it
]
il
(]

2
“he GCR would 1like to have an advisory tean in Romania on or
Taefore September 20, 1991,
Please call Mark Karns (202) 647-4568 or Ray Solen
1202} $47-7308 foxr claxificaticn ¢f any of the above guicdancse.
2. Bzckground
romania's economy is weakening at a alarming rate, even Ly Zast
Zurepean standards.  Indusirial cutput feil by 28% over tTha 12
SoNTR pariod from nmid-ie90 To mid-i39L. Major cauges wars energy
and raw meterial shortages, the end of guarantesd markebs wizthin
tieé faszern Bleck trading systen and growing labor unrest.
Foreign sxchange is also fast depleting, and with cutkbacks in
censuxmer subsidiss inflation is running at a rate in excess of
20% per meonth.
Reforas in the economy have stallad. Plans to privatize
governnant enter“rlses are going slowly, and the currenc proposal
mefore Farliamentc (CO gell-off 203 shares in governnent
enterprises) is viewed as inaceguate to attract investors dus to
Zear of continued government control.
Zffective privatizaticn advice to the Reomanizn Government is
viewed as nacessary to helping that government come to Tterms with
inhe need U2 create a more favorable pollicy environment Lo
zusiness.
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INVESTORS IN ROMANIA

Bucharesl, June 1991
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BEST AVAILABLE COFY

LAW ON STATE OWNED £,

ENTERPRIZE RESTRUSTURING
No.15

Chapter 1
General Provisions

Art.l Stale owned companics whalever their managerial hody is orgamzed andt
operate as aulonomous companies or commercial comparics, in conflormity with the
present Law’s pravisions.Also e state owned companies, goods or activities can be cither
conceded or rented with the ohservanee of the present Law's provisions,

Autpnomous companics and commercial companies may, in terms of the present Law, join
themselves into associatfons 10 accomplish productive and trade activities

Chapter 2
Aulonomus Companies

Art. 2 Autonomous companics arc organized and operate within the economy's
stralegic branches - armament industry, power industry, mining and natural gas exploitation,
mail system and tailway transports - as well as in other ficlds of aclivity established by the
Government, !

Art. 3 Autonomous companics arc logal persons and operate on the basis of
cconomic adniinistration and financial self-sufficicney. Autonomous companics of natianal
interest can be created by Governmeni decision or, for administration of local interest
operating in branches and fietds of activity mentioned in art 2, by decision of disirict or
wunicipal authority,

Artd The autonomous companics acl of establishment scts up the domain of activity,
patrimony, name and location.
Aulonomus compranics may set up their structure: plants, factorics, workshops, services,
braneh offices and other subunits meant o suppuort the objcet of activity. The establishment
procedure and the relations within autonomons company and with third partics are settied
hy the structure and operating regnlations, produced by the Board of Dircetors and ratified
by the institution with sel up that autonomous company,




AtC S The antanomans company is the owner of i s paliimony,
T escrerang s e of property, (e amonomons, company lreely possesses, uses and
despose s of the goads 1 ity pattimony or, by case, henefits from them with 8 view 1o
mplement the olyedtaves for witd h i has been set up
Hhe tamsler of the real estime belongng to the amtonomous conpanmes of the cons hision of
transactions under dispute with a value over 10 million teh, has to e done with the approval
af the charge Minsstry

Att 6 The incomes of the antonomouns company have to cover all expenses, including
interest rates, mvestments amorlization and eredits repayment, there has o he g jrrofit
oo The expenses may exceed ingomes oaly for seund reasons - especially for public mteres
waths and seruces - with the approval of the State Minsster for Heonomy af the propaosition
ol ihe Ministry mchatge and with the agvice of the Ministiy of Tinance, In soch cases, al the
same Line with the approval, will be cstablished the amount and sources of compensalions
T losses registered by the administeaton,

Art. 7 “the autonomous company draw up the anceal company’s budgel, the balance
sheet and profi and loss account on the palteras setup by the Minisiry of Finance 'The
annual balance sheet and profit and loss aecomt are approved by the Mmistry of Firance or
by the Binaneial departments were (he dtrtonomous company helongs
The halance sheet an profis aned lovses account of the mtonomous company of national
levelare published in the Momtorul Oficral of Romaasta, part HI and for the local intere st
Anfonomans company, the pablication 1s done m the tocal press,

At 8 Ot of the total revennes, after the payment of ¢xpenses, lhe aulonamous,
company larms atcl 1es 1ve and developments fund, provides, the NECCSSAry amannts to
cmwer sume socel. cultual and sport expenses, or to cover the tramning or retraining of the
personncl, as well as for incentives: pays the dutses, laxes, insurance and social fquolas aml
makes other paymentsstipulated by the Liw
‘The Board of Diredors can Jeuide upon the seltmg up of ather funds besides {hise
meutoned parig aph
The i ome shaie lelt after raining ity own (s and making the payments mentioned in [
paragraph, represents the ne prahit ol the autinomons, company 5 per cent ol this profin
weansed for settg up employee™ profit share fund, the rest being pad 1o the state Trudget
o1 ta the local adunnistation

ALY I the dircamstances that, withm one year, the antonomons company financial
tesolreds ol sullicient 1o cover curient cxpenses, (the mtononus Lompany may contract
financinl credns with the national Bank of Romami or ather hanks, 10 the amount of 2} per
cent ol the pross ingome repidtered i the Previous year,

“Tocover eventual deficns, the antogomons vompany may retsubsidies fropm state or local
trdpet an may contragt bankmg credits

Subsidhes are alloted and managed hy the Government or by Iocal state admmistration
withm the amounts stipulated in ther budgets, and, may he used only for the purposes they
were granted for

4

Art. 1 Lhe aulonemous company decides upon invesime s 1o be done, acconding,
tis its field of actraty, which are ngnced from ils awn resources, banking eredis, siate
hudget allocations or, by the case, from the loeal badget
Investments ervdits over 50 million lei can be abtained maccordance with the precedmp
approval of the State Minister Tor Economic Onentation

£

Art. 18 The receipts and payments of The astonomuous company are made through
accounts opened with the banks,

For catrent aegessities within the limits stipudated by the National Baak of Romama the
antorromons company may collect and effect payments in lei amd forewn currency, through
its own pay office.

Foreipn payments will be made through the Romanian Bank for Furetpn Fride or ol
hanks !

Art. 12 The board of diredors i in charge with the management of auiononsos
companies aml is fonmed of 7-15 persons, one being the manager, or gencral manager of the
administration
The Board of administration compulsary includes an official from the Mimstry ol Finance,
and, by the case, officials from the Ministry of Resources and Industry, the Mimsty of 1rade
and Tourism and from the competeat Manistry in charge The other members will be
appointed Irom the engineers, technicians, eeanomisls and qorists speciahzed in the field nl\
the respective antomaus cormpany
‘The Board of admmistration carries op s activilies i accordance with its own structuse
and vperating regulations and decides in all the problems concermmg the adminstraton’s
activity, excepting those which, in accondance 1o the Law, are under other boes’
competenee

Art. 1Y The Board of adminstration’s members:
) are apphinted for a4 year period, and half of them may be replaced every 2 years,
D) cannatacd 1in maore than two buatds of directors or they cannel participate in o
cenmmercinl company with which that autonomons company as business relation or mlerests
to the conlgy,
<) mamtain thor quality of the institution or wt where they are commy from and all (he
rights and dutics resulting, from this postrion,
d) e paicda salary establshed by the Bomd of Direcions for thei aclivily
Accordmg 1o Artide 12, the Board of Directars may lorward the praposition to replacean
madeguate member to the bady that appointed him

At 14 I the first month of cach year, the Board of Direclors makes a repint (o the
Mumistry in tharge or, by the case, to the loeal adminsstration, on the activity carried on by
the adnmimisttation in the previous year and on {he activily program tor the current year

Art. 15 The anlonomous campany's current activity is managed by a general
managet appomted by the Board of administration, with the advice of (he Minstry in charge
or,by the ease, of the local stale administeation manager
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Chapter §
1
Commercial Companies

Art. 16 Stale owned Compranies, excessnning those set up as autonomous Companics,
will be organized as Joint-stach or imited liabnlity ¢ ampames, under the teoms stipufated hy
“l( I aw

ArtA7 Econnuic ertenprises of sabonal micrest are organized as commerceial
compnnies by Gavernmenl decision, and those of local interest by decision of the local state
alministe g1ion

Artd8 The Act of Lstaldishmsent of the commercial company'’s will asstme (he
“aatuie of the Commercial ¢ ompany and will state:
a) company’s jucicheal form, ficld of activity, name aind headquarters;
b) invested nommal capitad, 11 structure and waty of forming;
W the passibality of takang over the assets and labilitics of the slate owned company
restructured as .t commercial company
O the basis of the Acl af Establsshment, the commercial company is registered with the
Chamber of Commeree and Indusiry This Adt is published in the Monitorul Oficiat of
Romania,

Art.19 The mventory of stale owned companies patnimony restructured as
commercial companies, as well as the evaluation and the determination of the commerel
company’s cagntal set np is s way,are done under the terms set up by the Goves nmem
decsion

Art.20 ndialky, nonunat caputal of the commerdjal companies that were sel up
according 1o Article 175 Tally owned by the Romantan state in shares and ety and
vouchers depencting on the legal form of the company and will be entirely depasited at the
sethmp up date,

The gonds repastered in the commerdal company’s patrumony are s owa, exeept those
acijued wih another tale

Art21°The commuraal vompanies set up under the present Law have an unigue
sharcholder wntil total or partiad Gansler of shares (o the third pasties from private or prublic
suctar, home ar abwowd, 1n ac cordance with the speaal legislaion,

Art 22 With a view (o prepaning, organizing and coordimating the transler ol shares,
the National Ape ney for Prvaization remg subordmated (o the Government i set up
Phe Agency competene i cstabhished by a4 speaal Faw amd by the present Law as well, and
ils orgarmzing structure will he et up by Government decasion

Art.23 The commercial companies set up under the present Eaw will Gansmit 1he
National Agency for Privatization securities cquivalent (o ) per cent from the amount of
the established nominal capital, within 30 dlays from their setting up

On the basis of these sceurities, the National Ageney for Privatizanon will msue noming
seeritics in value of 5 00 lei cach that will be loted equatly and liee of tharge 1o all the
Romanean citizens living in the country, beingover 18 years or belore Decenther 3, 1A,
Are exeepted persons sentenced o spectlalion, theh, robbery, deliberate destruction,
Trand, fraudulent sdministeation, abuse of trust commitied terthe pubhe or private property
detriment, speculation, murder, deliberate murder, pacticularly grievous murder, indeoent
assault, brabery, illegal arresting and abusive judicial investigation and ollnss, Againsl
peace and mankind,

The previous paragraph provisons are not applicd to those convicied for putlinnimg
agricodtural praducts, committed untl December 22, 1989,

The negatiation and transfer of the nominal sceurities by means of fepal papers coneluded
atong living persons will be posuble aficr a yedr from the present 1aw publication, only
among Romanian citizens hving in Roman, and exclusively through the National Agency
for Privatization all transactions without jts registration being aull and void,

Nominal seeuritics will be used by holders within the hae ol thew value to purchase shares
of commercial companses set up by 1he restructuring of the existent state owned vompanics,
in accordance with the special legislation

The Guovernment will forward (o the Parliament the prvatization program and the
principles of the process, with a view to find solutions based on economic ¢nteria and
depending on ¢ach economic seclor and unit spedificity, as well as the ereation of o
employees protective and preferential regime for the privatizing of the commereal
comprnics

The operation with sominal secursties are hable to a lper cent stamp duty

Art.24 State capilal commercial companics gave have (o draw up the ansnal revenues
and expenses budget, the batanee sheet and the profit and loss account, according to the
tegal provisions
The hatance sheet and profit and losses account will be published in the Montoru! Oficial
ol Romagia, part {11,

Chapter 4
Concession, Renting and Location
of Admiuisiration

Art.25 By Government dedision, al the proposition of the State Minister for Industry
and Trade, economic activities, publie SEPVICES, SOme itulonomorns companies, producive
units and state owned lands can be subject of Loncessions,

Concession is granted only by public action and on the condition that, by LONCLSSION, an
annual fixed income is guaranteed (o the State, at feast equal to the net average profif
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tcalised aner the st > veaes by opetatwe cahes sthe vanessoon s subped | or samilar ones
Fhes meome coulibn t Be dow o thaa the Natomal Bank s wstetest vt applicd o the
concessaon ~ estimatcd value esiablished Dnothe Genornmews s dediswon

Vhe puoducion inits ean b subpocl of conecssion satlioat e agrpranalal the sospaotive
T RDATRITANCRRT T ER DI W30 the Last . veans PHOETO CONECNSIHT, the aulomomons [SALUTRRALLY
vosenteid to st sbsadie

e cvaliitrenss sidd the accspiamee of b the atfess oot s dome by e National
Agroney ol Puivattation

AL27 The tonns ol sopport anel the comc s contiach wail comperee the dollowing,
prosision,
a) concession s nbpeet, .
By convessnn s dueation, which can be no dorger dhar 200years
y i propean o sorks o e carvied ot by e comessianane aad for wew
ety ntdal s et als,
) coneesaan proce ad pote aiabyovallies pouncatsn kol fream oo tion,
Vhtranster, ol ihe come essaan's Gl sbate, of ol conceded or qliire d povds i i||p, im
exisfe e of the comeession, nceesay lor us aperation, back 1o the owncre withoat any
obhigation,
1) teams of coneessron S bagvinge gk
) teris ol e Concessiom contract eqmeellion apd cangessionagne’s u':\pnuml'ihl\' mLase
of b o Lol caneclag,
WY comcnssmmaincs ospomataling b Lethogs to the obliganeon provided by the tenms of
supiply,
1) Gt st ey sty control pors
ULONOme Mulll.[l_\'u'|,1u'\'.'ut'.\l.|u-1_
i othor abligatsons relatee prthe conee saion s obyog

1ed by Mimstry o Fiangc and i chaign

At 28 {he comtrol inr concessonane™s ohacevance of the teims ol sopphy and the
obhpations assumod by the concesaom contract s ceted o b the Natoaal Agones hia
Prnanation

Art 29 subs oncesaon may appon o i loche Gosernanesit apposal, seante d at the
propostizen of e National Aoyt Fmazation

Art A0 S o] vt nan B sabiject oo s stal ot Bysed o thie
Coonernment appronal o, P ther case, of Hhe shade Tocal adnomedy abion

AEY The renta! cemtract sy eonchwded onau b Bases ambwdl mclude s
sk by s e e espioatdant ef the rented soods ik condance swrth iy speedicine
Phe vental comtracs nwas be cone buded wileany Jepad or nataead proeson of Raananian o
fore g onggon b the state bndy that mamag s Biose poess,

AL 32 The anfononisis Companu s of commut il companies may condinde, with
Romaman o loseger natiral or loeal posons, conteacts o esmnge ahmmisteadon locaton,
Tor cco o plis o ke and othice o Lated v conone abunds

o cal fetms comeeining the coneliston of tiese contiacts are approsod by G i nd
tledion

Chapler 5
Associalion and Free Compelition

AT 33 he antommons compinies and conm rcal companes gL assock e Lo
ot acates of manat mierest By s ivsoation st swill aot sesodt g nes el grocan el

the sebaiions betwedn pactoess wall by settbed by the assoctatron contrat

AL T he assoeiation conlract wall comprise e Tolowimg
&} Contipcting: pastics;
1) Joinat ccononne aclbdics,
Oy each party's contribution to the soitied point econonawinatn s,
el acdsaatsasts stom and LA Inent ey
o) muclaluty of destsbwtson the jom economic actnataes resalis,
1) reasons dor assoctation ceasing s desolutien modaliny ol disteduting the rosulis of the
Inguandation;
) any other necessary chinses Tor The asaonton abinity

AUCIS The autommous comgratnes and the Jully or pactally state owacb capnad mas
asseelate Chemmeves on with thitd Romanias or forogn bepgal or patural g, s onades 10
sed up oew Combnetoal companies

A3 Any agreoment of associabion decision hetseon commcrenal comrpani s o
agtonemous compames aml any conceted acson whieh nay distort the trace boeen
hrsingss igents and whose abyect or elfet s compeimon shistruction resticion or
distornon en abusive wae of g dommant pastion os e mahet or en oot ikl
share, are foplwdden ag folloswing
a1 seting and wnposmge deeectl onmducetly monepoly miud dumgang prsces v wiher unboyl
contecl bonms;

By Lt on cobtroliing producion, salcs, echnrea dovelapmest ar myestmgats

et hets asd supply sourccs shanmg,

Y inepesmg, the commercal partoens discrmunatony feems dor cqunadont podonnances,
pereratmg thos o disadvantape wocompetivion rehanons,

v) conddioning the conteacts comcuscn by pastoeis acecptanee of addatiosmal peoddornmee s
whieh, By therr comtent or aciorcdingt o comme el gsance, sy 110 o cbion wth i
abjeat o the tespecine contrints,

Fhe uolation ol inteedicions maationed at the parapraph Leonbiels e appleeatsosn of the
satit fon provided by v or ool T for achvaties ol oulesal $ome Gt

Activitivs of o buminess apent o ob a busmess ggenis groner who hold aomarken aod hase a
dinmant 1|n~\i£|.m| expiesatd by amonopoly o by arelesamt comuentnation of ¢ conoamn
powcr, b Lae as these aciniies muay abbedt the nonad macket perforonimnce nmdeor fre
competition wic forlndden
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AT Achonsat Law can by brouyh APl pracines and Lucts iestioncd in Arg e
W, by mtvietaod persomand by Low comt s ncurpe o sk them

ALCME A cenme s aangiation e sions and cond et d ACTOMS SHTPPOT Ty
producton™s imprese it and prduceomerhetmg promotion of 1 el Propiess,
improsement of Romanian paodicts, worba aml aivige s ¢ VIR TEN sy on lorcgn
matha s doonot vepros o unloyat ot Difian

AL Por Drmging into bl r ol presend baw™s provitons wlion s lling gy
commeroil companie s the Ciove rnom ng wiil proceved 1e restractinng o the state
awned compamies enicipriaes, froups gnreegate grongs, toasts and of other sinikae aors,
HPCLIUNE an autonomons compames sncise and Guane al adiiinstaton with wview (o
chminish Linpe cntcrprises” size and 10 1ame th b of Braness agents wlio are
presclucing, sumilog goods and poafor g e same hund ol wisths and services, For the locat
state vned compamics, e pros sions o parartapl Fare apphod by dhe Prefeds s otfiegs or
Fowrhiall o Bucharg o,

AT B state T the apht 1o perfonm eeommnne aetinaties thist will I enclusiely
tpanizad s state monapolies such motopabes and thein masagemont ae proniled for
ondon spueial By,

Chapler 6

ions

(xenieral Proy

ALl The aperating stiincture of the autonsmons companmes nd comerer rad
comprtes i cdublibed b then manapc sl bodi s 1 e peesonndd of the atonomons
compani s and comtorenal companics is emgracd Iy the gene ral managen on b the
manaec e P cnmplovecs keve ] s ot np T the maiee nal bodv of the atonomons
LMK il Comamerced compaames, ponchny anccducationat kovel and work

potonmances amdabscaving the Towesd sl provided by the 1w

M2 The amtomomamnes compames aied the comme ol « erppanie s, as Wl s the
LONCCssImaies il prctsans o Mg coarcd oy wndon e prosent 1awe teens, e
Bonmed tor prertonny them ac i observang legad pronisions, LTI covionment
protection and (o selltinance (s olycuing

ALY The activiy of the ainonomous compantes aid commercal compani s <an he
wdlncnced by the stare iomph ccomomee bovers s spcetabtorest rales redits state
ercde s sulndies, L s e due s,
Cammercal compamcs sot g oemdr 1 Prosenn b can be subsedivze d, on thy
Govcrament decsion, on g masimms [reanod of Uyeans, the sidwidy's sunvant besng rdwecadd
searly by 20 por ceot from the fnial sum
Stubsache s aie ned prantcd mecaw of hanhragptey

Artatd The autonomons compaes el commiwrogad tompuies entabdishe O gl
this | uw epdpe i borergn eade actvitics s o own netes Lo thin cond, ey Sl
arpanize specialized dy pavtments far expont, wpen, marhetmg and mahot resg
acinaties, compulaory conulling in advanee the Munisty of Trade and Fougjog

Artds The antonomons companicy and commerial o atkepanivs establishod i,y
this L aw hane the tpht 1o dispuste ol o Wper eent Yuota ol taoir dotoagn curpe iy
cmcone Beginming with 1999, 1 ey Ist, this ot will 1is Jo S0 AT
Hhe vcst ol the neign currency net income shall be exchanped o bej wal Remanaan 14 ak
ol Larcn Trade, w the xchanpe tate valid ar the date of the bank O an
Uhiddes this Avicke, the et meome IREMES FCCCIS out al espont et s st d i o of
nayments lor l'mpmh, CI)II!JIIISHilm\, tanes, duties nmed any ollr lnrr:;'_n LR ERITRWIRY (T (IVEN
invalved by the respective opetation,

ArLAb Forega corrency amonnds lelf of the hsprosal ol the above e ntro o g i o,
ARCIES e kept in special weonnns opencd on thei names with e Rovwmamat Band for
Foreim Prade, on wii ather banks which are locatcd in Romamig
The Kinstey of Trade and ‘T ougism may toeed Hie mport Iense negessany og i thi w
amounts of money only il poods miended io e imposted can b acequited amder compa Hing
eoms dram the domestic producton, and ji only st a decisiom s ncecssany fon badam ¢ nl
PAYIERTS Feasons,

Likewrse, The Minitry g reluse toossae o license Jon the esport ol poods required Lo 1l
dumestac produgion

AT AT Commerdial i bation AT GUEGIIIOIS Compratic s, [hose Whonge gt
owne e compames, s well is the robahons amuig them, o thaw bussed s the ne asd the St
wilbhe conductolin wceondam e wath i CORTACT O iy
Conirads con hided betwe¢on the ustness e ks, neentioned the st paaagrzph, sl b
fpovermed In the contiact sangnty princple and by v abations contaimed i the Ramaran
CnilCode and Romanian ¢ ‘ommd ol Code, with fhe ¢ MPIINS e ol Ironn
the prosent 1w

ArCAB Tan (e usnse sy relations among them and between them aind i thind Puiitios
the antanmomous companies and stage o ned companie s will e alile 1o e honge the pone
resulimp from e combined achon of demand and supply, (s P the case when on il
Tomuantem o ke tare mo0 s T three husimiess aacnts to marke L the Saemc prodact,
SRCHHIUI DL UV, exeephion o also made when praces are sulsadizod by the S
lofiowing a Gavernment de cmion In e Latter cases, the Gove ramem will Calalalinh (he
prices by ncpoiiom with the Busine o apeas

AEES The Romaman Bank lon [ T rade may orpanise ooy cinecngy
auchons at the ecguest of Dispness agens it an conlonmey wiliy lepyl LIRS INTITING MY
CIHteney ameatnts t y swant Lo nanshy VoSt pavnn ot in el to ot Busane ss g nts

ACCSIThe anlemimons compragtes, and state awned Companicos may Cone
contliacts on o for s, witly Torey cntiepioncues lor e syl ol Podee iy, on for 1l

v g Lo e T

BEST A VAILABLE cOPY

N2


http:show1.11
http:lln.Irewmailditanrint-Itl.11
http:lilrt*.of

wnphe e ntsfon ob vanons wot b or o rvnoes s the aimonntthey osnom Romana
cusieney tesale d bom the expentaian of e stmonds they onds 10 Ronang

ALESE Ay huid ol depiee s naplyase the wibosmmmons compasics on state amangf
vompante s ane sthipeededto the ol al Conee Pla aistonoiod comganie s arud

Comnmere bl comprintes muay alao seaort toarbateadion fod settlomeon

Chapler 7
Final asd Transitory Provisions

ArES2 Uind the Tult e calizatonn ol ccomonee oschanpescand the cimmation ol 1l
Jisteibution system, based an mdeealy Talinecs the state owned eoapiies e Boad
i ompleh the snppdy Dk sot up by the Ministry of Resourecs and Bachragry halances
1 the ahstohaton sysdemn bepe by bolds an okeess of controlled mmenods, I noy sell o
v the maehedal poces oveecdip the prirchas anes Tl kinel al apt tatssss shalt b
tantly notiled to the Manistey of Resomeesand bndusiey, The denominate el soappla
venled et o same woav el dhe Bosehonny sotihes i, belore conduadige the contiaet. that
D dx ot e st i pakim over the allotied quota
Forreduse the concdusion ol the contact by beabang e provisions of the presost anele
entals the ol pespensilndity of the auroaoaioans company os of the commierclat company

At 53T e groaeds Tl andes state osoneaship, as Cloverom szl buildinps, goaels
suanittd m e shate adamastration st stale rescrses aned oth os abibe, wall be
repantered weth thie State Kosonve s b panment i ducotly manapod by ahe institutions that
will use ifiom
The deeisions concernmg these roods wall e appeoved Dy the Bty of Prignce amb by
the Mty of Resources aned Tndustra, untess erheasw e pravadod by Ui

S Phe provisions ol he prose o by isesapphe to Compuenme s, corporanons,
trasdag poupes o sotepaiags and other simdar sttt set ape bancatacaomg o cconome
s, Base 0 on Cionve o nede o, b the date of the U asw publicatnen

WSS The eardent ctorprases aned e athe s oot it witiva sl statuiy
will e thon et e the amonommes comgrames aand coman roal campanes aee
e atesh wr cembarmuis wib e prosent 1w
Fhor patcanouy wadl be toansdenol to the nosdy oot ablishicd umts i accareanee with
Coonermae ot decmpons Tor cach cane

ARG T he poconee Lot the dissolood onterpmme s as we thas that ol 1 sade oo
Compames teattanized as adononons compancs and commercial ompanicos widl e taken
vt Dy e Loy smve s Wby porsonne Vhas T salaios nsoentitnd toraione e
etlerenee up o The Daste vad vy lose bt sen b Saaed e taees, el the sonienty boans by the
vasa sl Etonchs ponod The dithorenee ocborne byl stats budit

ALET The establislune ot ol the aitenomons Companie s god comar ol ot
i a vengdanice sl e presond Daw sl Gehe phace watlcecomomthes bomaa the alate i ooy
b elboe o oneept b the state agicaiturgd wnns, Tor whrch a9 montes ool s opnlacd
Al contracts, hoenses ot otle cdeads whesebs entorgaines, osbitrtaes datc sl
cotnpaie s a prark of these have boea pravatieed, comcodod o sontudadbor Db
1050 wilthe se esimmed maccordanee with dhe pross et Taw proviaom, Is i SMatsonal
Apency bin Povatization,

'R

AR e pausent bas comres mto cilect warling 0 days frona palbdn s i
Muonitonul Odicid of Romaam
Al the idlalteicnt of the tooms stpethaded ot A S 2 s et ook leowadb b i 0
fathows T aw No 5198 on the ongamzation sl aamape ment ol e state ovnbh sami b
ta their operation an the prnciple of workas” sl governig amd ot econanmie fin e al
sl management, §aw No 18R on concision and implems sbaton o coatnimn conia,
e Mo 0078 an G d assets and matersab reosonrees maeagententamd o echiead
matental supply, and ool othed pronsion o the vontiany

Al the pubbeation date ol the puesent Faw, theee well bealso o poalod e Gorcomnm at
decisions o estabishimient, organzaton and aperation i the domicstie tade of post stock
comm b comgrantes wancd of antovwomous Compaics, amd also the deosam o conageial
units privalizaiion or (o then manageoient snden thy systean ol Lenassion o ntandale
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COMPANY LAW
No. 31

Title |
1
Geueral Dispositions

) At AWV e vew toc oy i comimerefalactivaes, st ab aod bopal poosoas
ansts b and set ap eomme conl compueme o compdyime wah W procsaont Limoprovisions 1 he
comtun s tad compuetie s aooaae then Beaed ofince i Ronaia ae onvassan ol poraons

At 2 Uhe commmne caral compranees swall Beosol e one of (e todlowceng, e
a) penetal pantus sship, whose romacral obleatons are macantocd In te u.m dored
pattamione aned Ty adl s < jomt and s ve bl unbimted halility
1) Jennina ol pratng endips, whuose romstered ohleodons are praranteed e the e puntestad
trrinoan . aned by o aond seve tab and uabunded Jabuliy of all sotse pactng s the <o opanp
pantng s are habile ondy wptatie Tt of (i tow |, J
) Inaated pactiesstiagp dn shares whose repeac ol caprial s alnadod i sdaces sl owhos
reerste tird adrees ane poariante o Dy sepndored patomreay by ondoead aod o and
seseral lighrhty ot s actne oo, the =Yoo pratnces are biabte ony ton the povam at
ol thop sqoch
) point stoch oy shoea toer cred odnhiee s ane eiiaranived I reerorcd patimem
the sl hoddle s ey bbb cnhy ben e poovment o doou el I
C e Tdadees sonspans s o B alshee steme e e b noeegond
Pt e e oot ane Sobbe onde bar te pavon ot al thoas voe dercd poae,

Title 2
\ ] .
Sciting up (he companies

(liapier |
General and Kimiled Partnerships

At t e poteeal partne redipon i Lot Pttt sshap s sct pp g eompons

conteatd sondudod fnauthe ntic form, T confiat muet Lontain

at et andd mame o assncates donomnation, thiets dansae s o hembidbiee o)
ity nshepros bl fomniliry;

Comppany s oo, Jenonpnation o haadodlree:

oy 5 abjecings

topists ted caputal, s tibed
contnbntion, i Casi o olhcr rsets, v e g thon] ol asse ssew at, a0 wa lbas the date o
Pre complete dopasat of The sabracnletd repastes el capmaly

the share holdcrs e charpe wil the company™ st abion and tojrosentdum
Lt the Tmats ol t i pove s,

e ac b tsenn 1t s Sape nlpendu aned loss,

phaces i e cotntey and abpead whese the campam s b bes ar substdus s an

and duposate d Ingme nhonung e Toslrgs Basbodon +

Lo,
Jupgatnen 0] the Componmy,
warys ol diarbiion el hu[lln‘.mm\ uf the vomprmy,

At Wt g peind ol I by o the aeithatic st abade Hi sttt am
any ol e assonnate s wibremsta the company contad with e connt watlus e boundbain -
o the distinet ol the company’™s ok lice
A gttt the e well verity e eandiniom, e nng pranied Bt band thenedll
orde s e ae fropastranon with the € oman ol Repmter and st e Preaal Atthaseds whi
e company s Beadathoe bodongis, s we s ats pobidicatson e Moniesal Qe wil
Fha comprant bocomgs g depad posan atartingrwath the e ol st with the
Commiercad Repstor The ropsterme s peadong Jdwith the conshinen ol
o the pubilication rcquestin the Rononl D s

o Iel e

frie e bl

M1 S Ehe compny sacesent il nes ane ol Te o 1enadu ot thers onmb e b
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Law
Alrer the expiation ol (he Penod stipulated 1o the iy parapraph ol s Artiele 14, (he
Prvate Ownership Fands shall e organized, through the effe ot of the Law, ilito general Law
JHDE SOCK camyranivn, of e metual tunds type
The persons that still gwn Certificates of Crwnership at the date of 1he commerdial
companics” organtzation stigmlated in Brataph 2 of this Artiele 14 shali hecome
shareholders m s companics. The Cerificates of Ownes shap will be deanstonmed ingo
share in such commerjal conpanies, and the shareholders shall decude ihe voting manner
that may be earried ouy ditectly, by mangdaie or by cotrespundence

ArtISEach Privale Owne shipr Fuene! ehall issite, under the condtion Provided by law,
free ol charge and on equal basis, to all Romanian citizens resident in Romania and aged 18
o older onor belore December 311990, Condicates of Ownership, that are secitics fn
bearer lrom with & nonsal value resulimg rom the 1 atio between the nominal capilal ol
wuh fund and the numiser of ehgille eitizens,
‘The Certificates, of Ownership represent an undeided interest of Romanag cizens in the
Priviste Ownershap Funds

ALLIGThe fist ol Romanian citens cligble o 1eceive Certilicates of Ownership chail
be prepared by NAP, i, collabonation with the country prefectures and the Town Hall of
Bucharest und wath 1l Ministiy of the Tntero,

ArLITThe NAT shall distribute the Cortificates of Cwaership with the assistane of
the Tocal bodics of the publc ackmumistraion
“The distrilmtion of the ¢ erlilicaies of Owneaship <hall be earried oul on the sunounced
date and place, published i e Otlreial Gasette of Romama, and made public theouph
mass-media, under the conditags designed by the NAP,

ArLABCeHlicates ol Ownership nat Cmed within 180 tays of 1he date announced
by thie NAP shall be Tor fened/fanmulld by the Privage Ownership Funds,

Art. 19 eriilicates ol Ovnership may e traced on the stock exeltange on (he terms
setlosth i the law cone ning the organizain amd lunetions of the stock eachange,

ALLZMn accardance with procedures developed by the Board of Directons of cach
Private Ownership Fond, Cor(ifiate, of Ownership may e exchanged ot shares of
Commercial Companies

Art2olders of Certficated of Ownesship shall have the Tollowing 1ighs:
a) lo receive anny,l dividends uneler the condilions and upon the dutes disignaicd by the
Privage Ewaership NMuns,
) to propose measures for improving cach Funel’s specific activity, o initiate e finaneial
control eaaricd o by cenaurers {auditors o 1o sk for replacement of the iembers of the

Boawd of Direetors, il it is justified, providmy that the proposals are supported by the
halders of af least 10,000 Certilicutes of Ownership; o -

¢) during a persod of five years from the ellective date of the I,:m'r, lnr‘ a llll‘llif:(l pcrmt. |‘n‘mr
I the commencement of a public offering of shares of Caommercial € ompatiics by the hll.lfc
Ownership Fund, to purchase such shases at a discownt of 10% 6 (he puldic olfering price,
m the fimit of the market value of the (‘crllﬁcn_lc-; that are held ] ) o e
d) 1o henc it of brokerage seivices lsom the private ()w’ncr.‘.hlp Funds in nr‘([u o uf 1
under manket comdition, the Certificates of Owncership futo shares of any Commereial
Company Lo be privutifcd;.

e) amy further righis established by Law for sharcholdedis

ange,

Art.22Cerlilicates of Ownership may not be translered 1o toreipn natut ol or tegal

peisons,

Chapter 3
Establishment and Organisatlon of
Stale Ownership Funds

Art.2¥3The State Ownership Fund is herehy established as a legal public
establishment of Commercial and fnancial nature,

Ar.24The State Ownership Fund shall imtially own 70% of the nommal sha e ';\p.;.ll

) | 1 ! a Q) o e .

of Commereral Compznies argamzed pursuant ( hapter 0 of Law nu.tlS/I :\)() exeepling iy
patt of the nominal share capital of Commercial Companies thut are privatized purcunng 15

chapter V hereof,

A1t.25The Stale Ownership Fund, as a shareholder in Commercial € ompranies, shall
lreve all the rights and liabilites of 2 sharcholde purstaal to Law, with respued to

Conmercial Companics . ) ) A
in this respect, the State Ownership Pund has the loltowing main obligations;

#)} o lake measeres Lo reduce its ownership interest in the nominal share capital of
Commerefal Companics until their complete privatization, o "
b} defines minimal performances eriteria for considering Contmercial Companies and the

iti i > 1Si s due dividends:
wlities concerning the using of the due ¢ nds: . o - .
[‘) takes measutes lor reshiutciuring and rehabilitation of the Commer Gal ¢ ompanies o log

the hguidation of the unprofitables ones: ) o )
d) participates al the achicvement of 1he measures taken by the Private Ownership Funds in

order 1o accelerate the privatization process; - ‘
¢) carzics out with the Private ownership Funds the Lasks, pader conditions of the Law, of

the General Assembly of the sharcholders,.

Art.26The State Ownership Fund acts and tiukes decisions on the contmercjal

principles basiy
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The State Ownership Fund miugy wse its income, it e proportion dytermeme by the Board
or Paedars oy the [ollowing [HILPOSeS

a) duposis i mterest bearing accomie,

BY mveatiments with g siew 1o e tanng, rehabnhitating and makimg clicwen the
Commerdial Companics wilhont ine casimg, by mcans of these five stents, the shate of the
State withim the nominal share capital of theae Campanies,

e} loans 1w Romanian najual o Tegal persone with provare wapntal, to ladilitate the puchase
al shares or assets of Commercal Connpranivs;

) Financmg 1he oty ielated (o the Prepatatien tor prvatation wd pivatization of
Comaiergial ¢ ‘e

clany other commcrel wotnties inhed o the State ¢ enership Tund abyec e

ATLZT The State Ownership T und, i the exeroise of ity obhipations shall, .
) mamtam aceountmg, reconds inaccondance witl stanclards applicable (o Commereral
Companies;
Y submit evental higation tvolving s acvites 1o the setilement of' th compelend
Comts, amd 1o apree, e contadts cone uded with loneipn parties, that eventaal hligation
may be submtied o wberation in this country o abwoad, o1 Lo the Cons,
Fhe State Chaneeship Daned shall naf be savanted any imomity Irom jurisdication o
execution relative 1oy activities,

APL2ZRFach vear the Siane Erwnership Fand shall be abhged o draw up it plan for
pratization lor the dosthcoming yean amd a repund desceilnng it aetvities over the T 12
noni b,

The plan will melude proposals For prvatication al af least HEE of the shares imtially bel
Fhe plan and seport shall e submnted to the Government for s mlarration s to the
Pasiument for approsal e vaportaied prolst and boss Iadane e sheet shall be published in
the Ollienl Gazette of Romana, s w el s, Hhrengh massemiedia,
Al the expoing ol a 7 vears pretioed from the beginming of the State Ownership Fund's
At ity on st of the ceport submitted o e Parham nt and of the esisting situatron a1
that temiee, repetehngs s actriny e crsaon wilt he tahen witl a view (o adimmists it g the
share af the Staee wathm the Commencnl Conpange

.

AFCY T he aetivenes of the State ¢ wwnerahip sl shall be termimate ooee 1he
complete privatization of State owned Comnend € ‘onrpnantes is oacheyed
The assets owned by the State €Ow nership Fund w the ime of hguedation shadl e deposited
w the State Hidpet
Fhe State Budget will assime any finaneral obligations of the State Ownerstup Fund that
temain unsatsticd following ity licqudation

A L3 he Siate Ownership | imed shall be managed by a 17 member Board of
Ditgctons
The Board o Dircetons shall eonsiat ol
ad Smembers appomied by the President of Romutia and chosen among persons trained
amdespenenced i eonnmercinl, industsial linancml and legal matters,
b) 3 mcabe s appoinged Iy the iwrmanent Burcan of the Senate,

¢} ¥ members appomted by the permanent Burcau ol the National /\:\.\L'Inh]’\[', eentrad
) S mombers appointed by the Prme Menister ta represent the leading staff of centr.
public admintstration and

e) the State Seeretary for Privadization

Art.3 1 Each member of the Board of Disectors shall be appomted fon a live yeas
term and may be re-clected for only one addmonal teom | ] ed them
Membus of the Eoad of Directors may be remaved by the as thonty who .1|'-]|:o I.L! »

The Bowmd of Dircctors shall elect itomy its members o I'I'L‘"\ldt‘lll,:tl'lt‘[ a Vier Predide

Fhe State Seeretary for Privatization cannot he elected neither President nos
View-President. ‘ . o e b the
The Board of Darectors mectings shall be chaired by the President onin his absenee, by
Vice-President

ArLA2 T he censors of the State Ownetship Fund shall e Il])pn:lll}'d anel temosed [:I\
the permanent Bureaus of the two Chambers of the Parlinment, acconding to the propuos
g g

ol the Economy and Finasee Ministry .

Art.33The State Ownership Fand's arganization and functionat regulations shalt be
drawn up hy the Board of Diveetors and approved by the Government.

i WCHLC 2 diree wder (o
At1.M Fhe Board of Diredtars shall sequire the presence of 12 thn.:'uinit.'m ::::i'“. .
sl actions tebe taken and the rate of 344 of the divectors present Tor valid dedisi

matle

Art.35 Uhe Bomd ol Dhirectors shall imeet at least once every nmn!h:..l l e
. H "ye H . + v i .
The Board of Dinectors may be convoked lor special meetings by the president on
al les nihers, .
request of at least 5 of s men . ‘ ot e e
I!n]m.l ol Brirectors meetings must be convohed by o notice in wiilien InrmIl Al Jeast e day
‘ 3 HOH » oy~ :
i advance of the proposed meeting and the rotice must contain the agenda

H * . *! ur ."
ALL36 T he Presadent ol the Board of Direetors shadl canry out the Board of Director
i and i el e s entitled to; '
decistons, and in this respeet, heis title ' ) . R
1 agn ar approve The State Owaership Funds” contiacis” canclusion, acconding Lot
‘

nhjectines, . . . . * Ownerslup
h) l:upprnw: retuens of funds and payments of expenses in the name of the State O I

Fand; ) N
¢) sppomi and remove officers ol the Mate Owners tip | und, il o oo
J) enpage and represent the State Ownesship Dond in refationsTup with natuga i
d
L we i k Law;
wisons, a8 wellas, in o Comt of Law; o . N —
:-) prcw'nl annuably the progranie ol privatization, the landget ol muumlu and ¢ \|ll.“ .
y " H R T . [l [
the adtivity report and the report concern the badpet Csecntion, prepaed puasum
i '
Article 28 hereol Tor the approsal of the Board of dircctons
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| AT Fhe management of the Stale Oy nership Fuad s cureent activitis m easved ot
W an eseentvg genctal manager appomtod by te President with the Board of Diteetors
agreement
‘I " H * . . H
Phe Board of Diveetors’ Presdent may delepate (o the eveoive peneral mmmager the sighi
toengage amd tarepresent the State Ownership T und in relationship with natural [ 1s00s
ar legal persons as well as tn Court
I I]L' CACLULIVE penet al matages exeente hucaetions under the control of the Board of
Directors” Presiden,

Art..\ﬂll.)un]m s actrily the Stale Ownership Puad s extemped lrom profit (ax
payment and s not allowed 1o neake amy payment 1o the state budgct or any local budpe

Chapier ¥
. Speclal Provisions Coneerning ihe
Ceniral Meelings and Board of Direelors
of the Comereial Companies

1, e B Y H ! H

- ALt 3 L (‘ILEN.I-I{ Mecting of the Conmnercial Conrpranics” shaa chedders s loamed
¥ 4] » i " b . i H ° H

b the lL[liLH(‘mdll\L\ 131 State Orwnership Fund and Pravate Owaership Fund af which (he
Commereal Companyis allocaied,

The ( UUI‘IL'I]‘. ol Maic Rt:';nuum::livv*. shail continne then aetivity and represent the Stare
Ownersdiip L uod w the fiod general mieching of the sharcholders

Ihe ('lllll’lllfarl‘é ol the appointmient, revocation, dismssal and semunctation of 1he
representatives of rhu'.\( W m (he genvral meeting of the shascholders will twe cstablishied by
the funetional regelations of (he State Ownerplup Lund

MEACieneral meeting ol the sharcholders appoints the Board ef Directors formed
Dy the 29 persons, fremm wind one i the Proside nt of the Board of Duredons and Geneval
M:Im.n-_ri o Manapar of the Connner el ¢ myanics, ' I )
Private Ownesship §und haa the right 1o appoint in the Beard of Directors a numler of
members, proportonal to the capilal quota holded m thar ¢ ommercl COmpany

\
LI tor sfas » ¥
| f\;l.-'” rovisians of Asticle 39 and Aatde 0, apply 1o Commer aal Companics as
y . P . N
ong as they Dave as shinehodders vnle the Stae Ow nevsipy Vand and ome o more Mivate
Ownership L inds,

Chiapier 5
Farly Privaiisation Before ihe Organisation
of the Funds

J

Art. 421 e National Agency lor Privatization s anhoiaed dor the privatization of
come of the canumercial compames by sale of shares before the organization of the Stale
Ownership Fund and Private Ownership Funds,

Al the proposal of state owned Commercial Comgpanics and on 1he hasis of
recommendations of brandh ministtics, the National Ageney (ot Privatization sCleets the
Commercial Companics to be privatized, but not more than 0,547 [rom the total number of
CU's ths law refers to

Art.43Commercnl Companies social caprtal valation and sale of shares betare the
onganization of lunds is aunthorised by the Commals ol State Representatives,
‘The cployees and management of Commer el Companies beneliv ol the nghts n wvicded
in Article 48 il they pa ticipate at the sale of shares prior to the organisation of the funds

Art.44 Ehe Commes cial Companies that are 1o e povatized through selling of shaes
belore the argamzation of the Funds can conelude tedhnival assistance contracts with the
Romanian oer foreign Girms, in conditions of competitivity.

The (echnieal assistance contracts with foreign irms will be approved by the NAP,

AFLASThe progeeds from The sale of shares in Commercial Compantes prior 1ot
organization of the Funds shall e deposited in an micrest-heating account af the national
Banh of Romania,

The aems relered to fnow pacageaph | are contributed TS o the State Owaershup Fund and
W on equal basis (o cach Private Owoership Pund at the time of its orpantzation

Chapter 6 '
Sale of Shares of Commercial Companies

Ardagshares of Commercial Companies owned by PO s and SOF may be sald 1o
salal o logal persons, domestic o foreign, by means o the Tollowing: .
&) public oftering ol shares,
I} qale of shaes ancaw duction basis (opena or hadted @ presclecte ndders),
¢} sale of shares thiough direet negotiation and
d} any combination of the forecgoing )

AFLATT he employees or management of a Commercinl Company may pathicipale i
i chasing shases through any of the procedutes set lorth in Aaticle 46 .

P R L L



Artdshates in Commercial Companies 1o be sold by the State Ownenship Fond
theouph i public vliering of shares ar anancton will be ollered torsale to the cmplosees o
terthe management of such Commeroal Compames ona prelerential basis, as follows,

i) i a public oftermg ol shares, the enmployees and mandement sladl lave the dgl (o o
[tanitdd period to puechese ap to 1007 ol the shies offered for sake at a diseount ol 17 1o
e public altenmg prce,

Dy anhaale of shases thaough an anction any eaployee sl manasgems s member o1 a gronp
comparised of such porsons shall hase the rghi tora prelerennal piiehase of shaters in the
event that they olfer a price not 1% lewer than the highest price olfered i the anehon and
they respect all the other condiwons of the wlies,

Shares m Commeacial Companiies (o be sobd by the State Cwnership T ond through dieel
nepotiation will be awarded to the cmplovees and (o members of the management of such
Croan veial Companies wthe vsen that they viier conditions for puschasing equel 1o thase
al other prospeetve puaehase s

ArtaA2 The State Ownershm Fund, pursuant 1o condiions established by 18 Board ol
Dircctors and bascel on cammercial prindples, shabl ave the nght 1o prant faelities to the
cotplovees and to e members ol management as wellas to retired cmplovees who purclrse
shares i Commeraal Comprntes as foliows
a) eredts;

) delereed paynrent,

O prayient by instabmients,

dy other Laeilities, Gaking into accont the specilic aspects of the shares ind the matenal
conditions of the sale

ALLEOThe sade of shages Iy the State Ownetship Fund s carned oot in accordance
with the proceduies set {forth in Adticle <6
Phe sale set farth in parageaph Twall e careied ot only wit the approsat of the Natronal
Agenay lor prisatization f by this sale the Stare Owaoershp Fand loses ts tole as mam
shareholdes i the Commoronal Company,
I order fo obitain the approval the St Ownershap Find socquarcd Lo present to the
NAP, paios 1o the sale, towritten foem, the mgnn coandstions of the sale
Fhie NAP s roquied toeithor spprand o accotdug fo each case sefedt the p\‘npnt.\'ll sale
withim W davs from the date the condiions me recened

ATLEIT the case il narwral or Legal pevsos, domestic os Torespn wish 1o paighas
10075l the <hares of a commiercial conmpany., the State Owaershap Fund will delegate 1o
the Prisate Ownership Fund,ta which the Commurcial Company s aliocated, the power 1o
negrotrate onts bohal! the comelitoms of the sale,

ArE S Hhe conditaons Toe orpamzine and ellecting the sale of shares and of presenting
e proguse e sabey anwel s, the erisonm an the buasis of which the NAT Ol approve o
epect e proposed saie shall be establedied by regalations issied by the NAP and approved
I the Gosenmment Degsion
P sombattons wall e pablshed inthe Oficad Gazctie of Romama

Chapler 7
Sale of Assets of Commereial Companies

A1 L53Commercial Companics owning assels that represent units that can be
organmized and function independently, have the right to sell sueh assets

ArtS4The safe of assets relerred o m Article 53 shall be eltseted on the basis of
publhic auction or scaled bidding to the highest bid

A ST sale of assets of Commercial Compautes on the biasis ol public auction o
sealed ndding to the highest bid will e ennried out i aceondanee with legal provisous amd
regulatinns issied By the NAT and approved !»y the Ciovernment
The sepulateng mentinned will be published in the OURCW Gazette of Romama

ArLSGT he National Agency for Privatization shall prepare withmithree month a i
of assets of Comnet cnd Companies that ase to be oflered for sale withn 12 mowth of the

cllective date of this Law

A1L.STAny natural or Segal persons, domestic m forepn, shall be chgible 1o
pacticmpite inany sale of assels pursuanic the provisions ol tns Law
‘Fhe persons that porchase assets under the present law do not have the nght to l..cll or lease
them o 10 ltansfer (heir use in any other way for a one year penod from concluding the
contract ol sale and purchase,

ArLS8Publie instilutions, self-sufident adminisitation and Comme cial Companies
thast are 10068 state-owned do not have the nght o participate in any sale ol assels uncler
Artithe 53 of this Law,

ArS9Employecs except membcss al the manapement of the (‘l!lnl'!u‘l(‘lﬂl Company
ghat sells ssets as webl as retited employees of this CC are ehgible to pariiapate a sales
orpanized prrsuant Lo Article 54 .

I he sale will he elleeted for the benelit of the emplovees or retired employees, |I1.c event
thatt thiry s oflering conditions for purchasing equal o those of the other prospeetive
purehasers as well as (o Romanian ctizens whicht hane comeluded o leasmg of management

conttacl

ArLGIFT he Commen dial Company that is selling, upon approval by the NAP, tlw_
Private Ownership unds and the State Ownership fund, pursuant (o LllllllllIUI!":.l"‘.lnlhll\]u‘d
by thein Board of Dareetors and hased on commes dal principles, may goant b ilities ta the
c;uployucs or setired employees, m the event they prschase assets, as Tullow
a) credity;
by deffered payment;
¢) pavment by installments; ‘
) onher Tacibitic s taking milo aceount the spedific aspeats o the issets to be seld,

7
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Atf.60 Fhe sale of assets of Commergial Campanies shall be considered final at the
time of condluding the contraet of sale and purchase in accon dance with (hie Law

ArCO2 The amounts which resuli may e used by the Commercal Companies only I+
a) eltectmg new imvestments,
) returinng debis resulied lrom medimm and long term credits lor mvestments

| Chapter §
The Tasks of ihe Natioual Ageney for Privatisation

ATLAYThe NAP is 1he Govermment body responsable tor the coondination, puidance
and control ol the prnatization Processy

ArLOE e NAT s mamby responsahle for the lallowing Lasks:
a) tosubhnut for Government approval the aticles of assactation of cach Private Ownership
Fund an the basis of the Tamework ashiele of assaciation,
b} to publishin the OMiGal Gazette of Romania the Centiftcates of Owncrship distnbution
methadedogy,
<) torprepare the bt of Romanian (nzens clighle te receive Certificates of Ownershap,
dy o ensnre the distribution of € ‘eriflicates of Owirership,
o) to esiablish the critena eparding, ¢ arly pivalization,
i) 10 approve the contracts reparding speciat assistance coneleded with lorein consuliing
lrms,
2) toapprove the sale of shares of Commereal Compames in catly provanization:
h) to submit lor the Government approval the methodological regalations concernmg the of
shates and assets,
o assist Commeraal Comgranees msolee J i the praalization provess,
1o conteal the ke padity of the Tegal docime s cond luded v this T aw,
RY ter publedy poriodicad e Bnlonmation ¢ Lasetle,
Bao Inlfilany othar tashs provided In Lo,
I onder torachiese ts tasks NAT 1w entided 1o regued date and informations from central
and local pubihc hoddies as well as lrom Commereial Companics
Central and local public hodies s well as Comnierenal € ompanics are obliped 1o answer
NAP S sequest up to 20 days,

Chapler 9
Sanctions

AL6SThe followsnp conduct s considered 16 be i o anttivention of the segulations
anprivatzatien d it is not an oflena aceordig to the penal L
A ransder of Cerdicates of Ownership by Romaneim o dizens o matutal persons,
cmcroachimon the Agricle 22, 7

b sale or transier by domestic or forcign natural o1 legal persons, of the rights on bough

. ssets, sold by Commercial Companies belore, the end of one yeat from the conelusion of

ihe sellng purchascing contract;

¢} enter into contracts regarding special assistence with lorcign fizms or carly privatizanon
without (he agreement ol the NAP;

d} divulgeance by the NAP or Commereimt ¢ ‘ompanies” employees o any athe
representatives mvalved in the privatation process ol any non public information
toneernmg the sile of shates o1 assets of Commerciad € i panics,

ATLO6 The contenentions hsted in Artiele 65 hereol wie subyjedt o the Totbow iy,
sianghions,
a} e feomy SO0 i to 100,000 lei for (he contraventions ielenied tum patagraphs a, b
and ¢,
hdire from TSO000 fei to 200,000 Iei for the conts avention relor red oo paragaph o,
Uhe sanction may be applicd to the legal persons oo,

Art.67 Phe ascertainmg o1 conlraventions and applying of sanctions are tashs of the
persons anthorized by NAP and by Boancid control boches

ArLO8 e contraventions stipufated herein are poverned by the provistons of 1 aw
Na 32/ 1968 conger ning the dscertaining and sanchoning ol confraventions,

Chapter 10
Final Provisions

ArLAIMOmbees of the Board ul Direetors ol POIF and SOF, thear employees as well
as ol NAP, members of Goverament, officabs and deputics envoled m the implementation
ul this law are obhiged to decdare ther Tortune a the Degamneg and the end of then sen o
fuly

Art.TUThe Private Ownership Funds and State Chwirershrp Pund may establish
acenrdmg o legal provissons, Commer cal Compames lor promuting or acccderatmg the
cconumic restructuning and povatizanon,

Art7EHe Private Ownership Funds and State Ow nership Fund may enter inlo
cemteacts with natueal or legal persons, donsestic ar loreipn, tor special assistinee m
privatzation and cconomical restructurmg,

ArLIZNatual sk fegal persons, Loreign, may pattwipate ageordmg to the provisions
ol e Law, in the purchase of shares o assels of Commereral Companes withony
prelimmary registaation at the Romanian Development Apeney
In the case that foreign, nataral or legal persons, purdiase shares or assets ol Commercial
Companies according 1o s Law, the Romanian Development Agency i olhiged 1o issue
the Certiiome of Tnvcstor e lferend toom Artele 2 1ol the Lo No 3819070,

M e



AL Lo o month drom the effecive e of this Taw, the Govermment will subimit
the dralt ol the law concermmg e estaldishment ol the stoch e [HIDTY

AT ousns ol e T aseapply in the case of theaabe of "pants sociales” of Tiired
labihty companics

A7 The socab capital of the Commeronal Contpanies whoh belongs to the shares
rstrcd wider the Articke 30 of Law No 1871991 concerming the func Tind is o sehaele d lom
the ameunt of capatad to be distrbuted (o the Fonage € nership 1 unds and State
Ownership |

Avt.7apursvant tus Taw memiicrs of management of CC ase the representatives of
' vege .
I (!l and SOF i dhe geneval meeting of shand holdes, msembes 8 bontds of dirccto 5, andt
ollicess ot persons assmilatcd 10 them

ArL77Compensations fot abusive tahermg over of poods by stateshal) be setgid byn
spectal b,

ArtTRHeadguartess of POFs shall be spread oves the conmtry according (o
allocatton eriteria of Commereial Compames to cach lond

AHLT9AS of the efective date of this Law, Artiele 23, paaggaphs 2 8 of L
m i bt fhg " H
Mo 151990 emncerming the state cconomie unt resedpanizabion as “regies alonomes” gl

commercial compames, and any oilier provissans inconsesient wath this [aw shall nof he
deemcd appheable

FOREIGN INVESTMENT LAW
No. 35

Fomduce Toregn mvestment in Romania the present faw is passed commsmg provisions
meani 1o conbor forcipn investors garantees ancd meentives as well s the complete and
unestrained vae of the results of their activity

Chapler 1
General Provislons

Art] Far putposes of s law, the teom "Foreign Inveshinent” shiall mean,
a) establshment ol new companies, subsidiarics wnd branches, cither haning wholly vwned
[oneipn capital ot by association with Romania legal oo natusal pessons, with observanee ol
Clompiviy Law o, 31 of FOU0,
by prarticipation m the marease of registered capital of an existing company ot the
acasttion of shares or capital stock belonging to such compranies, as well as hands and
other secuntivs:
) concession, leasing o1 management contiaets, as provided tor by the Law, of businesses,
public services, production subumits, peraming 10 ulonomos stalce cnterprises oo to
repalat companivs,
d) aequisition of owngrship rights over movable atd immoevable propeety as well as other
real estate nghtseseept for the land ownership ophits;
edaceunition ol mdusinial and inteledtual proper(y rights,
Iy acquisitient ol persenal estate rights or other vights selated to services having ceonomic
valoe that are associated Lo an investment,
) purdduse of production spaces and other baddings, excepl lor residence binldhngs not
related 1o the investment, as well as the constiuetion thereod,
B panticipation agseements for exploration, cxploitation and production sharing of matural
TESUHTCES

Are.2 "Patidipation” of foreign imestors in Romima may consist of
aY lunds in freely comvertible crrencies;
Iy machinery,equipment, means of fransporl, components, spare parts aud other goods,
¢Y services, industrial and intellectual propeety oghts (patents, licenses, heow-lhow,
tadenarks, copynights}, expertise and methods of orpanization and management,
o) profits lawlully obtaned i frecly comertible curzendies o in lei rom business activities
carricd vet o Romkwnia

st
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; ALY The term "Foreien mvesion shall mean any matvtal or lepal person residing or
. o . 1, -] H N 0 H . :
s Hhe case muy he, Rasmge it place of hustness abwoad, and which iy conducting investment
i Roananin unden any ol the Torms set ol by this Law

At Farepm mucstments may be dfected in ol sectors ol industry, exploragion and
production of natural resourees, agoculbine, st ucme and tnmnum;(‘nlmn (.I‘.if 'n; !
m_ilustrml works, scieatific sesearch mnd 1o« hnology deselopment, (rade l|.1||a|a(;r[ 1|u:n [
fomsm, bankmg and insianee servives and other services, provided lll‘ill they sh 1|II nnl.'

a) mltinge the repubations w foree meant 1o protect the enviromment; ‘
Bh allect Romuema & national wee urity el dedonse imtereses: ‘
¢) i the pubhic oreder, health amd nrood morals, '

Chapter 2
Guarantees

.Atl.S Vhe loreign investments in Romanta shal not be natonalized expropriated
L] . LTy Il " H ’ : ' 3
ulqm-ulmuul ur subjected (o other mensures of like elleuts, excepl m public iterest, with
2 e 1) el v il v . )
viwervancee of the Jegal ocedimes sel fosth by the law and aginst pavisent of o

('Ulll])l‘ll‘u‘lill mr (]lll\.lll‘ll' to the alledded (11} n . t]
eslment \\.’IIK h sh Il[ |1k‘ Hompl, ¢ oy
; H I I, i ([L(,ll-lll. nlllll

. AL The compensation shall be assessed in relation to the market value of (the
mvestment upan the date of oecirrence of one of the acts set forthin A 5

e AT I case the compensation cannol b asetrtamed as provided i Arf o
weeinalnne, llu‘-n Il“.ll.!” be determined by the parties on equitable rrnciplos,taking into
accomnt A he capitad imesied, s Apprectation ot depicaation and the cureent et

| ATE Should sucly determination of 1, cenmpensation as per Art 6 amd A 7 herein
nob b satisdactary to e forenn neston e st it shall by ¢stabihshed tramph the coutls
ol i accordance wath the fegral paovisions,
ALY The loreygn i estors shall capos the nights 1o,
A} partrdipate mthe management nd adnurestiation ol the iny stenent, i heeping with the
s ol the contri s and By taws angecd upon, i
sy assipn i, contea tual rishis o ablipation, tosther Ronmainan o Toremn v oes
) I;.I:I'-l(l abraad the probet i free Iy conser il clreney towhichithey we entitl J, as well
‘ ) )
SN portin o the peohts in don, as estabhished by At 1o herein
d]llln.mt.lul abroad, m keepmg with the provisions of the conteagts congluded, fhe amonnts
" v H H '
cerlected Tor copyrghis, technicad assistanee, espertise nad other seivees
. H .
transter absoad the amannts obtamed in freeh comer e conrences lrom totaf o

et sale of socha, shares, bonds wnd other seeni ieridari i
. . crsecutibes o from ligedation o . .
avwell, fmdatiom ol invesiments

{) vamsles abroad in freely conventshle curreneies in three annual mataliments Uhe amounts
in lei oblamed as o result of winding up the investments;

1) transler abromd in the agreed upon Ireely convertible corrency the amounts achieved s
compensalion in the event af ane of the acts set lorth in A5 hereinabove,

ArL10 The forcign investments, in accordance with (he provisions ol this lvw shall for
the whole duration of their exastence engoy the legal statuy sel Turth hereby

AL The Toreign investors shall enjoy the legal status set {orth by ths law
irrespective of their citizenship o, as the cost may he, nationality,

Chapler 3
Incentives

Art.12 Imparted machinery, equipment, installations, means ol transport and any
other outfits, constituted as participation of the foreign investor, are cxempt from impart
custom duties

ALLI3 The vaw matetials, supphies and components imposted lor produaclion
puiposes ate exenp leom import customs duties for a period of twa (2) years of aclivity,
counted from the date the project is commissionced.

Art. L4 Foreign investments are exenippt from paynient of tax on profit
as lollows
ay investments in industry, agriculture and the construction sectar,
lor a period of five (5) yeats om commencing productine operations,
bYinvestments in the exploration and production of hatural resourees,
communications and {ransports, for a penod of three (3) years Irom commencing the
respective operalions;
¢) investments in trade, tourism, banking and insurance services, as well as any ofher
services, tor a period of two (2) years from commencing the respective operations,

Areds Inaddition to the exemptions pravided for hercinabove, redoctions ol the tax
on profits are lurther granted after the expiration ol the indtial tax holiday period, as Tollows:

a) a 50% reduction of the tax due for the prolils renvested in enlarptises sel upin
flomarma with a view 10 widening and upgrading the technical and matenal basis,
improving the manufacturing technologies or expanding the activily, o obtan
additional profits, as well as for the investments aimed at secunng the protection of the
cnvirgnment,

) a 259 reduction of the tax due, provided that one of (he tollowing conditions i mei
atieast 50% of the necossary raw inaterials, energy and fuel are provided trough
importation,

= e v n ey
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= at least SO of dhe roducts amed seeviees are exporied;
. . e v evryeneds s My

mare than 1075 of the expendities are made tor seiemtific tescareh and developnient o
new technologies in Romang and [or professional taining:
- atleast 097 of the machmesy and other cqmpment necessary lon developing cxisting
mvestments ane ablained from domestic production:
- at feast SO(MiTty) new jobs are crented rough a new investme nt or expanstans of extsling
unehtments . ’

Art16 Porcagn investors are conitled (o transten abroad m breely conver tble
eurrency, theough corrency exchanpes condueted by the Ronvnian Back tor Foregn Trade
ar other anthotized baiths, a portion of the annual profits m lei cquaalent o & 15 o of
thew contrbution in cash and in kand In dreely convertile cnrency paid withe tepisterad
capial, as toltows :

) 1575 ol the paid contribution to the wegastesed capatal fon mvestments made in the iclds
of spedplimportance for the national ceanomy inchadimg, manulacteee of antipollution
teehnulogrcsas established by Governmem Deeree,

) 124 b the paid conbiibution o the segistered capital tor imvestments tade m the lickds
of exploration and production ol natural resonees, industry, muicultare, e consitaglion
sedon, commumieations and anspuits, other than these provided for al paragraph (a)
hesem above,

€) 10 of the paid contribition 1o the regivtered capital For investments made in the Gelds
of linance, bankiog and insmrance, l
(If) bl ftl the pard comtethution 1o the vepistered capital tor imvestments made in ather fickds
of achivily

;.\n I:I'I Upan supgestions prepared by the Romaman Desclopment Apency, the fickds
ol spee il importance for the aational ceonomy shall be estalished thiongh Government
decwion
Additional meentives could be granted by law upon Government propesal for investments
effedted mthe fields mentioned at paragraph one above

AL Tn case soluntacy hguidaton o forcipn mvesinwents e within a tGme span
shonter than twice the period for which loreign imedaorns enpov ihe exempiions pronded for
at Are B here mabove, foreign mveators shall pay the tases on profits imposcdd by U Law
lor the whale duration of the mvestmg nl
”!l‘ tases due moaccordanee wath the provisions of the abuve pasagaapl shatl be pased with
puionty out of the results derving lrom the ligudaton of the investment or out ol the ather
niphis the forelrn imestars are entitled 1o

ChaFler L
Regisiralions ol {he applications
for Poreign Investmrals

Art.19 Forcign nvestments in Romania, ftrespecive of ther Tegal stiatus, shall be
made on the basis of an application by the Torcign wvestor registered with the Remanian
Development Agency.

Art.20 The Romanian Development Ageney shall study the icliability of the investor,
the ficld and the legal form of the investment and the amount of the capital to e invested

Art.21 The Romaman Development Ageney answers apphoations of loreipn imostors
on the basis of data and inlormation that it has available or that 3t may abtun upee segquedt
from the central and local organization of pubfic admimsts ation as well as from
autonomous state emerprises and regular compames in the Beld ol activity where the
forcipn investment shallbe made,

Uhe ministries and the other contral and local organizations of pablic adminshation’shall
answer within 10 days to the 1equest of the Romanian Development Apency

Art.22 The Romantan Development Apency shall answer the applications of {oreign
s estors within 30 days lrom their registration
In the event thit na confirmation is receved by the loremn investon duing dhe tose pereod
sel forth in e shove pacagraph, the investment shall be deemed to hase heen approve dand

may be implemented,

AFL23 The foreipn investors bave the right 1o clleet investments under the conditions
sef torth in the Romanian law, cithet on the basis of the confremation ssied by the
Romanan Development Agency, or on the basis of lervign investar's apphication m the
alwence of any response from the Apgency

Art.24 1he position of Toreign investor m Romania s proven by the "Certificate of
fnvestor” issued by the Romanian Development Apgeney
e "Centilicate ol Investor” shall be sssued af the Laregm nvestors reguest within 15
(ifieen) days front regitering the applications,upon presentation ol relevant documents
the contract of assoctation and the statute, the commereal contracts and ofhey lepal papers
iafted in accordanee wath the provisions of the Romanian Liw and fokimg mto
cotsideration the lepal statns of the mvestment
The "Cestificate of Investor” is apposable to the Romanian authonitics for the establishment .

of the the Toreign investors” rights,

BEST AVAILABLE COFY



{hapler 5
Fivancial, foreign enreeney and
commereinl operalions

AFL2S The collection and payne

be cffeeted tough lei and hecly conver tible cinrency accounts spen with banks having the
place of business in Romang or through ireely comertible cunency agcounts apen with
hanks having (he place of business ahroad

. Jomt ventures and other torciga inv ston s ny fiee

by chispese of the balanees of their own
accomly

AL 26 The accounts i heely comvertible ¢
, contribution of the investors, the foy cign curre
revenues

trrencyshall be led by the financial
ney borrowings and by the foreign curreney

Art.27 Tomeventures and other loteipn fnvestors ¢
catrendies from local fancing institutions or loans in
forcign banks and fnancial institutions

an contrael credits in Leron othes
ecly converhible curtencics lrom

Art.28 The activity of the joint ventuses and of the Toreign investors <hall be curied

out on the bisis of commerdial contrag s concluded with the observance of legal provisions
and at agreed-upon prices w lei and in forcign ciieney,

Art.29 Mhe payments in lreely convertible curreney mdwding the amounts due to the
forcipn mveator, shall be effeged only from the hal

anees ol the Loreizn mvealon s o Las the
vase may be the jomt vonture™s hank accounts

A3 The profits in Lreely comertible nreney and m le
IVestors Can e usud 1o make new myestments
scrvices e they may be exelanged on the fin
lepal provsinns

vedue 1oty ey
i Romuaania, (o gy Ronumian goods and
ancib market wath due conside ation 1o the

Chapter 6
Final Provistons

ArEX I the event foret investments in Ronnia are made by seiting up
cotmmercial compames i assocition with Roamanin natural or lepal prrsons, the
conltibution of (he Romanian associales 1o the regrtered o apal may consst of 1he tight ol

property oc othes teal tights over land o athet immosable neeessay estate dor the whole
dueation of the joint venture

nt aperations related to the foreign investments all

: > Joreipn investment shali
A16.32 The expatiate peisonael necessary Lo mplemenl !h{..i(!lt.l!l{.’.ll ”wulll:lt,l:l,u--,"d.
B i i : Toreign inve i the case may be;
e agrecd upon by the contracting paslics or by the for cign fnve ;.m: y il ¢
' H + . il A
petsonne! shall be cmployed in management and expert jobs only

A o5 investments shall be
Uhe wages of local and expattinie personnel emploved by Tore g investone

seltled by the agreement ol the panbies,

e ‘ : ervene lothe
?‘hu provisions of this law shall be applied (o the extent that they do not count

investments undersigned by Ronan,
i and sments of loreign investments
intetnational agreements and arrangement o
i e 2 972 kg the
At 35 Upon coming mio eflect of This Law the Decree wo, 440 ol 1972 1ubny

L.‘vl.lhl shment .lnd lllﬂ(“l“\ ng, ol il)llll venture il'l ! OMangg, ”'It‘ Trecrey [ aw no Y6 of 1990

§ 4 FLERY B ,{1 b HAY | traa IL.L U Prosasios,
{or ll'l(lll((.-'lll('[ll of foreign nvestment n Romama, as well as other contrg ry Vg, 1

a1

are abrogated.

This law was passed by the Senate in March 28, 1991

Prasident of Senate

i C
Tlus law was passed by the Assembly of Deputies in March 29, 1931

President of Assembly of Deputics

ion of
Based an Art 82 paragraph "m" of the Decree-Law no,92 of 1990 ll?rht]ng?:ﬁglrl‘?law -
Ptl;li;unenl and President ol Romania, we hereby enacl (h_e forelg <
o:der that 1t be pubiished in the Ollicial Gazelle of Romania.

The President of Romania

lon lliescu

Buchatest, Jrd of April, 1991

No 38
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COMMERCIAL REGISTER LAW
No. 26

‘ Chapter 1
General Provisions

A E Belore st i Y 4
. 3 ‘\lclllll‘!['”k‘ll nclnity,
“r"h ”l . ('“""“ N E dEg oy [!.{Hl('tl [y "I's'\ ' g i
ol ' o i O B
ask {or recen ding “i”R(’j_’.Hlt 1, amd trllllll;." and adier Lessalion ol cammeroal uper W ll;]\“:'n
L- s . A . HITIM ) |
et I3 v Ehe same Rl"_l‘-[tl of the me nfioms lL‘!’.’!I(”!I Ldecds \ \”
pstcn g e ln(“rd(.(l h‘, e L g 3 s and {auns wihiosg
Wiith the pre N 5
¢sien v v WLare

“PL_I‘"“"!] ‘“l":nld\ . ”,Il husimes are nattiad [ RIUIAY wlo ll‘\l]-l”\’ carvy on commer il

N, tren companics, aufonn * i ) o [
Para ral | p ‘s v 1 o ¢ Qnaniey and Co-0 Wl v i

\ L ) , alive org,
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AtL2 The Commer e s
i caclh e o Hu;r'.nl Repister I hept at the Commereiul Register OIlice o panized
The Central R m o 1ku tarest, according to present T aw's Chagter 4T provistons, e
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‘ J il CommereandRepi i
, _ e o .
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' with the disty ' RIGH i
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Comem e u-‘ni[l{i‘g:\ml Olhee as abbpate d tessare, on applicant s expenses, legalized

o el the o tl.| o m:mpm.umn ot arcntions accomplished, and of Ilu.' su.:ﬁllmmtlt i
. as finding eertalicates conees " ; o

¢ : 1 imyg tlee i
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."\l'.f) ]hL TL’.I\II. i 1 % L = "
{ st ]L U”I has | |
! LEONS ¢ e § I14¢ ([ on amand [IEHTAY U(l Lh 0 Kh]\lll 15, U
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Art, 7711 o H M
e B comts ane lorced o deond the Commeronal e printo 1t OMfiee fepalizd

ltl[lil"-lil (he |1|'|d|\ll'|1 . .
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ol e T n y
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By means of conelusions and final sentenees courts will order the eliecting of registiations
with 1he Conmercial Regisier,

AL 8 The control ol apetations” lepality accomplished by the Commerenl Repister
OfFice will e made by ene of the districiual count udges ot by case, of buchirest, annualy

appomnted by the presadent of Haat coust
Al beast onee 1 monthhe judge nust cheek out the Commercial tegster The oflicial

¢heching mention will e watten on each ol the Registet™s leal under signature, mentionmg,
the chechang date

Judges contral does not realese from esponsabitity the
perfonm operattons with the Commerewal Register in accondance with the Taw

Chapler 2
Commereial Register Office

olliee™s personnel who managee aod

ArtY The Commercial Regivter office is set up and opesates by cach territonal
chamber for trade and mdustry.
“The National Commereral Regisler Office is set up and

and Industty of Romania
The Commercial Registe
Commereal Repister Olfice about any ope

since opetation,

apurates by the Chamber Jor Trade

r offices provided by par.2 will give notree to the National
rated repistration on mentwon, within 15 days

Art 1 The arganizational frame, number and wape level ol personnel lrom
Buchatest and districtual by the Chamber of Trade amd Industry ol Romani, The same
with the norms of internal organizing aned operatms of the olfices
reomned of the Commereral Register olfices is bined on a competition base

Ihe necessary pe
imbets of trade and mdustiy The oecessany expenses fon oper aling, and

I the districtuad che
the wage lunds are enswed from the budget ol the territonial chambers lor frade and
industry

AL For the operations aceomplished, the Commeicial Repster olfices will levy
duties according to aiartifl established by the Chamber tor Trade and Sadisiry of Romama
topether with the Minstry of Finance

The shate due 1o the Natonal Office, which cannot esceed 20 per cent ol the estabhished

cluties according to par. 1, s levied througd the € ‘ammer ol Regsior office that operates

the registration and traosfeered monthly to the National Ollice,
Dubies, exeepting those due to the National Office, are income of the chambers fo trade

and mdustry budget by which the districtual office isset up .

Art12 T he commergiab register oltiee keeps the conmercil repisten winch contams a

register for registering the businessmen as natual persons and another one to rcgster
Pustnessaen as legal persons, as well as the card indes ol cach trader’s recondd

- er rramaym
e v

a—y
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Iy cach ameciane « shae of profits e hosey:
wheompany’s dination '

Ari I8 I.h( T poration applation with the Com
ompany or alimied pastaes ohip by shues whil contain
At imd ot vong g e founde ta, provided by H I‘ Hetie
PRI aneh campany « Iy, adgnanters . ol e

mereEl Regster of a jomt stoch

1] - . . H H
el by case, those ol the subsiadinric o ol abffiaf oy
.

) Tegal form and company’s abject of activily,

) subaeribed and deposited registered capital,

ey valoe of assets i Kind and then means of assesment, nbier of shates grasted 1o this
purpose and avamtages reserved Lo cach founder:

Y manmiby o and nominal value o shaies, specitying i they are nominative or earer shares,
and then suntser within cach category;

p) numbicr, name and suraame, as well as citirenship ol whninisteators, the pledpe they hine
o dheposit, thein powers and the special managing, and representing rights granted 1o some
of them, {or linuted parinership by shaces, name and surmime, domeile and acive patinery”
citizenship, or, By wise, finne's name, nationafity and their headguanters, mentioning, which of
the manage and repeseat the company,

) numbier, name and surname, as well as censors” atizenship,

1) means of profits distribution;

i}y validation conditions for the general assembly’s sesolutions, and for the vote ught caeedise,
k) company™ duration;

1) secpmg{lumted) pastoers’ capital contetbution within the limited partnership by shares,
m} aperations coudfuded by founders inthe account of the company gomg 1o b

meor praeted, which are 1o be taken over by the company aned the anmounts to be paid {or

these opcaatinns,

ALLI6 T he incorporation application with the Commeraad Repsster of alimited
Ttability company will contain inlarmation provided by art 14 and, by case, by arg 15 fet h)

AL 7 T he meorporation apphcation wih the Commeranl Register of aantonomuous
company will contain
a) the incorporation dead, name and 1ls headguaters;

b iis licld of activily,
¢} admimistration’s subunits which may have contracl relations with thrd patties and power

of altartiey’s lunits granied bo thas puspose,
dyautkorizedagents tlorepresentthe autonomons company and it
subrinits provided by letier ¢) .

ArL 18 Co-operative issocintions steorpureted as tading compantes ace regisiered
with the Commeraial Registen, abserving, by case, ant. 14-15 provisions: for othe
coroperative assoviations, the incorporation application with the Commercial Register will

eontain infor mation provided by art 17,

ArCI9 Administiatons' and, by case, trading company representatives’ specimen ol
sipnatite, o5 well as thit of the persons anthanzed by law Lo tepresent autonamens

compranies o1 co-operalive organizations, 1s (o be proved with the olwervanee ol a3, pa S

and 5 provisions /

AL e meon poration apphication with the Commesdial Register wall be made

witlun 15 days, unless otherwine provided by the law,
- {o1 commescial compames, sinee the date the meorpotation was ordered by thew judpe

walh the obsorvances of the Law,



:UI brestuesans i as natue Prisens since e dite of aathorizanion PhaLECS
I aniomomess cenmpaniesand o izali i ‘
. QP onpanizatives, since the J; i i
! , 5. d . ' .

oo ate the incopontion
Thei icati |
N L.Intlllllilllrlll(lll application with the Commer e Repester of o commereral company will

‘ yerel s ' HTH
'L ,\;j,nu al least by one adminichaton, or, by e, by one of this representatives, oo, under
ICTR 1 . N

i un.uillmns. P oy arssaente, wod b asononmons COMPANIcs O Co- opet e '
Assocutions by aothunized peraons, as L prosides, to represent them

h) ! g ' H

. AL With the Commer e Regintes i o be tepistored mentions USRI
.ul sfonatton, walt Acmamey o tachng tund mortgrere, as waell as any ot her deed ('rlt'rl'\il;v
Chabees Conconmng e orpantions o mye i K

GRS, o ![H\lk[“\ LLGinbany [

L | 3 Py o tradig huned
b nan Hiry ale i
e Iu Ll ns!llp. Imll:‘d.ulc and plirce of the authonized person. il representation night iy

ed toz cergain \llh\ldl:ll\’(ll Mbileate, the mention will e imade only with the regier
where the subardiny o affiliare i repisiered . )

Haogy . . v .

, pProsenbateae’s sinature will he sulmaetied i fon s movrded bwart 13, pain 5 and 6
1 N . 0 " . H ' ' :

| I m:u-.. |m.ullur(l.uln‘|.h!’dl and e e maths, ongnal mames, imformation voncenmng he
s dm, cmblear ot other sipas upon which ; |

ueh a commerent comp,ny,
lllllllhlll\ LRl nplulll\(' l I B
1;!5'.'|m/.mtm o bisancssman as ot alpessonbisany right
N n R B - * . ; ; '

I) chvorce fal sentence u.l the businessman, as well ws sentene o Loneeining comman goody’
shatmg dormg tracde exerdiam, e
[0 ¥} 0 et ’ . 0 0 1 H H H
|)- nieney fll tader s Laveng onder iierdicetion o ol mstifuting his Trusteeship, as well as
the sispendiog sentence Tor these nregsires, '

0 semtence on dedating Tneduesanan™ hanky upicy
.
L U . . H

Jeomctron somtence of the Businessinen Lol Penal Tacts which make T s thy to
perloenm s profession,

Iy auy change repanhing repiste res Bt amd mentions

L
e ITI t|-1 I|lu !lli:.lllt '.nm.u‘1 niu ash Tor pestataion wh tye € s erad Requsten ol
Hons i Wheel T d T owithan TS s g e 4l date ol Lecis sl dle eals snh
Lo tron . gt
MentiensT reordnation can be oy at the e st peraons” roguest webin at most 3o d
e the ebite ey Bave know the dud o Lact sudmedd o st ation e e
Mentions wilb e sevistcicd cyvalbicio withig 15 duns sin he date the tepaliecd copy o 1
b wonrenne i geceived, o bicks ol decdn provided In ane 2 1ot ) c}‘!) andd ')l S
Ehe Lottt e nmons can be regisiered o oliet peisens egues fun.(n; c:\‘ul!i:; , doe
b osome e the bustessman Lo the oblipation 1o ash fiy I|I{‘Illtl‘ll‘l‘lll;llll mae

' At 23 T Bosanessanan wito has subsidna es of afihoes must ash for then
;::j_:;;.ll':l‘.ll;Ill".',T with the conmmerconl et office of vach subsdiary and alfalate
I thesapplication, besides the infomateon provided by the prosent faw Tor basinessinaa «
:::: ::::::::::':In e will ol wrete s the sifiee where the niain h‘vmlqu‘nlru firm was

Along with the meanporation appheation the husinessman will enclose copics of all decds
anck heenges submitied at the main headguariers, attested by this one

1he commercialiegister alice feom subsidiary’s o althates’ headguarterns will debner an
encerpt from the repistration macle in order to be mentioned mnthe respeetive commercal
register 1o the commercial register offfee rom the businessman’s mawn beadguacens

Lhe sepistrations’ modifications made in the commereial regisier from the man headolhice
coneermng the meorporation decds have 1o be mentoned, too, in the conmereial wepisier

from the subsidiany o affiliate hembgoatters

ATL2 U The businessmian who ls his trading headalfice abwoad and is incorporatmg o
subwadiary o an alhlate m Romania will be subject ol provosions coneerning
inearporation, nention and publecation of deeds and lacts requicred lvom home

busmessmen,
Al these Jormalitwes will be macde with the commercial register office from the subsidiarny on

aliate headguariers

AL2ZE Anyluly considering o have sulfered a prejudiee due to Hhe ineogporation o
to i mendion with the commercialeepister has the wght to ask foe s stokimg of [,
“} he mandatory judpe will give his verdict on the stitking ol apphcation tltough o
seltlement, sommonng the partics The settlement can be attacked by appeal mthe
districtual or Bucharest court, within 15 days from the passing, date,
The comt wall judge the appeal urgently in the counal diambe

Art.26 The businessman must mention on letters, invotees, olfees, ordess, tills,
prospects and any other deeds wsed in trading achvities, the order nuimber under which the
company s ineonporated with the commercal iepaster and the year of mcorporated with the
commerenl repstes and the sear of incot poration

Chapler 4
Trade Mark and Emblems Regime

Art.27 e trade mark s the name o, by case, e donomdnation under whiel o

Businessiean s exerosimg he tiade and s sygaing
e e is the sign o denomination which diflerenteies a busimessman Lom another

one of the wame bhranel,
Trade-matks and emblems will be wrtten lirst of all in Romanian

Arb28 The trade mark ol a natueal person trader contams the busmessnan® hlly
writien name or the name and the i siune imtal leties,
No mentionsmisteadingonbusinessman’s natwe or exlent o on busmessnian’s pasttion can
he added to the trade mark Mentions '
conld be made Tor mdicating more precisely the businessman's person o the Kind of tade



) I'he . .
Art.29 ll!( lhade-mark ol o gencet prarineeship must compuise (he name of af least
one ol the asockates, wath the fully wriien nention of “pencial patnersinp’

Art30 The trade mark of a imited pirtnesship must compiise the name of af leps
one ol the active pastners’, with the Tully written meation ol "Tanited parinership”,

. A3 I the name of 4 person from outside (he company coters,witl bis consent, in
the firm of w gencial parinership or a liomtedpartneiship, the |J;'mm hecome llll|rl!1ll(‘(|“ll'l(|
poantly responsable for al company's lalulgics Phe ime sule applics to the sleeping ‘
partaes whose name enters in the trade mark of o limited pearincrship rie

K¥) . e a4t . i H
Art ”.IL trade-matk ol & jumt-siock company ar ol alimited partnership by shares
s composed ol its own denommation abe o dillerentinte o rom other compitmes’ firms
! )

and will be aceampamed by the tally wiitien me ntion of “joint-stock company® or 'S A or
. " H " -‘
v case, "lumited pactnership by shages” '

oA Hhe tiade mark of o Tonited lalnliy company consists i denanunation
,‘.'E‘h?'"mﬂ the obpcct of a activity and will be accomparticd by the Tolly witten mention
limited bability company” or "S R 1, ",

ALt The trade mank of a subwidiry or adfifiate in Raowrmania, belonging to a foreign
comprairy must also contain a mention concening the headguanters abroad

ANLAS Any new trade-mark mnst differentiate from the cxisting ones,
In case anew trade mark is sumilan (o another one 8 mention must be added morder to
ddterentiite it from this one, either by more precisely nammp the person, or by indicating
the trade type exercised or in any other way, ‘ ¥

'r‘\li._iﬁ-lhct ommercial Repisier OHtee must refuse the tegrstration of i rade-mak
ih.|[. withont infroduc ing dittaentiting « lements, nay cse conlusion with athe s
repistered mnhe

ALIT No trade mark could not contam a denomination 1sed by the tinders from ihe
prublic sector .

AL I'hc acpirer, wath any title, of o commer el fund., may continue this activity
illldt.:l the previous (rade-nrak, menbioning i ls content the quabity of suceessor, 1f the
previous awnet or his heas, delberately consented 1ot Hus disposition is not applicable 1o
genczal partnerships, lineted partnerstips, jomi- siock compantes and linuted partnerships,
Iy shiates.

The previous ade-mark heeping is allowed to the limited fichility company, without hemy
necessaey to mention the stccesion 1elation

9 T'he . . i
A3 The trade maek cannol be allienated separately from the commerenal fund lor
wheeh it s e

Art4l Any emblem should differemtiate from the emblems wotten in the same
Comercnal Repister for the same tade type, as well as from the emblems ol other
businessmen on the market where the businessman carey on his activity,

T emblema may be used on advertising pancls wherever they may be placed, on myvonces
Tetters, onders, tanifls, prospecta, posters, publbeations and in any other way, provided they
are visibly accompanied by the busimessman’s trade-mark

If the emblem contains a denomingtion, the trade-neuk will be written in letters of at least
half of the size dimensions of the emblem letters.

Chapter 5
1 ]
Saunctions

Art.dl Businessmen who ninst ask for the incorporation or fon he icgistonng of o
menton have (o submt a signatuee or certan deeds, and whe do not observe the legal
dispositions and the provded weam, wall be bound, by ruling of court, to paya el fine lrom
HRIY p 1o 25000 lei,

The civil fine is from 2000 1o Soaoo lei, in case the incorporation, mention, sulmittance of
sopivature o deed, ane in the dharpe of a commercial conmpany, I there are many persons
bound to lulitlment the fine is to be imposed (o each of them

Ar1.42 Businessmen who will not observe the obligations provided by art 20 will be
wbligated, by runing of court, to pay a civil fine of 1000 1o S Iei

Art.43 The instance notification for impasing of the fines provided by mit, 41 may be
dane by any interested person as well by the teeritorial chamber fos trade and industry by
which the Commercial Register Office operates, where the approval was asked for, or the
mcorporationo: mention registermg or signafure submittance as well as the deed had 1o by
demanded, in the case provided by ast 42, the notification may be done by the terntonial
chamber lor trade and inclustiy by which the commerdial register Olice operates whese the
tadle-mark incotpoation had been made,

Art.dd The cwil lnes provided by art 41 and 42 are subject 1o common law regime ol
the Code of cinl procedure and are 1o be imposed by the territorial coml on whose
territorial area the lact, was produced

Art45 The person who falsely made inoccurale stalements, on whose hasis an
incor poration or mention was registered with the Commercial Register, will be seotenced (o
ail Trom 10000 1ei fo 50,000 lei if, according to the law, the fuet does nol represent amore
severe inlungement of the law.
By ruling prassed, the coutt wall also order changing or striking ofl the inaccurate
incorporation or mention

N
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. Chapier 6
Final and Transitory Dispositions

- Artd6 In those (leh tets, where (hambers for iiade angd industry are
vamer el register obfices nre enpanized and funcnon by the ke
Frade and ndustay, eoablieed by the Chamber fon 1y ade

Nl et the
teitorial Chamber fon
and Industry ol Romanga

AT e chstance ol the propes premices and of (he neLesatry malerial
tnll(flllt!ll.‘\ {m carying en the activity of the Commner enl Register N.lli()l!'ll‘()"-ltl‘ sand o
cvery Commereial Repister OMfice, is macle, for 1990-1991 by the pieie 'l“ flice md
sesprectively by the Bucharest Cyy bl e elice
Phe assets endowed 1o the offices, are Lo be transleryed without any chiage to (he (¢ i
chambers for trade and industry, becomes then propesty, untif I‘mu:m‘: Il.’ 1992 tertonal

Artdg ‘.l e Chamber for Trade and Industiy of Romania
lor tr'udc anl _m(!uslry will ensuee the fmplementation of the tmtary information syaem of
the Commercial Register fnfi miation system i the amounts cashed as e -i«ln'\li HY\IUI'l'U ]
e cuven [_hc neeessary expeases o these affives, OFgATZ Ing and up::x'itif;:; o e do
The provasion ol the present faw selerimg (o districts and prcfctl'nll'tc::q e als tobe
applied to Buchares| city, tespeetively to Bue harest City hall, e

and the territorial (hambers

Y O s . ;

. If‘\f 49 ¢ n.mm.vru.uf( dmpimis wath foreign ecapital parbcipation, <et up before the
I L‘\Il n l.;w Lt o force il be incorporatid with the Commerdial Register without
Ay kgl Tegal chazge, on basis of e e tiiide sssuedhy Ministry of Finance

| ATLSE Within al most 45 days from (he Luw coming mto foree
wshEssmen ot the date are foreed o il he formalities lor
of documents and mengiong provided by ke

s the existing
neor ot ron and registiation

ACCSE The present law will come into force withm 30 d

Nonitenul Oficial of Romaina, o e publcation in

Buchirest, Novemlwr, 7. 1onn
No '

TAX ON PROFIT LAW
No.12

Artd Self suflicient administrations, ading compamies, Co-operatve osamzations,
Inancrdl and crecht mstituions, other cconomie agents organtzed as lesal petsons, wcluding
those with Toreign capital, as well as (he eeonumic nnds of other fegal persons, Romanan o
lenzign, that achicve profits rom undolded actity, called taspayer entitics e present
las, e complelled ta pay according to faw tax on profit 1o the state central admmistsahon
budgzet or 1o local hudgets

™~

A2 Fhe o on profitis calenlated wath progressive tites depending un (he size ul
the txpayer entiy’s prolit,
Hie tax rates are thase stipulated in Annex ol present Law aid arcapphed de tealile
proly
‘The taxable profit is estabhbshed as the difference between colleeted meome and CAPLRSUS
stipulated in Annex 2 of present law

Art3The tax on profit will be caleulated and adjusted on a monthly basis aceosding
1 the amount ol actval prolit carned, added up frony the beginning of the year in pProgress
For this ppose, the payment of tax on prolie will be made monthly and will be recdeatated
and seadjusted with the central state administration budget or Toeal hudgets, added up ltom
Begnmmng, of year on the bases of the "polit and foss” acenunt™s crodit balance, helore the
15 th ol the neat month for esped tme of the yvear mprogess and bebore Jansary 2% th
aecoding t the aprad balanee sheet
I payment day is nota working day, the payment will be miade on Fiesl workiog day that
{allows,
Any paviments collected by the state comteal adaunistration budpet in eseess o due
prasments will be either dedueted from a further due on retarned to ixpayer entities within
5 ddays ol (heir request

ArLa Tnwell justilivd cases, the Mmistiv of Finanee may prant postpaymnt and
phasmg ol payments as woll as establish new dead hines lor payment of tses on pral
dusing the year in progiess, ’

ArLS Tavpayer eatrtios sel up stating with the dite of commg in elleet ol prosen
Lawe, as well as those prestomsly fornde d but which achicse tisable pafit after date of
coming ineHectof prosent law, will be exenpted trom tases of profit, as Tollows:
al utts 1 the dwekds ol industry, agncubiure and howsng, Tor o pered ol 5 sears from date o
establishmeny,
Byunets inthe tielids of explormg and exploitation of natural sesources, tanspor and
cemnnunteations lor a period of 3 veais rom date of ostablishment;
ey eralserviee performmg s, fenaperod of one year lon date o ¢stablishmeat,
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: R 1y nosil the statcment ol prolie witlhin W
dY vonnercral s, for sex mamths rom dide al estabilisliment Newly foimbed taxpayer entstivs are compelied to deposit e I

stipulateons uncles ac by codoo prresent anide ae ot (o be applicd tosell sulindiem days alter becoming a lepal person, .
welmmistrations and tadme compames watl inte al stafe capatal L vl v o ihle . l
! ' ! e R Ard 13 Taxpayer entities have the obligation to cadenlate and me tl\]}!lll‘-lhlt I(]n the
i i i " . AN i . s per artieles 1 and T of present Taws,
ATLG Laspuayer ennitics with hoecigpn ¢ apital onndd bonse date of cnforeement of payment on fime of fases on profit '"I'd Li“m" dl[“‘ lln 'I_” h'“d wets within legal tine finnts s
present L sl e rased inaccordance wath lepaslatron valicd an D cemlbaer 3, 100 Nem-payment of sums owed to state budget “" “ l s i i;w bon each (i‘ty ol lateness ol
Tollowed by an increase of due sun by (105 pereent of its vadue ! :
AT T dGase awy of the taspayes entitios steapurdate in are $ of present law ceases iy payment beyond set time [m!". 3T ¢ may approve the reduction ol Caemption hom
activites wteralensth of e the mierval i whic h 1t is exempled froat Laon ol T justified situations, the Ministry of Finanee may apyg
romsidered from the moment of espiration of the i fas aempiion e, they are compelled merease of payment due o lateress,
e transler to the central state adnnasdration budger on o lacal budgets, the s on [Muln . . are
) s ) e . . At Adine the present Lo are
comprted donr the whole konpth of Lig escmgtion tine Act 14 The manuer in wh:lt h illlt "'|'l"'l"|""“ contained in the | )
. . aed i venlie v nies
The Lav on prolu peetainag, 1o the esenptisr e b caleulated and annually respeeted is venficd by the fiscal authons

commiicaled by the liseal authortics 1o the tavpayer coriy for acknowledimnt . g .
‘ ' o I ot h ALLLS Hoaccording to penal law they do not represent legal offenses, the tollowaug

ATt 8 Crpgantzations tor the Dlad and invalid, handie apped prersons assncatons and actiany e comnsidered minor olfenses: | author testhe documents contaming the
their ceonomic units, as well as pllanstiopie issacintions are exempled lom payment ol a) the setusal to put at the disposal of (.‘nllll‘U( ‘Iml.".'” 1L|_ e et conts hual]lt‘h of
tanes em profil aleulation and payment to the state cental adminisgeation budg
Laxpayer cotties, other than the above mentionged jn the present arbicle, that hine prersons tanes on profit . fnwime un of False rocords for the evident
legally considesed hancicappesd, benc Bt lrom L on prolit teduetion m proponman 1o (he b) increase of cerlim eapense cadeponics o1 ¢ ;—dwmh ! .
sitio between the nomlb s of handicapped and the total of stall number purpose of 1cducing the \'dhlt‘.“i tises o prohit, e Y O} 1 30 00 T and Ue

The minor offense presented in a) is \-IIHL“()IK'([ witly a fine ;(;I|l-( 0

ALY For tvpncr entaties, the taxes pentainmy (o the profits nsed for the minor olfense presented in b with a fire of ‘il'l.‘(]ﬂ(l o 100 et
enlargement and modemization of techuolopical and matenal stock, of produghion ‘e sanclion s sutlered by the taxpayes unlllllfu s 1510 b mad aceonding, (o faw,
technologivs on bur e cuension of acte ifies aimingat reducimg supplemeniary profits as Appeal against vepart establishing minor offense 1 4o be made -
well as the investments lor environmenial protection s reduced by Stk percent, the sums ) s does not provide otherwise, the stipulations m 1 aw
ubtamed by the reductions, hemg antencded Tae the siume shose mentionedd PUE ey Art, 16 Unless the present law does llt H i of o (1[}(.‘”“"' with the excepion
Phe calenlatron and adjustment wady (he state central adnunstration budger o loval no 3271908 reganding the estabhishment and sanc ;;‘I‘ : v presented in ;;“igk‘ 15 of present
Budpets of sums peraming 1o tas reductions walt e made before January XS ol neat vear ol artieles 25 and 20, are o be applied (o mimor offenses pre: '
and will e reflocted m the alance shicet of vear ol rele rengy Ly

: i a8 o re tion nestioned

AU Prastit doe to Bneipn parined ain tade company with partrally ol intepr al Art 17 Inase ol the tL‘{II.ItIH"II.l of l’.‘ll: (;If ol it -l[‘}::-::“Ill':_l::}';:::"](:::[:n;n.%h.|I'um
Foruapn capital,abten payiment of s will e fad with qguota of 10 pereent tare il arhicde 15, fener By the taspaver entities will deposit i o ,- fed lhom tas. which will be
tanstonied ahioad, Brrdpet on i loeal badgets o sum equad trthe amount emberz Ay,

parcd fegethor with fhe doe tagon profit
AFLIESums paid by trade companics as dividends for the amount of wapntal

S, e el . npements and minor offenses as well as the
representmgt the siates partcpation will be inegeal deposited i the state cential AL IR The estabhishment of ll\:ll"“ “[‘;“‘lm!' 17 0l prestat Las i madle by speciatized
. ) . . ; .
adndngdati e Tandcod o ocal hudgers, as i e aseowithin T davs hiom date of approvad culorcement of sancions as l‘l“ Artiches !!I'il I' vonal unlils
B Y [ . . S the [CH f
o ek kecping balanee shoct by thye gener assembly hut ne e than Maredy | al new - anthotities in the Moy of Fmance ] i
wat i he ollowimg of tay on
. . . . . 1 1he estabhshimg e collecting amd the o ol
The tme it stipulated in pavagraph 1ol present arich alas apply to the pavisent of net ACLT9 Appeals tegardug the o t”E” - “‘l sandiast othes stins owed Do e stade .
- : . e ases die (o ltuness as w gt
Proficeesolied from the acimaties of sl sallicient admmistratrons, woitled ac vy 1o baw oDt the ingreases due fo lateness as welt, B ) b Lo D st e, are 16 he
central, admmistration budpet ot o loca buadeets, accordmy topuoaont 1 tled In
i 0 ithi : dodament by taspaves it and we seitle
ArLIZ Laspaser cntries e compeHed 19 depostt 3 the pencial boards of connty deposited within 3 davs of the {Il.;‘lL Il‘il .u]\nn\\“!:[lli‘ll.;l‘lm . ]‘{u‘L hl |.| oot b the cie sithin
H : g ) . d HeYs . ¢ 4 .
pbshic Bimances and nsmeipal public fmances of Bucharest, no bater than Moy 15 th ol every the peneral boards ol county puldic linanees o
vear the datement ol profa pasinnnn 30 davs Trom day ol regstiation,
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Phe proven decmanm can beappealed agraanst al the Mnisty of Bavarce, whuch aiast solve the
apipeal withim HEdass from date ol depostien Phe solution 1s binal

Phe depositisn ol the appeal does not suspeond the paver's obhgahion 1o depost in the qae
central sefmmisteation budpet on in local budpc s the sums awed accdimgg to present ki

ArE2D Appeals repanding the eatablsliment of tcon peolit ol indeases due o
lateress as wellas other sima owed to the state contsal adminstration budget or W loeal
Budgre b, accordmg to present Taw, are snbjeet 1o @ stamp tax of ? peceent of sun appeabed
upin This L eannot he lower tian T el
tuthe cvent ol parhal o mtepeab admission of an appeal, the stanp geos returmed, particliy
ot nreeral, depending on the pactial o otal redue non of contested sum

Art.21 The Mumistey of Trinance will propose anooally, depending on the state of the
ceonomy wind of the budgetary exeoution, mthe budgetary law progect, the meeamuom level of
the expense destmed to meet eertam soco enlparad and sporls anented necessities for
sciesuflicront adnnsteabons and trade companics with mieg af stare capital
Aldsoy, belore the Taw poes itoelieet, the Ministiy ol Pinance will put oul mstruclions
e dung the method of cateulation of Lax and the adequate wording

At 227V he provisions ol present Lew poes mtoellect staning with Binnary 1, 1901
O the sarae diste, U fodlowig are annulled,
= antiches P better b), 12 Yetrer o). 10- T8 and 22 hiom Law no. 200 of Dee 22/978 weparding,
the downding, plinnig, de stmation and pavment of profits,

Diearee no H 4 of March 15, 162 reganding, tax on prolit of co- operative soviclies and
other co-operatine organizations, consumphion snd tade, as well as that of enterpises and
caomie onganzations ol pabhc oyganzations, repobilished:

atticdos aoand 2000 Faw a2 of Tane 300 10927 repardig ageiculiusal tas,

Govammentat Beesiob no 20 ol Tuly 3, 190 e parding tas on puoli T sjate econonic
chilifie s,

- The table of tarates Ton the Lasing of saadl enter prses and Tocatine assocatmons, m aones
no T ol Govermmental Decision no 200 of Mareh 3, 19090 regandmg the approsal of the
standavds of ppplication ol Decree law ne 4199, repanding the crganization and carrymy
oul ol ceram cconome ncteatics based on lree mittative,

any viher comtrary Sipilations

Annex no.2

Fhe mst unpotfant vspense s de duetible rom gross moome iy onder o determne ta ihle
pralit we,

L-bothe ospaomeos cosrespuomdmg Lo the aetn i caried onl, expensas periniimg o
colle et incomie and which wre imddudod e costs aceonding tothe liw

Zo-Fanves Lor the wsy of stte prope s 1 ands

3.-Expenses fur professional training, and on the job traimng,

4.-Sums paid fon rescarch projects concerning main protity progras of nahionil

i sinerease of alty and
fnterest, for the grounding of devclopment strategies, the increase of pll:ulllkl cllu 'llli' ‘\“ wd %v\
<ervice and the elaboration of new, competitive products, not included i producti )

ot variahle costs, as is Lhe case, of ceanomic agenlts.
5.-Commissions patd 1o cconomic agents with forcign tradde activily k

6.-Tiapenses for eotestaining adves tising and publioity, in the Imifs set I:Kihc
Ministey of Finance.

7.-Child altowance paid by busitess agents in case these sums are nat tellecied as

such in costs”
8.-§ums nsed for buying stocks for which dividends are collecied

; . o legal
0.-Contributions (o the reserve fund and (o other spedai fands, selup as pet lega

scttlements,

i 2 at these ave not been recovered uniil
10.-Previous years losses o the eatenl that these sun have not

the dale of the estatdishment of taxable prolit
11.-Contribulions and donations made for humanilarian purposes, lo support sovial,
cultural, seientilic or sporls activitics as per annual budget law.

12.-Other expenses stipulated in legal standards in foree.
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BANKING ACTIVITY LAW
No.33

Chapter 1
General Provisions

1.1 ”dlli\lll!’ 10 d I coighg (l‘(l \\l”ll]l ”N‘ [Idll'll wor k 0 [h [HIRNRTS
At i l\”yll'l RHII!||II|1] congl Yy
Pravisions .l((l!l([L‘lI o the Nalional Bank of R()uhllllsl )

indl those Tor the banking o
. v v oan ) ¥ . ) N ’ ‘ i
taat are estaldished noder Law no 371, s commercial companics ' tfompames
. HHTTY:

up i “A:,:.'jnlh_h]v Naliogal !izullkltal Rnn‘mlli-.u 15 the Central Bank of the State of Rom
“””mnlj i thperson Teis the .'.mg,h: nsttute ol ssue in the Staie
anthe ‘l}f .‘;:1 hmm‘lg\ u."gnlnlmns in the monctary, eredin, loreign eachange, and payments
e d“(l'll.ll Bank of Romania can provide relinancing facilitics (o the hanki
companes and liqurdity 1o the hanking system “ e themnbing
he Natfonal Bank ol Romania has fuli SUPLILISOrY
Muos ancr. the National Bank of Romane
activities of banhing infermediation
The Tuictions ol the N
under the | aw

anti, set
and ks the sole

: autherity aver afl hanking compinics
A will promote, regalate, and supervises the

ational Rank of Romania aie speaificd m ity own statute, as provided

AL Banking companics we fanedieal persons which have
putposa the actisity of collectng funds rem hoth jurich al
e ™ ar nonnepotanble insriments payable on dem
gt credits,

as theie niman business
el pliysical persons theough
and or un maturiny, as well ws that of

Attd The onpranmzational stoncture, man et
Lompamies are poserned by thes sospecine dhaners
Adnines Guried out by eaclt singl hankmg company
recopmzed sipnature of ot fower than twer imang
chatter of the concerned hanking conyrny,

Seetion 1
Banking Companies,
as Remanian Juridicial Persons

el adamiastn abion of Branhimg

Beeome lepally binding with the
pers whose fundtions are apeciiied o the

Art.5 Banking ¢ Sl
Weordance w ‘”"‘I'“ﬂ compiniies e established as Romannm juridscal pessons in
““m"'l weth the provissons of Law no 311990 that gonerns commererl companies; they
4 w estabhshod m the lonm ol “Companics with mite J Baliling ' Lhey

Bankmg companics may be established and operate only on the basis of a license iwsued by
the National Bank of Romania

ALL6 The documentanon that must accompany an application for a license and the
conditions under wineh a license may he granted will be set orth iz specific iegulation o
be issued by the National Bank of Romania.

The National Bank of Romania will issue tegulations as regards the minimum amaotnl of the
authorized capital and (he minimum paid-up capital at the ime of subscription, which
cannol be lower than 50 pereent lor the social capital, as well as the period of the
subseription

Art.7 The conditiens under which the license can be revoked, either in cases where
the 1evocation is required by law orin cases where the revoeation s requested by a banking
company, are specified m regnlations to be issied by the National Bank of Romana
All the Ticenses sssued and in loree will be recorded i a 1egister mantained hy the Natsonal
Bank of Roman; this register will be readily aceessibic to the public

Art8 The subscrilied portion of the authorired captal must he cllectvely paid-up
within two years from the date of the establishment of the banking company
“The subseribed portion of the authorszed capital must be paid in cash

Art.9 Once legally established, the hanking company has to clearly identfy, in all ils
alficial docements, the Tollowing minimum information, the lull title and name of the
company, the amounnt of the subseribed authorized capital, the addiess of (he head offiee,
angl the smmber and the date of registration in the commescal iegister

ATL.I0 En case of merger, dissoliian, ligusdation or bankrupiey of the banking
companies, (he provisions of Law no 31/19% conces ning commercial companies, as wellas
the special provisions and the specilic instructions of the National Bank of Rumania, will
apply, taking into account the speetal Character ol hankig aput ations

Art.11 The merger of two or moe banking companies is decided by cach bank in
accurdance with its own character Belore starting its actwaty, the binhng company, which
i lormied s a result of the mes ger, must obtain a license from the National Bank ol
Romania.

Art.12 Banking companics shall be prohibited rom entering into contsacts or
agreements, or adopting practices of any kind, which would pive them & monopolistic
position on the money, financial, and foreign exchange markets, or [rom engaging in
manipulative practices in order (0 oblain an unfair advantage for themselves or for tlurd

prrsons,
The National Bartk of Romania is entitled to bang an action in court whenever it finds that

the provisions of (his artice have been violated

——:



Seelion 2
The Regime and Subsidies of Banks
Operallng in Romania as Foreign
Juridieial Persons

. 1 estabilish 1C1 ¥ ilon, wm i On of bran ] “in Rom nia ol
] e Opetabnom, . d 'I It dul'l n fl ancliesn Ry 1]
At} 1 A

hanks that are fore i
“. " that .rlrt foremn ndical persons shall be governed by 1aw no 31
IS bl . " . '3 ) ’
. mercal companies, provided that these hanks are recopnized
'|Ii:rsnn\ r;lrl\u.ml tathe comelitrmsy, Catablishied Dy Romanisn L
re el 5 with fotciy
e i". y m]u,nt m R;Hl:.illl.l of subsichanies of banks with o cipn jutiheal peson lity i
accordance with the provisio . l i o
| ns of the law conee i
vt et ! 1eermng the operation m Romani:
enting [orein compame i v o
e S e .
1 panies and foneign economie onganizations

AT concerning
as lorciga juridical

" Ar.l.l-l Access lothe banking protesaon
subsidiaries sefesied (oin Asticle 13l the pie
NnEu‘n_\.iI Bank of Romania, in accordance
activities in Romamy,

andd Banhing aperations of b anelies and
sentaw e subyeet 1o Trcensing by the
with pedicies applicable to forepn banking

Chapler 2
Banking Activity

;'\l't.l.‘i B et lormiogy thear businees, by
repufations seued by the National I3 )
manctary, ceedil, fotepn exchanpe
supervivion of hanhig companies,

inking cennpanies will camply with the
ank of Romanid m conneetion will the condut of ity
petvanents, anel prodentat bankimg policies aund

A6 All baakmg ¢
Romaia and are requne
regulations

WD rrent s
SIRPURRES st ogen cnrrent accommts at e Natonad Bank of

o mamtan mminem reserves in accordance with apphicable

ATLET Banking compaimies ingy

alsa apen other accon = Natr
Romanuvon conditions thai e Nuteor il e ponal B of

tal ok of Romania shall estabhsh

. A LI Bankings companics v ke g
ancdin the form of secunites m thejr e .
physical and jundic al pe
be mterest-hearing,

B amd term deposits i their icounts in Cash
ndeavoun to alteset monelay 1esom e, lrewn botly the

l."‘t’ H i} "y H 4
s or their sateheeping and 1o roducg tetmns Depaosits nuy

ALLT9 Shodt 4crm Gedil imean
and ml( luding, ane vear, medmm torm
nraterity of more (han ong ve g aid "y
telers toany Toam lendhing: opee

wany boan on e ndmg openation with oty ol ug (o
creditrelers to any boan or Je ndan operaton \\'ilhi'l
vt and mcluding five sears, and long tcrm ereddit ‘
Ao wath aomat oty of maore than Iive \(‘:Ir'\
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When granting credits, banking companies will ensure that borrowers e ¢ cditwortby and
Dave the capacity (o repay theit Toans on maturity, Fotlis end, lankitge companies are
cntitled Lo ash Borrowers 1o provide whatever guarantee or collateral that may be needed in
the forms of assets,

AVL20 Atter the cedit has heen approved, banking companies cannot cancel or
reduce s amuount Cwept in justifiod Gres, thint is s det vnuned that the inlo malion
provided by the debton s inaccurate and only alter expiation of 4 mininm penod of five
days which will be notificd to the debtor in wiiting,

The hanking companics may however revoke iy aredit without not i, in enaes where the
debtan violated the conditions spedified in the Toan contraet ar in eases where the ccononie
and financial position of (he debtar is found to be such as to raise guestions on the ahiliy ol
the debton 1o repay the toan

Art.2i Al eredits and guarantee operations of banking contpanics will be recorded in
contract documents which will cleanly diselose all 1he Terms and conditions ol the
tansactions Copies of such doguments will be kept by the anhing companies anel will he
made availalile 10 atthorized personnel of the National Bank af Romans, on request,

AT.22 Banking companies may buy, sell, heep in custody, and manage monetary
assels, and may elied ransfers, cleating operations and other gyro operations lon then own
aceount, as well as for the account of third paitics.

Ar23 Banking companics may receive securities as collaterals or i custody Such
seLaritics cannot be encumbered Dy them; and banking companics cannot exercse the
voling rights that may accompany such seearities,

Art.2d Banking companics may, within the Jimits of the Law, their ficense and thew
assels, carty out operations and achivitics with sespoet tor {orergn exc hanpe, precious metals;
objects made from precious metals; and any other valwables watl a high degree of fiquidiy.,
investments, subscriptions, purchases, management, custody and trading of secuities;
banking consultmg; services, guasantees, usteeship, as well as other aclivitics that the law
mary pertmt theo to canty out for their own aceount ar for the aceount of their customers

Art. 25 Banking companics may not carry out the following operations:
Ay o cngage in transacdions in movable and immovahle assels. exeept for tramsa tivns of
ymmovable assels that are necessary (o the conduct of their business activity o for their
employees, as well as nansactions of movable and immovabile assels in uxccuting thei
claims;
by tn purchase theie own shares or to provide guatantees for any credins they may prant amd
carty on their accounts, However, subjedt to prior authorization from the National Bank of
Romania, repurdhase of their own shares, withasiew o teducing then social (authorized)
c.\pil:lh
) 1o gant credits o customers for the ourchase or sale of therr own hiress
3 1o reeive deposits, securities, or other valuables, when the binking company can no
longet muhe paymentssand

e e
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Chapter 3
Banhiusg Regnlations and
Supervisions
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The leadhng banking company of a group of banks will subnudthe data spreaafied mthe
preacnl anicle lor its own unit, as well as lor the group as a whale

ATLA2 The Natiostal Bank of Romania has the authonity to exannne the banking,
eompaties” balance sheets, accounts and operations, bt exchusively in conneetion with the

perlormance ol ils supervisory funclions,

ArL33 Saving banks, mutual benelit societies, credit coaperatives, other eredit
suciettes, as well as investment Tinds will he supervised by the supervismy organizations ol

their respeative associations
Art34 The National Bank of Romanin s the only Stote agency which has the

anthority 1o excreise supervision over the foreign exchange transactions o liakiag
compates, to this end, the National Bank of Romania will specily the needed reporing

requirements and procedares

Art.35 The Ministry of Finance shall advise the National Bank of Romama of any
fiscal infraciions that bave beer comaritted by banking companics ol may become aware ul,

Arl.30 Ehe Natwnal Bank of Romania will cooperate wath the supervisary anthoritics
ol the foreign countries hosting branches of Romanian banking companies that operate

abroad
Infarmation concerting foreign banks 1hat eperale in Romania may be furnished (o the

banking supervisory authority of the countries of origin but only on the basis of reciprodity

Chapter 4
Deposit Insurance

AE8Y In otden (o protedt the gights of depositers, ene or more fands may e
established o the insurance of monetay deposats held By Bonking companies, fon the

benedit of physical persong
These funds will be established by publie or private financidl mstiutions o by the State of

Romanma, They will operate under a license issued by the Natonal Bank of Romania and

will e supervised by the Nationa) IRank ol Romana
Each banking company that particrpates n such depost instancs schemes will display s

lact prominenily at als vifices and on its lettechioads,

R
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Chapter 5
Clearing Houses

Art8 Tulethank clearmg howses may be establiched, to facihiate clearing and
stlement of paoss mitual debts o elaims of banhinp ¢ ampanis,

At 30 1y mh!llinn toomnterbank clearnng and seftloment adtivitics, clencmg houses nty
bty e wsed an Lacilftare overnipht mierbhanh lendimg

Art 3¢ 'h-.nin.;: houses will e eutablished pursuant to Law 34998 and operafe on
the basn, ol"‘d heense issued by the Nationa Bank of Romanim and specilic operating rules
amd regulations approved by the Nationd Bank of Romania

Chapler 6
Balance Sheed,
Profit and loss Acconnt,
and Andii

N .
AT Pucstant 10ty own statule and vules and regulations the National Baoh of
llufn.uu.a will establish regulation, concerting the balance sheets of banking companics
. . . e ™

their proft and fow aceommty and then accounting an atcliting

A2 The bl Sheers of bankmg e ompanies and then profie amd loss o

wilt e (Iu::mr_:d to b begally autharitative only duly verficd and sigaedd by they wespectivg
Aot Committg ey

ALY Banking comgranies will copley cennlficd accoungoy expeets inoider to audy
aneed certee theu balanee sheets

. _— . .
At A Banding companies will publish thed balanee sheets and Profit and ks

teceunt as suon as they have heen approved by hew Gene)al Meeting of Sharcholders o

ether competent agthos iy pursiant to the provisions of Law 317190 comteerning the

tammreretal companies and specific Provisions and rules, and repulations issned by the
Natanal Bank of Remani _

Chapier 7
Staff and Managers of
Banking Companies

A5 Managess of banking compames shalt be accountalde Tos their prodessionad
activities to the Ceneral Meeting of Sharcholders and the Nationa! Bank ol Romania. They
Bave (o be persons of high repatation who have never been involved 1 g Bankrupley ease s
aresult of theie prolessional activities Lhe Nationad Bank of Ronwaniz may alon estabilishy
olher tales and segnlations and ethical and prafessional stasdands with tespe e
Quality and activtics of managers of banking compunics, as well ag (he achvities of the
employees of banking companies

Chapier 8
Professional Scerecy in
Banking Activiiy

Arta6 No canplayee of banking company whose winl is governed by the provisions ol
this law shadt be entitled (o use or disclose durmg histher ensployment or theeenbter, laets or
data which when made pubilic wiay damage the interests o prestige of any banking company
or any of #s customers, These provisions shall alsa apply o individuals tat obtan
lorntation lvony olficial teporte o other official papers

Artd? Al members af the Bowd of Divectons of - - as well i any employee who
participates in the activities of « < any Danking <ompany, are obliged (o hevp the professional
seaets, Prolessional secrets may be dise osed only when requiested doring a iepally
camtrtuled judicial procedure pursian o an authosization of the Bod J ol Direclors of the
banhing company in question
Salt members ol i banking company cannol use lor then benelit any banking inlonmation
which iy in thelir possession
Provisions of paragraphs 1and 2 also apply to mdividuals that obiain irlormiation Hom
olficiabicpats, avditing actrvity, and supctvisean, of any other intormation thai have been
relereed 1o the preceding mticles,

At The mame of depositors aned aceounts’ holders, and the transactions 1eeonded
in their acconnts, me beated as professional seerets,

: BN -
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Chapler 9
Infraclions and Penallies

Aty nliactwons of a banking company, tnless specilied otherwise by the penal law,
are the following
A} viedations of provisions of rales and tegalations issoed Dy the National Bank ol Repsania
in comnectron with the implementation of dlie present T, and
1) concluct of otdions opeations

ALED T case of fidractions stipulated by the previous artide, any ol the following
pensities may be imposed 1o legal peasons:
@) wrilten wint nings,
Y mamdatory nonficatton (o the banking company found 1o be anomfraction that i bas (o
take whatever remedial measures (o corredt the inliacton, including, measiws that may
it the range ol ils operations,
¢} umpesitioon of Bues that cannot exeeed one pereent of e soctal capetal of the banking,
company ihit continues (o be ininfiaction alter the sonfication of the wiitten waning; and
) revacation of the heense

At ST Tabvactions me established and sancons e imposed pursoant 1o Articles 49
aned 50, 1especiively, by anthorized ofiicials ol the Boad of Onedtors of the National Banl
ol Romania,

Comphaints againsl (he impositton of a sanetion can be subnutted 1o the courcat the place
where the intraction scentsed "V he provisions o the preseni 1 aw e 1o be supplemenied
with othor lepal provisions {or the determination ol tnleactions amd thedr settfemont, Any
(inres collected shail be pad to the Stare treasury

Art 52 1o the evemt pradiem banking nodes and segolations and practices are noj
olwerved, the National Bank ol Romania can deciede, on a case by cane bins, 1o subject the
banking company concerned 1o aspecral tegime ol supervision and protection notden t
preserve, remedy and resfne #s fimanciol position

Chapter 10 _
Final and Transitional Provisions

Art.53 Bunking companies may loum i protessional ssoctation that iepresenty then
collective interests to public authotetics, stocly isucs of canmuon mierest pramote
cooperation, provide informatton to its menburs and the public, and also otganzes seivices
of common interest, The professional bankang assodiation shall cooperate with the National
Bank of Ronania

Art.54 Founders ol a banking company, as welf as s officers, dinectors, amd anditors,
who conceal a situation of bankiupicy or who violate the provisions ol a heease on the
provisions of the present Law will lose there position, theowgh o deeision of the NMational
Bank of Romanm, even before the commencenent or jndical action

AVLES ‘The asser and Nability positions of existing banks shall he adjnsted wcomply
witls the provisions of the present Law, i aceardanee with sehedule 1o be estabhshed by
the National Bask of Romania,

Ast.56 Any fitm o1 enterprise that has noticense 1o operate as @ Banking company, or
ite sall, is prohehited from osing a name or ather Gocm ol pulslicity, o any ather eapaession,
which could suggest that it is entitled o conduct activitics of a Bankng company.

ALLET Any modification 1o the mganization of the operations ol a banking cempiany
is subject to the publication requitcments of Law /190 goneerning, commerdial
compranics

Art.58 The provisions of the present Law will emer into force within 310 days froni the
dlate of s publication in the "Manitorul
Oficial of Romania®,

Art.59° he National Bank of Romania will lormutate rules and regulations pussuant
(o the present Law, within the date hmit stiputaled by Axlicle 58,

Art.6 Provisions of Deeree no.b! daled Februaey 27, 1974 concerning the heense of
(he National Bank of the Sociahst Republic of Romanins and the Romamar Foreign Trade
Bank’s powers as regards foreign exehange sceounts which was publishud in Official
Garelle no 28 dated Mageh 1, 1974, and Decree wo Tedh dated May 7, 1980 with reapeed (o
the establisiment, o gasization, and operation of Financial- Banking Boards which was
pubilished in Otficial Gavette no 27 dated May Y, 1R, as well any other repilations
contrasy to the provisions of the present Taw, will he whuogated on the dase the present baw
enlets in foree
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NATIONAL BANK STATUTE LAW
No.34

Chapter 1
General Provisjons

o ALY The National Bank of Romaag donnnlates aid conduets mons iy and Oedit
palicy within the (amesord of the cauntiy eennonae amd finanead policy, with (he gl of
presesving the stalmly oof the watnmal anrency ‘The National Bank of Rn:ll‘llll'l s an ;" jin
alihe State and has begal prrsonality B e
Phe Nattonal Hank of Ramaniags headgters are ngated in Buchmest, 1 may have
brasches in albdistie capntials and may establish sib-hrasehes g agencres inother phace

Art.2 The Nalwnal Bank of Romania 1nkes patt, on hehall of the Stare, in the
external negattatrons conceraing Ginaneind, woneta ¥ and payments isanes; 'I‘hrc National
Bank of Romiaaiia may negotintg and o lade Elgﬂ"..‘n‘lt‘m‘- cunterming lJ:c'»rl-tcnm ]n:m‘x ael
swap operations with ecntral bauks, and intemational monctary iusitwions, on the '
comhtions that those loang and aperations e sepaid within g perind of (m'c' yeat atd we
reported in dhe st report of e Natanal Bank of Honvmia S
Phe National Banh of Konrania is vested, by ahie Parnent, with (he wulharity (o participate
e to beconre memdie o, it gt sl arpanssations conterned with finger I, # f:
aivd monctary maliers, . e AR

Argt lllw MNational Bank of Romane w entnled 1o resuest leom alt tinanciat and
et Hisdituiious docussents and infotmanon thig pigy he regpned inconng etion with the
condudct ol its funetions
Fhe Natiomal Bank of Romania i wnderfabe studws and dnabes on anrendy, acdin, and
transicions af the Darrhinygg systom, for it own necds and those of pradelie autbuos acs,

Chapier 2
Resurces of National Bank of Romania

ArCEThe anthorizcd Capital of the MNatonal Bank of Ronuni s oat S 0110 mutions
fe e o infhy owaned by the Stae ‘

ArtS The rererve fund of the Mational Bank of Romanin is funded from the gross
profit recorded w s annual balanee sheet, after coverng all expanses

L . ¥
Art6 Ot of the gross profit, as recorded in s badance sheet, 20 pereent is used lot y
the establsfiment of the Bank’s reserves fund, which is earmarked Jor the Tmanciyg ol ;

cventual losses,
This percentage will be eeduced to 10 percent wheneves the value of the reserve Tund's

assets reaches a Tevel cqual (o that of the Bank™s capital ind W § peeec sl whenevwr the vatue
o such agvels 1eaches o level equal to twice the amount of capital of the Baak,

Art.T The batance of profits iemaining atier constfution of e reserve Tud of (he
Bank and othes tunds as may be stipulated by the Taw will he disposed ol macosdance with
the decisions of the Board of Directors of the National Bank of Romania

Art.8 In the event the vilue of the assets shown i the balunce sheet of the Natonal
Bank of Ramana decreases (o a fevel Tower than that of the sumof its Halahities and caprtal,
the Mimster of Finance will iransfur to the National Bank of Romania, at i< request,
negotialfe poverment secusiiies af aiaket imerest 1ates, wpr o the amaunt necesyany (o
cover whatever deficil may atise. ‘These scenrities wall be tedecwed wiglin s pesivd of v
yuans by using the profit realized by the Bank or will be rencgotigied,

Chapter 8
The Operation of the Natloual Bank
of Romanla

*vellon 1
Issnapoe of Lnrrency

At The National Bank ol Ronvania s the sole insitutton authonzed 1o issue -
buskaotes and coins th oughont the conny.

Art.10 The monetary umt of Romania iy called "leu”, with a subdivision eatled "aw

ArLI The Nanonal Bank of Romana directly admmisters the stoch ol hanknotes
and coing, formulates the propram of enirency issne, and issue cuneney on aregulie Dasis
1o sansfy the demand for curcency in drenlation in the countey

Art.2 Banknotes and coing issued, and not withdvawn from circalation by the
National Bank of Romania, are mongtary mcans of payments fat aest e e eptod i thew
buee vabue for the payment of all public and private obbgations,

Art.L3 The Natromal Bank of Roman is the guly inststution which has the 1ipht 1o
establish the lace valoe, the measnres, weights, designs and other el al teatares of

%m”
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banknotes and comy T he banknotes will by signed by te Governoy and the Giener )
Trensueen of the National Bank of Romani

\ﬁsrl.l-l Fhe National Bank of Romania i vested with the suthotity to print banknotes
and mint coing, and 1o 1ahe whatever MEMITEs are necessuy lor enanting the s urily amd
~atekeeping o those Danknotes and coms which are not put in circlation, as well as jor (he
anstody aml destruction, when ne ssaty, ol the phates, dies, and retired banknotes and
cains.

ATEIS The National Bank of Romanta ex lianges, on request, freg of any fees and
commissions, the hanknotes and ¢oing tha it has tsayed
The National Bank of Ramania My tefuse fo exclange bankaotes aned coine i they are
misshaped, dlegible, pertorated o il e Hun 10 pereent of thess s face haw been lost,
hese bamknotes and coms will e retived and destroyed witliowt mdemmty fo theit owners,
exeept in those special Cases that are speatlicd in the sepulations of the National Bank ol
Romania

the National Bank of Romanin cannal e foreed 1o grant any ket for dost, stolen or
dustroyed banknoles and enins,

At Overused or unfit banksotes and cons will be withdrawn and destroyed by the
Nationad Bank of Romany and replaced with new ones,

ATLET The Natwnal Bank of Rumania ean deerde to eancel or witheraw from
ciculation any bankuotes or coiny issued that in had isswed and replace them with other
ity of banknotes o coms T he tevms and ways i which the lanknotes amd coms Can by
replaced ie 1o e stipulated in specific sepulations, such terms cannot cxeeed 180 days
On expirtion of e terms set for then replacement,

a) the buanknotes and coins that sre withdrawn liom eireulation, in conformity with the
provision of article 12, cannot be used for the payment of public und peivate obligations,
1 the cosal amonn of Banbnotes and <o withdrawn lrone dircubation, bt pot bemg
teplased within (he specded term, wll Do deducted v the total umount of cineneyin
citeubation as recorded by the Nagional Bank of Romana and will be treaged as meome of
the Natenal Bank of Romana,

ATLEEThe totad amount of basknotes and eoins in coeulation will be recorded im the
Nubotial Bunk of Romanea's acc oy as liabiltes, anet will net metade banknotes und ¢oms
thitt aie part of the reserve lound of curteney m cirgulation
Fhat past ol cussenyy m o alation wsued by the National Bank ol Ronania over and alwowe
the fed eomnter pant of intermationai reserves ostabibshed and mainkingedd according (o the
Provisions of wticle 35 hay heen tally covered by the lollowing assers:

i ances ta the §hage by the National ank of Remnia and toans goarauteed by the State
i comdormity with the present Law,

B secunties held m the myestment portioho of the National Bank of Romana

Crassets resulted fram credity aceorded (e banking companies and other credd institutiong
B conformty with (he present L,

T T D DR o e <

HE s wtl e ~ e \ v Iy .‘I
d) checks, bills of exchange and credit instiuments witeh are discounted by the Natron
o ' - - .
Bank of whick Romania or held in its portiolio.

Secilon 2
Operations with Danking Companles and
olber Credii Institutlons

i icy, the National Bank ol
Art 19 Within the framewark of its monetary and credu policy, the National Bank

Romanka cant ) N -
a) discount and rediscomnt commercial papers and cash notes presented by banking

comprmics and ather credit matitutions, o
b} prast eredits (o banking companics and other credit mstitutions

.

H g . : ¥
ArL20-The National Bank of Rominia can open current accounts Lot b ml\lm;,, )
’ H H H ® » . . (3 0 A
(‘mnp'lllics and other credit institutions and perform encashne sty aid paymirnis boiwy

theny

Art.21The National Bank of Romania can, through sccount on s books, provide
dearing and settlement services 10 hanking, companics,

Art.22 The National Bank of Romania can discount, acquize, lake in C(I":I!L‘Iiﬂ, *.;ll
: H 10 H T et Y n
clams on the State, banking companies, and other companics, WI[|‘I i view (o achicving
: ) : H -. 3 . 4 0 3 v
goals of monctmy policy, taking into account specific market comditions

Art.23 The National Bank of Romania establinhes the offidial discount ll.El[U. l‘llu |
. 2 H s ofeetod 1]« crefmancing rale
conditions under which Lhe discount operations are eliected, as well as |‘|IL e ml.;uun!., H
lor the banking companics The Bank can charge wterests and commissions on these

operations

Art.24 The National Bank of Romanin can puichase, sell, or .:nucpl as collateral
securrties and vther valuahles, whose st is set up by the haard of Dicegtors,

Art.25 The National Bank ol Romania establishes the tules _:m(l n-;:_ul::lmn pussuant
to which banking companics have 1o maintain mandatory reserves in spectal accounts
opened in the books of the National Banks ol Roemania,

ArL.26 The National Bank of Romania is saclusively responsible Tor Iu’L'l;'iu;g andd
supervising all entities operating as banking companies in Romanta To thy el the

: . ' : ¥ 1ily:
National Bank of Romania bas the antho o o
u).ln 1ssueel the mecessary regulation and o take measures, in aceordance with legal _

provisions, (o cnsuie the visbility of the banking system, R
hYia verily, on Ihe premises, records, aceounts, and any other documents of the ban inge ’
! HY H ! I . I H1
companics and other juridic al entities, so that the National Baok of Romama can oliaio g
X

the documents necessary tor conducting By supes vision activity
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Art27 The Nationad Bank al Romania will e, as the fender of Last resor tor the

I I ]'(“Ij (Ul!l] eswhgh o i Hhg ! ! ] TGOS, on cor lII T, Wit wal stillesh
L] . h ( tf.( acmn 1yraent ¢
I } 1 II ha X | Thai 1 |L Il s

Seciion 8
Operations wiih the Sinie Treasnry

28 The N: X H
‘i ‘_If\rl....‘i II‘:th,nmn.:l Bank ol Romunia keeps s hooks the aurent account ol the
.l ). ( [. .m;ry, The m(‘lllu(‘i :'pl reconchng opeeations i (i Aveomt are established through
Shrecrents hetween the Miniaty of Finance undd the National Bank ol Ramanin i

L} I 37 . . "
Nati n\lr;;ZJ For all the aperatians conducted on (he behall of the State Treasury, the
atiomal Hank of Romania will not charge any commission and af (he sime time will not pay

ANY mierest on.rhc deposits of the Siare Trcasury, ' he Freasmy Fund, however, 15 interest
beating aceording ro Tepal provisions, N ‘

. At MY The Ny innE:I Bank of Romania wilt it as the Neep! agent of the State with
respecet to the sssuance, directly or through other banks., of honds, and other government

securios, thew sale and their redemption,
. ! ptron, as well as the payment of mterest « :
cluampes thereon i st Ulhtf

Art3 1 The National Bank of Romania can grant advance (o the Central State Budpet
focover temporary deficits between revenues and expenditures o e
Lhe totat amount of these adhvances may not eaceed in amy single fiseal yenr the equivalent
ol up (o 10 pereept of the tofal approved bidpet Such advane oy cannol exeed twlicc‘lh -‘
sunt of the captal anel s esgrve liund of the National Bunk of Romania s stipulated o I‘L
the provisons o articls § and o ol the present Law o o

Section 4
Gold and Forelgn Exchange

AP . s H H
” lr IIJZ ‘Ilu Natienal ll.l.nl\ ullltnm:lm;: establishes and conduets the foreymn exchange
::1 1wy e |E”h‘l.|u-lm roaperation with other state fnsinmions The Natronad Hank of
smanitwillimplement, an the hehad! of the 812 i
N € Stite, any law and regulations concerng
: . s Con
logipgn exthange contiof K roearine
Income o . H ate. and
lru'( me retums, accounting dare, and informaton that wre necessany for the implement ation
" U ) » I I H
el faws and ruli s and ll{_f.'_lll.llmll‘a comeermme Jorepn exehanpe control have 1o e submritredd
o the Narronad Bank, of Rasmearia, on ity 1 uesl

, ‘."\I'I.J.: Hie Nateonal Bank of Romanta 1 responsible L
S suingrules and regulatrons fo sold and fore

] dluareign exchange operation ¢l the
national currcne £ Ange opetaions to profeel the

) '\l“l"!’ n ”lL‘ I'll'qll v ol Ll [ i ¢
1 L J ymenls d"lllh( (.\lL”ll'
1S5S (i lll st s S jrosihion (" [b
. , 1 l L l | {

¢) setling up and publishing the exchange rates at which the National Bank ol Romama and
ather legal persons are authorized 10 conduet pold and {oreign exehange operations,

) ieensing aud revoking the licenses as well as regulating and supervising the legal persons
who are authoized 1o conduet exchange transactions;

¢) setling up the ceilings of gold and foreipn exchange assets which the authorized legal
persons can hold in deposits; :

Iy maintainmg and manaping the State’s internatonal toreign resenves, aud

) settnp up himits on the net lorcign exchange position of the bankiy companies, as webl as
the terms and the cating of external indebtedness of such institutions

Art3d The National Bank of Romania can on ats own name. o on the behall of (he
State, on for the benelit of the State and on mstiuctions Irons the Stale condude and enter
mto clearing and payment sgreements o can conclude any other contracts Ton the sane
purpose with public and private central clearing institutions domiciled abroad

Art35 The National Bank of Romania wil) establish and maintan intermational
teserves in accordance with the provisions concerning henidity and the speadic nshe
assoctated with such assets and taking into account the need (o determne Irom time to Gme
therr exact amount. International reserves may consist ol all, or sume, of the following
clements:

) gold,

b) foreign assels in the forms of banknotes and coins or hank balances desominated in thase
foreign currencies and held in those countries, which are approved by the National Bank of
Romann in accordance with the purpose of this article,

¢) any other reserve assets aceepled in international nuarkets, micduding the rght (o make
reserve tranche purchase from the International Monetary 1 und, as woll as the State's
haldings of special drawing rights (SDR),

d} bills of exchange, checks and promissory notes, denommated and payable in loreyen
currencies amdin such place as approved by (e National Bank of Romania, m aceondance
with the purpose of this anticle; -

¢} treasury bills and other sceunties issned or guaranteed by those loreign povernments o
mtergovernmental Boancial institution denominated and payable in torOgn curreneses and
in such place, as approved by the Nattonal Bank of Romania in accordance with the
ppose of this artiele;

fY ather assets, as approved by the Natonal Bank of Romans in accordance with the
purpose of this mticle, .

Art.36 The National Bank of Renania, in accordance with the provisions al article
35, will endeavor to make sure that intermational reserves me maintamed at a lesel which it
considers i adequate for the State’s infernational tansactions
H international reserves were to decline or il according 10 its assessment, there is o sk that
international rescrves will decling to a Jevel that could endanper the State’s mternational
trimsactions, the National Bank of Romamiz will submit 10 the Government anel the
Parframent a report on the situation of interpational reserves position and on the cawses that
bave ted on may fead (o such a deehine The report will fnelude the Nationat Bank of
Romania's recommendations, as nevded, 10 avert o remedy the sttuation

WY, "W l%m“'
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.Att..ﬂ' Fhe Nationad Bank of Romiaaia vouthonsed, imde; conditions whicl o wiil
establish and mediy from thme (o tene, 1o conduey (he toslenving upet afions

a) Imly, selb and conduct othg Traaeast tioms with, coine,, proded bars e the athe g Precionge
e Lale,,

1) by, soll and condinet onhes Ttansactions with, lorspn conendies,
3 by, sl and « onduct oty insactions, with, treastny Mills amdd ollier seenriiesy issued o
puataisced Iy foneipn governments o fuanetal integuonernment ol Hshitulions,
d¥ open and mantain aeeounts with itern ernmental financial institutione, c('-nla.ul banks
monetiny avthontes, and lorcien finaneial mrpitzations, ‘
¢) open, m:niulu.uu ecounts, and act as anoapent o correspondent foa imterporeramental
I:u.n'wml mstitatons, centeal anks, monclary anthorties wd loreign Gnaneial inshitationy,
loveign gewvernments and then AN, ‘
ACCIR Gl or Tosses roconded jn the ainadd halance sheet of the Nadional Bank of
Romanwa whicly resull of changes mthe ler e saluation of ite nyeers and linhilinws,
denommated in godd, specid drawing rigghts aned foreipn carrencaes that are associied with
('h:mg'v\ n their vilue andfon heenuse clanges o the exehanpe rate for the "ler” will be
transfegred (raine) to/or covered (osaes) by o praymient from, the Stare Rudget

Seetlon B
Forelgn Exchange Conirol

0T N .
. AL e National Baah of Remamia issues roles and tegulation toe the control ol
OTCIRH cachange transachong throught oot the comntiy, “The toldes and repudations refer 1o
The insuance for orders, encubans for el g aned controlling beneipn excangg

lransactions, author g anslers and remittanees abroad: transactions in forgign exchange
markets and othes spealic operitions,

ALLA T e epal peisons author e toelledt foieign exeliange operations will repor(
thew rancactions 1o the Natwwal Bank of Romanty The Nativnal Bank of Romune will
presertine the fonm and coneny of the documents 1o enre adequare reporting

Chapier 4
Muagement and Adminisiration of
the Natiounal Bank of Romanja

Attt Fhe Nativmal Bank of Ruminia s heaced by a Boqrd ol Directon 1ty daily
MMANAEement i entrasted 1o fly Giovetior, . l
Phe acinny of the Bogsd of Parecions scdetenmied by the Provisrons ol the prosent [ aw
andd by the viles jnd teglations i iy he jasaed hy the Nadional Bank of R

- R A 4 e e p——

Ar42 The Board of Diteetars of the National Bank of Romans lahes policy
dedisions and measmes in the manttaty, furcign exchange, creditand pavinents meas It
ealablishies the oen diredtions for the conduct of the apurations and responabiling s of (he

Nationad Bank ol Romania
AL the same timg, the Boad of Directors of the Naticntal Bank of Romania deodes abond

inteenal otganization maticis and the salares ol the siplf

ALt The Board of Directors consists ol
- "He Governon of the National Bank of Romania as president
+ The Prime Vice-Governon of the National Bank of Romania as vee-president
Twa Viec-Governons of the National Bank of Romania and
= Other live members,

Art.dd Membiers of the Board of D¥rectors are appointed by the Patbument, on the
reconmendation of the Prime Minister, The appointments are made for  period of 8 years
Thew appaintnients can be renewed.

ACLAS In the event any ol the members of the Board of Drrectors i remeved from by
aftice, only the vaeant position will be Glled acconding (o the pravisions of artiele 4, and
only lor the remainder of the erm of (the mandale

Art.46 Members of (he Board of Birectors can only be revoked by the Patliament, on
recommendition of the Prime Minister

AL Appointments, reticements, and dismissals are published mothe "Oflicial
Muonitor of Romania”,

ArtAB The members of the Board of Directors niay not be members of the
"atlament and may not be parties in justice or siale adhminsstrations, nor can they he patics
in the management ol commercral companics, unless authorized othier wise by the Board ol
Directors of the National Bamh of Romanin -

ArL4Y The Governor takes the necessary measures to ensure implementadion of (e
legal provasions and rules and reguiations concernmg the National Bank of Romanid, as well
s ol the decisions of the Board of Directors
The Governor appoints the stall of the head office of the Bank and the Directors of the
branches, sub-branches and ageneies’

The Governor represents the Nanonal Bank ol Romania with respedt o third partics, with
his personal signatne or that of persens author ired by lim, with respect to alb contaacts
agreements concluded by the National Bank of Romania T he Gaver nor, on the hehall of
the Board of Directors, presents to the Paament of Raomania annuadly & comgu ehensive
1epont on thy manetary et eredit sitvation of (he counlry,

lnthe event she Governe is not in g position towexetene his fancton, he will e replaced b
the Prime Vice Governen,

e [N b g Lo 1, P P
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Artsn lhf' Board of l?nm'tm.\ Apparnts 4 commitiee of auditons, consisting of §
memlers, inclecling ung president h
Il he auditor's commitice verifies coniplianee of the Tewal provierons oneerning cvabuation ol
the Bank vaiule cashy, as well s seeutttios osned of teceived in collaierg) in bail or iy
custexly, ‘

1 . H .
Annutlly, the anditors ommitee prepares areport on (he balane e sheet and prati and
loss account of the National Bank of Romanig

Chapter 5
Final Dispositions

A The Nt e, .
_— ”rIISI Lhe National Banh of Roman operations are subjeet (o commer caal L
a H , ' ) ' )

ess the Baw on Banking Activiy gna the present 1w provide otherwise

Cmmmﬁ;’t;ﬁ'vi [II:‘IL);I:I‘ (i:;fun'u:ulsl eaccuted by the Natonal Bank of Romania constrnee

A ,ﬁm". -|.: l( a paymen) ('Ll lanlt fon ”"ﬁ: ol amount of 1he clajng to be paid

AR AnCEH organs of the Stare are obliped ta entoree ghye elaim of the Nationa
Ak T Romania onty on the ground of 4 nobilication hom tie Nl Bank of Romamg

f\ll..;.‘llk: se of si(l la 1 Iy MUY 1 I Nit L 9 I\ ] o 1 A .
| cle UII l} 4 DO owe LY ialn all I mk ol R HIRTITH (."“”t (! o
I"U(.(.Ld W ”1 ”ll !Uid, OF Pritrlta ‘ul'l. ol seCurifres d"d commer e L I L H
imeren Jl'l(.l‘-”l” VT gven ERY
[ | v 4
(.U“(ﬂ( l.ll'\, \'ﬁ”ll" ”"LL{ d-l)'.'\. l“”l)\'«'lllg i ‘1"“[)](. ominous h\' C “I(UUCIK tal (ll’l“n!L”l
llll. I'LI!I( "dl K 1) ;l]ll(lit(.l [hL G [ i €
!
B ]’\ )' I main Ml cam ll i(l INCCs, [hl.-' nierests llld ”lL costs out
ol ”lL net o ceds IL‘\U“IHL’ Iron 14] ¢ '\ni'(. At }' |t"|d||“lig hdlaIH(L [ I,:II(, [IE ”ll I'I LEenver

v 'm[t ‘S‘JII he National Baak of Rennania can CaTyaut apesations fon the henefit or
patlics but amdy on the ternp, and condtions that i deems necessiny. T he National

”ulnl\ ul Rllln.l Cheve ] WA Lale Chn re uest o “taks ar ] *fin RN I
g wh ever (Il'('“l\ YN
.
) 'l [LLRN i } [ ”lll‘.lcf ur il m Uns

APLSS The capi ' Nati i
e im:\ re '”I( capital of the National ank of Ransanin, the 1eserve Tondl, the ingots and
h Chal cons, Bems angd ‘\('llli])lt‘(l(llr\ Stong ‘ o
1 nes, as well s the techinalogiai o
il o e . : B B al cginpnient
i:\j~:|! :I\\II;;‘.IIL s cmnui.h\' erimported by ihe State Ming and e Printing ‘.\’mks]ui[lim
! |. wina ..mk o Romamin are exempted ol any taxes and fyeal Charges,
¢ aperations are (ax cxempt, includmg fion (e slanmp Lax,

ArLS6 e ional B
. u,”[:, ' 11 'l I'\.'.mnn.ll Binh of Romama i able ot possibile ereong m the pavincnt ang
. . i
e ny lu firerattons mothe accounts of count hofders, anly wpteos the linug of the
S one seonded »
" “N: clnln ;i(lp.nd o recorded amonnts and the perallies ae pavabile (o (he S e by (he
. ntholders as required by the Law i1 5 e
3 . s established thay the ¢ st
At 188 MU crvots i question wery
: count holder e Bunh's luyhili i
ability termimates o a writien oo
- i i ount it dEes dawntien claing g e
ven preseted to af before (he deidhne notitied (o aceomni holcderg ‘ [

AILST
The . )
e member of the Bouwg ol Diteetors and the stadt ol the Navonal Banh of Romarian qre

not allowed (o discluse any nonpublic information which they cone 1o know about i the
conduet of their work and (o ohtain personal advantapes; any nonobersvanee of this
confidentiality provision will be punished acem ding o the law,

ArLSE The members of the Board o Diteetns and of (he amditors” comnut{ce
receive special allowanees,

Art.59 T he National Bank of Romanin cannot particyrate direetly ar mdnectly i the
cqoity capitad {or any conmmerceial companics or antonomous adics ("regics AutoRBmMOus”),
with the exeeption of sts own printing and mnting compamies and olher companics which
may he sel upin the perlormance of its funetions, ’

Art60 The National Bank of Romania cannot by assets, exeept those (that aee lor the
performance ol its Tunctions and necds of its stalf.,

ArLO1 The annual halance sheet and the profit and loss account of the National Bank
of Rumania will be published as soon s they are confemed by the auditons’ commttec and
sdopted by the Boasd ol Directors

AL62 All the vules and repulations issued by the Natonal Bunk of Romania are
pubthished in the "Mondor Oficial ol Romania,

Art.63 The National Bank of Romania will pultich periodically i hulletin coneerning
money and credit developments,

Art.6d The strpufanions regarding (he securiiies al sight Iost or stolen are not
applicable 1o he banknotes ssued by the National Bash of Romania Counter Lating ol
bunknotes and coing 1 pumishable by law,

ArL 65 The present Law comes into foree withan 30 days ram (he date o
publication in the "Mositor Ofiea) of Romania”

Art.66 On the date of coning mio Loree of the present Law, Deeree no 124 of Mareh,
7, 1970 concerning Ui organization and Tundtioning of National Bank of the Socidist
Republic of Remania that was published i the Official Balletin no 230l March 18, 1970,
and Decree no.504 of December 16, 1979 concerning the Statute ol Nattional Bank of the
Socialist Repubhie of Remana published i the Offictal Bultin ne 143 of D cmbur 1o,
194N, as well as sy orher dispositions contrary L the present Law, are abrogated,
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Art.17 The tansler of Romanian scewities denominated in loreagn moans of
pivment shall be edfeeted anly theeugh a specific authorization Bom the Romanman

authopities, '

At I8 Natwial persons, permanently domiciled in Romami o Bemg temporarily m
Romania, can lake in o oul any amounts in the forms ol banknoles and cojns upto
masinm limit ol lei 2500 per person and per trepy, whenever they enter or teave the

Romaman (eritory of payiments

ALY Transler of Romanian seeurities depominated m 1o may be ellected only
theomgh o spediie anthonzaton from the Romanan aothoptes,

ATL20 Current operations and capital transfues through forenen means of pavment
shall be ellected by the fepal subjeets, at either the ol lical rae o the meerbank mathil rale,
anly through Tanks or other legal persons, induding foregn e hange uneans authorzed
by the National Bank ol Romania, in aceordance with the Liw, weth the present regalabon
and reladed roles (o be ssued Accordingly
a) bl the authorized banks may elfect Toreipn exclranpe aperations ovar the comnter and
paticipate w the establishment or loicipn eachange ureats i aceordanee wath the
comditaons and teems spedilicd i the licenses issued heforslandd by the National Bank of

Romanag
bY loregn exchange burcans nay be set up in acconrdance with Law n 371990 T hey are

Romanian Tepal persons, and

¢} ather Romanian legal persons may ash fon a heense trom e National Bank of Roman
i order toelfect m addition To ther mam actisity, foreigie exchanae operations, but only n
camdoronty with the provisions of T aw na 3171990 and of (he regulations that povern then
activity, as wellas the present cepubation and related vules 1o e ssoed

Chapler 5
Supervision and Conirol of the Opcrations
Effected ihrough Foreign Means of Paymenl and
In Lel whiel are Subjeet (o the Present Regulaiion

Art.2* The National Bank of Romania shall supervise and control apetalions
cHected through toreipn means of paviment andd in bei whieh are sthpec o the present
repntaton, with the pmieipation of the hanks and of mausises, d partmends, and other
apencies and govermmental aathotities as regards operations that (all also withn the o

('U[llpt‘[L‘lll'L

Art.22 Legal persons, who ae authotized (o vadettabe cutrent operations and
capital transtess thyough forein means af payient, must report Lo the Nattongl Banh ol
Romarug. in conlormiy with the provisions of 1 aw no 3 Y101 their Tonenzu assg s andd
ffabulities posttons m fareign means of payment, Tn thew order ol entgibiliey, s well as any
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- cechnical sAsaistonce to the Latiocnul Agency
for Privatisation in privatisstion of a commerciul
company through szle of shores

e apees R TR R R R
e sanndaild O.‘ [, ‘_'l-\‘a-‘tlld.l'a

I.dacl»round

l.fhe Govermmmnt of Romenia 1s in the process of developing
a new lezislative and institutional framework for a market
driven economy.d major task will be the privatisation ol u
substantial part of the ecomomy now centra2lly controlled
by the state.The reform process begen with law lo,15/19%¢
concerninz the reorzanisction of all the Stafe-ovmed -
enterprises into autoncmous entities('-e;ies autonomes")
end commercial componies(CCs). he former remaln under
Ctate management and ownmership,and the latter will be
prozresslively privatized,Law io&26/19%0 concerninz the
registration of CCs snd Law No.31/1990 ccncerning the form .
and structure of CCs helped to strengthen the lezislative
framework for the emergence ¢ private econcmic agents.
2.0The Frivatisation Law,enacted in August 19:1,stipulates:
i) The transfer,free of charge,to eligible Romanian
citizens of 3o. of the nominal share capital of each €8,
11) The sale or transfer of shares in CCs to private third
parties{naturcl or legal persons,domestic or foreign).
111} Th. sale of assets of GCs to private third parties
(natural or legal persons,domestic or foreignl.
3.In addition,the followlng aspectszof the Privatisation
Law are noteworthy: :
1) Romanion citisens will each receive Certificates of
Ownerehip in each of five Private Owmership Funds(POFs)
to which 30 of eoch CC will be transferred.the
remaining 7o% will be transferred tc a State Ovmership
Fund(SOf).The Funds are expected to be established by
June 1992,
41) Prior to the orzanisation of the SOF/PCrFs,the Law -
provides for "ezrly privatisation”,including both sale
of shares in 30,29 yet unidentified,CCs and the

&irect gsale of agsets, f;kffb
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111) The nrocecds from gole of shore. gre contrlbuted in thc
the srorortion of 3o0:7o to the POF and 50,raspactively,
while the proceeds from the scle of cssets will ve
retainsd by tha CCs,

iv) “he EG} hig the obli-ation to reduce its ownership
intereot in CCo untll their complete privetisztion?
through different methods cccording to the law,

v) Thére crg certain cothezories of purchasers tiaot
are preferrud in the scle of shares ncnd asgets and/or
that benefit frou various facilities( ez.credit) to
agoiagt thcir purchuass of shares,

II, Obijcctive

The objective of ths proposed technical asaistance to
the Haotional Ajcacy for Privatrisation is to furtner
inmedizte efforts to inplement the Privatisatien Low,

In this field the ocseistance. will include preparation

and implementation of the privatisation of o

commercial company-selected‘for "early privctisction”-
throush sale of shares using manegement —ampleyees buy-eut
.methed.

IIT," sk of thc Adviser

The Advisor will assist with the preparation of:
- plcnning and managenent;
- readying the commercial companys;
- valuation and pricing;

= deternining the futuro owner;

- employﬁent 1ssucse and employee pariicipcijon;
- = restructuring,if necesocry and privatisation

implementation; _
- postetransactional integration,

IV.Adpinistrative arranrements

+le taaks of the Advigor for thig proiset w1



include a multidisciplinary tesam to ensuret

~ gtratezic vzluation analysis andpplanning;

- cccounting systeny

« marketinzicapitol market assessement and

identification of potentisl inveator;

- manggenent support including structure’
troining,incentives.

A brief deséription cnd the terms of rsference
for the ccupany to be privatised will be prepared
t1ill 15th lJovember 19Sl.

As soon as pogsible we shall sond these detoills,

Q
liational Agency for Privatisaticn
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PREFACE

Investing in Romania has been prepared by the Romanian Development Agency to provide
information of interest to those considering investing or doing business in Romania. This
draft publication was written with the assistance of the accounting and consulting firm of
KPMG Peat Marwick Thorne, the Canadian member firm of KPMG. The law firm of
Hall, Dickler, Lawler, Kent & Friedman of New York also participated in this project.

A more complete version of this book will be available shortly.

Financial support for writing Jnvesting in Romania has been provided by the Government
of Canada (Task Force on Central and Eastern Europe of the Department of External
Affairs and Internadonal Trade Canada) and ASEA Brown Boveri (ABB).

The information in this booklet is of a general namre and should be used only as a guide for
preliminary planning purposes. Comprehensive professional advice should always be
obtained before implementing any plan to invest in or immigrate to Romania. This edition
15 based on information available as of October 31, 1991.

More detailed information on matters discussed in this publication can be obtained from the

Romanian Development Agency or Romanian diplomatic or consular offices located
abroad.

The Romanian Development Agency wishes to thank: the Government of Canada; ASEA
Brown Boveri (ABB); Hall, Dickler, Lawler, Kent & Friedman; and XPMG Peat Marwick
‘Thorne for their assistance with this publication.

Romanian Development Agency
Bucharest. Romania
October 1991
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CHAPTER 1

ROMANIA - A BRIEF SURVEY

Romania, located along the Danube and on the western shore of the Black Sea in South
Central Europe, is an emerging Central European democracy. The Romanian people owe
their heritage to Rornan settlement of the lower Danube valley; the culture and language of

Romamia are influenced by both its Lartin roots and the culture of its neighbours.

Romania's population in 1991 was 23.2 million people, with slightly more than half living

in urban centers.

Major Romanian population centres are:

City Population
Bucharest (capital) 2,318,889
Brasov 352,640
Constanta 315917
Timisoara 333,365
Cluj Napoca 317914
Galatd 307,376
Ploiesti 247,502
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1.1. Geography and Population
With an area of 237,000 square kilomeiers (91,500 square miles), Romania 1s a mid-sized
European country; it is slightly smaller in area than Great Britain and it is the 12th largest

nation in Europe.

Romania is located in the south eastern portion of Central Europe. On the southeast,
Romania is bounded by the Black Sea, on the south by Bulgaria and on the west by

Yugoslavia and Hungary. On the north and east it is bounded by the U.S.S.R.

The climate varies considerably with the geography of the country but is generally
considered to be a continental climate with a large annual range of temperature. In the
south, the climate is somewhat Mediterranean due to its proximity to the Black Sea and the

Mediterranean.

The ethnic makeup of the country is predominantly Romanian. A breakdown of the

population is as follows:

«  Romanian 88.1%
»  Magyar 7.9%
»  German 1.6%
+  Others 2.4%

The official language of Romania is Romanian. This language, which uses the Latin
alphabet, is similar to many other Romance languages and draws heavily on its Latin
origins. English and French are also widely spoken. Hungarian and German are spoken

1n certain regions of the country.
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1.2, Economy

Romania's economy combines strong industrial and agricultural sectors. Major industrial
sectors include mining, machine building, aerospace, chemicals and electrical equipment.
The consumer goods area is growing, with specific emphasis on clothing, footwear,
furniture, household appliancés, glassware and china. Romania's gross national product

on a per capita basis in 1990 is estimated to be U.5.$1,700.

Romania's major trading pariners are:

. Germany;

. Ttaly;

. United Kingdom;

. United States of America; and
. USSR.

The Romanian unit of currency is the leu. At present, a two-tiered exchange rate is in
place. An official rate, pegged to the U.S. dollar, is used for purchases of certain imported
goods including foodstuffs and perroleum products. A higher free market rate is used for
the majority of commercial transactions and for all personal transactions. Plans currently

exist to implement a single market-driven floating exchange rate by the end of 1991.

Prior to December 1989, the economy was cenmrally planned and controlled. Since the
change to a democracy, private enterprise has been encouraged and supported. More than
100,000 private enterprises in various forms have already been established. representing an

estimated 10% of gross national product.
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Privatzation legislation passed in August 1991 provides for the transfer to the private
sector of most state enterprises. Vouchers are to be issued to all adult Romanians and will
be exchanged for either shares of a Romanian company or for units in one of five private
ownership funds. Plans are underway to establish a stock exchange to provide a market

for trading shares.

Newly incorporated private businesses will be able to raise additional capital by issuing

shares directly to investors.

1.3. Government
Romania's natonal government is a parliamentary democracy. The President, elected by

universal suffrage, will normally serve for a four-year term; the first free presidential

. election was for a two-year term. Parliament is by-cameral. The lower house is known as

the Assembly of Deputies and the upper house as the Senate.

The first democratic national elections were held in May 1990; the next elections are

scheduled to held in May 1992.

The head of government is the Prime Minister, appointed from the party with the largest

number of seats in Parliament.

Romania 1s in the process of developing a new constdtution; when enacted, it will reflect -

more fully the change to democracy.

Local government is provided by 41 counties, 237 cities and towns and 2,700 other local

governmental authorites.
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1.4. International Memberships

Romania is a member of the following organizagons: .

. The United Nations (UNY;

. International Monetary Fund (IMF);

. The International Bank for Reconstruction and Development (IBRD):
. International Finance Corporation (IFC);

. European Bank for Reconstruction and Development (EBRD);

. General Agreement on Tariffs and Trade (GATT); and

. Bank for International Settlements (BIS).

In addition, Romania is working with the Group of 24 and the European Community; in

January 1991, Romania's access to the European PHARE program was approved.

1.5. Investment Climate

Prior to the implementation of democracy, Romania sought to industrialize quickly and to
repay the external debt incurred in its induswialization process. While the foreign debt was
virtually extinguished by the end of 1989, this repayment was accomplished at & high

social cost as well as by diversion of necessary investment and maintenance expenditures

from industry.

Many industrial projects undertaken during the former era were ill-conceived and were
unable to generate sufficient funds to repay the capital expenditures incurred. As a result,

food and other products were diverted from the domestic market; these products were

exported in order to service and repay the debt.
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1.4, International Memberships of Romania

Romania is a member of the following organizations:

. The United Nations (UN);
. International Monetary Fund (IMF);

. The International Bank for Reconstruction and Development (IBRD);
. International Finance Corporzatdon (IFC);
. European Bank for Reconstruction and Development (EBRD);

. General Agreement on Tariffs and Trade (GATT); and
. Bank for International Settlements (BIS).

In addition, Romania is working with the Group of 24 and the European Community; in

January 1991, Romania's access to the European PHARE program was approved.

1.5. Investment Climate

Prior to the implementation of democracy, Romania soughi to industrialize quickly and to
repay the external debt incurred in its industrializadon process. While the foreign debt was
virtually extinguished by the end of 1989, this repayment was accomplished at a high
social cost as well as by diversion of necessary investment and maintenance expenditures

from industry.

Many industrial projects undertaken during the former era were ill-conceived and were
unable to generate sufficient funds to repay the capital expenditures incurred. As a result,
food and other products were diverted from the domestic market; these products were

exported in order to service and repay the debt.
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Today, the economy is moving from a command-style industrial economy to an
economy with a broader base including increased emphasis on agriculture and consumer

goods. Main elements of the reforms to date include:

. privatization of state enterprises;

. privatization of land;

. removal of state subsidies on manufactured goods and other products:

. development of a free-market finance and banking system;

. transfer of autonomy to remaining state enterprises for pricing and 1nvesiment
decisions:

. devaluaton and improved convertibility of the leu;

. liberalization of regulations concerning imports and exports; and

. development of a modern tax system including income taxation and value-added
taxation.

The main economic challenges facing Romania at present include:

. inflation, resulting from price adjustments as state subsidies are phased out;

. unemployment, as non-competitive industries close or reduce the scale of their
operations; \

. a current account deficit of U.S.$1.7 billion in 1990 compared to a U.5.$2.5

billion surplus in 1989, due mainly to the need to pay for increased oil imports and
electricity with converdble currency; and
’ areduced level of economic activity in manufacturing, construction. mansport and

agriculture as a result of economic restrucruring.
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Major govemment inidatives to improve the econormic situation in Romania have included:

. imposition of a floating exchange rate and effective devaluation of the currency
from 12 lei to the U.S. dollar in December 1989 to a market rate;

. assumption by the government of unserviceable state enterprise debt prior 10 the
privatization of the banks and state enterprises: and

. implementation of more competdve interest raes.

Advantages of Romania as a location for invesunent generally include:

. excellent location 1n Central Europe for access to both Western and Central

European markets;

. a wide range of natural resources including fertile agricultural land and significant
tourism potental;

. extensive maritime and river navigation facilities (Constanta is the largest port on
the Black Sea);

. attractive legislation for foreign investment allowing 100% foreign ownership of
investments;

. a skilled labour force, with wraining in technology and engineering;

. competitive labour rates; and

. tax holidays, customs duty exemptions and other inducements for international
investors.

Foreign investors may carry out their investment activities through wholly-owned
companies, partially-owned subsidiaries, joint ventures or branches. Invesrment is
possible in most sectors of the economy with the exception of restrictions in certain

defence- related industries.
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Romanian legislaton provides guarantees against natonalization or expropriation of foreign
investments. For example, in the event of expropriation of a building to construct a
highway, compensation procedures established in law would be followed.

The wansfer of profits earned by foreign investors is not restricted. All convertible
currency profits made in Romania may be ransferred abroad after appropriate taxes, if any,
are paid. A portion of annual profits earned in lei can also be transferred abroad, at the
official exchange rate. The amount transferable in this manner varies between 8% and 15%

of an investor's paid-in capital. The balance of any profits made may be wansfered through

the financial (Interbank) market.

As in the past, investment capital throughout the world will continue to be much in
demand. Romania welcomes the influx of foreign capital, rade and ideas and provides an

investment climate that is atractive to inierested foreign investors.
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CHAPTER 2

FORMS OF BUSINESS ORGANIZATION

The foreign investor has numerous options available for organizing business opecrations in
Romania.

Similar to the situation in other industrialized countries, commercial enterprises in Romania
are separate legal entities. This means that they operate in their own right and are distinct
from their shareholders and managers. Organizations have their own names, management,
head offices and places where their actvities are carried out.

Corporations established in Romania are legal entities subject to Romanian law. Company
Law No. 31/1990 govermns five forms of commercial enterprise:

. general partnerships;

. limited partnerships;

. limited liability companies;

. joint stock companies; and

. limited joint stock companies.

With the excepton of very small organizations, commercial enterprises must be registered
with the Commercial Register of the Romanian Chamber of Commerce. The enterprises
take on separate legal status beginning with the date of this registranon.

All forms of commercial enterprise, whether partnerships, limited liability or joint stock

companies, must publish their balance sheets annually in the Official Gazette. This
requirernent is currently under review.
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2.1. General Partnerships
A parmership is usually defined as the relationship which exists between persons carrying
on business in common with a view to profit.

The parmership relationship is based on contract. Any person who is capable of entering
into a binding contract can enter into a partnership. A written parmership agreement must
be approved in a court in the diswmict of the partnership's head office. Following this
approval, the parties must register the partnership with the Commercial Register.

In a general partnership, the partners are jointly liable for the debts and obligations of the
partnership and each partner is personally liable for the total of all such debts and
obligations that are not satisfied by the assets of the partnership.

Capital of the partnership is made up of the partners’ contributions, these contributions can
include cash, real estate, equipment or other property. Conuibutions become assets of the
partnership and comprise its registered capital. Romanian law does not set maximum or
minimum limits on registered capital, nor does it indicate how much must be in cash or
other assets. These decisions are left entirely to the discretion of the partners.

A general partnership can have two or more partners.

A general partnership must select a name for itself; included in this name must be one of the
partners, as well as the nature of partnership, the fact that it is a general partnership
(Societate in nume colectiv - S.N.C.). If a person who is not a partner permits his or her
name to be used in the name of the parmership, that person becomes liable for the debts and
obligations of the parmership in the same fashion as general partners.

“General parmership matters are determined by a written partnership agreement. Where the
agrecment 1s silent or unclear, decisions are made by partners based on their relative capital
contributions.

If a partnership seeks to have formal management, perhaps because of its large size, a vote
of the partners representing a majority of the registered capital is necessary to elect
management.
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A general partnership can be a convenient and practical way to conduct a business if all the
principals have a financial interest and participate actively in the business. The principal
risk or danger is the unlimited liability to which each partner is exposed if the partnership
cannot meet its financial obligatons.

There are no legzl requirements for audits of general partnerships. However, under
Romanian law, adequate financial records must be maintained and kept available for
inspection.

2.2. Limited Partnerships

A limited partnership is a partnership which consists of one or more general parmers, who
manage the business of the partnership, and one or more limited partners, who contribute
capital (money or other property) to the partership but who do not participate in 1s
management. Generally, limited parmers are not liable for the debts and obligations of the
partnership beyond amounts they have contributed to the partnership; the general partners
are liable as they would be in a general partnership. From the point of view of the limited
partner, thercfore, an investment in a limited partnership can be similar to an investment in

a corporaton.

While the limited parners may not take part in the control of the business, they may
examine the state and progrebs of the partnership business and may advise as 1o its
management. A limited parner may also act as a contractor for, or an employce of the
limited partmership or a general parner.

Company Law No. 31/1990 generally sets out the rights, powers and obliganons of limited
partners. For example, a limited partner may be held liable as a general partner if the
limited partnership legislation is not strictly complied with, such as when the limited
partnership has not been appropriately registered, or when a limited partner participates in
the management of the partnership’'s business, or allows his or her name to be
inappropriately used in the name of the limited parmership.

Limited parmers share in the profits or other compensation by way of income in proportion
to their partnership conwibutions. However, no such distribution can be made if it would
reduce the assets of the limited parnership to an amount insufficient to discharge its
liabilities to persons who are not partners.
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A limited partnership is a practical form of orga.nizadon for a pooled investment where the
investors would not normaily participate in the control of the investment. The investors are
limited partners while the professional manager of the partnership acts as the general
parmer. In this way, the investors share in the profits but, as limited partners, their
financial risk is limited to the capital they have contributed.

A limited partnership must use in its name the words "limited partnership” (Societaze in
comandita simpla - 5.C.S).

2.3, Corporations

The distinguishing characteristic of a corporation is that it exists as a legal entity separate
and apart from its individual shareholders. Thus, the debts and obligations of a corporarion
are liabilities of the corporation, not of the individual shareholders. In addition, the
corporation's existence is perpetual.

A corporation may carry on business in a name other than that in which it was
incorporated.

There are three types of corporations in Romania: limited liability companies, joint stock
companies and limited joint stock cornpanies.

Company law requires that proper books of account be maintained and that directors have
ready access to these books. Limited liability companies with 15 or more shareholders and
all joint stock companies must appoint auditors.

A limited liability company may have a single auditor. Joint stock companies must have at
least three auditors unless the firm's incorporation document and registration provide
otherwise. A majority of auditors must be Romanian citizens qualified to practice in their
profession. In cases where the Romanian government holds 20% or more of the registered
share capital of a joint stock company, at least one of the auditors is appointed by the
Ministry of Finance.
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2.4. Limited Liability Companies

A limited liability company is a corporation which issues share capital to a limited number
of shareholders. Shareholders can be as few as one but cannot exceed 50. Limited liability
companies with more than one shareholder must register with the Commercial Register. In
the case of a limited liability company owned by a single person, a notarized incorporation
document is sufficient.

The registered capital of a limited liability company cannot be lower than 100,000 lei, of
which, at most, 60% can be contributed through assets in kind and the balance in cash. At
present, capital contributed by a foreign investor is converted at the official exchange rate in
effect at the time the capiral is contibuted.

The registered share capital of a limited Iiability company is normally divided into shares
with a registered or par value of not less than 5,000 lei. Shares cannot be freely maded
making limited liability companies similar in concept to what are known as private
companies in gther jurisdictions. Shares of these companies may also not be pledged as
collateral for loans.

A limited liability company is known as an S.R.L. (Socierate cu Raspundere Limitaia).

2.5. Joint Stock Companies

A joint stock company is a limited liability corporation with registered capital of a minimum
of 1 million lei and with at least five shareholders. Share certificates may be issued in
bearer form or may carry the name of a particular shareholder. The nominal or par value of
the individual shares should not be lower than 1,000 lei.

A joint stock company may be set up privaiely or by public subscription. In the case of a
company established on a private basis, documents incorporating the company must
indicate:

. the name and address of shareholders as well as their citizenship or nationality:
. location of the head office of the company along with the location of branches and
subsidiaries; !
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the nature of the business in which the company is engaged;

details of share capital including number of shares and registered or par value; and
name, address and citizenship of company directors and any special powers or
rights granted to them.

When a joint stock company is established by public subscription, a notarized prospectus
must drawn-up and filed with the Commercial Register in the district where the head office
of the company is situated. The Register's office will certify compliance with Romanian
legislation and will authorize issuance of the prospectus. A joint stock company's
establishment by prospectus is only possible if the entire registered capital outlined in the
prospectus has been subscribed and half the funds raised deposited in a bank. If public
subscriptons exceed the registered capital as outlined in the prospectus or are less than the
amount sought in the prospectus, a meeting of the shareholders must be held to approve
any revisions to the captial.

Within a maximum of 15 days from the establishment of a joint stock company by public
subscription, a constitutive or founding meeting must be held. This meetng, which must
be advertised in the Official Gazette, provides evidence that capital has been subscribed,
determines the value, if any, of contributions in kind, approves the profit sharing between
founders of the company and other shareholders and appoints directors and auditors.

Activities of a joint stock company are subject to approval by a court in the district where
the company has its head office. Evidence must be provided to the effect that the funding

of the joint stock company meets its obligations in terms of share capital, contributions in
kind, etc.

A general meeting of the shareholders of a joint stock company is called at least once a
year, within a maximum of three months from the end of the fiscal year. Special meetings
of the shareholders can also be called by the directors when necessary; for example, 1©

increase the company's share capital, change its name or merge with another company.
Unless the articles of incorporation or by-laws stipulate otherwise, shareholders exercise

their right to vote 1n proportion to their shareholdings. Shareholders are entitled to be
represented by proxy.
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The operations of a joint stock company are govemed by a board of directors, although it
is possible to have only one director. At least half of the directors must be Romanian
citizens unless the articles of incorporation and by-laws of the company provide
otherwise. The first directors may be appointed for two years. Their terms can be
extended for only two additional years; this provision is under review.

Joint stock companies may raise capital by issuing bonds but the amounts involved cannot
exceed 75% of the paid-in capital at the date of the last approved balance sheet. Bonds can
be placed privately or can be issued by public subscription. In the later case, a prospectus
must be prepared and filed with the Commercial Register.

A joint stock corporation is normally recognized by the use of one of the words "limited”,

"incorporated” or “corporation” (Societate anonima - S A.).

2.6. Limited Joint Stock Companies

A limired joint stock company is a form of limited company. It has characteristics of both
a joint stock company and a partmership. Like a limited parmership, there are general and
limited pam{ers. Similar to a joint stock company, the capital of the limited partners is
represenied by shares. In common with a partnership, the general partners may be liable
for the debts and obligations of the company beyond amounts they have contributed. The

limited partners, not active in the management of the company, have their liability limited
to their share ownership,

2.7. Foreign Investment Approval
The approval mechanism to be followed by a foreign investor for all five types of
organization govemned by Company Law No. 31/1990 is as follows:

. make an application to the Romanian Development Agency. This application
should include a copy of the investor's latest financial statements or balance sheet;
. within 30 days, the Romanian Development A gency will normally respond to the

application by issuing a Confirmation. If no response is received during this 30
day period, confirmaton is avtomaric;

. the partnership agreement for partnerships, and the articles of incorporation and by-
laws for corporations, of the proposed entity are then notarized by a Fublic Notary;
. within 15 days after notarization, the partnership agreement or articles of

.incorporation must be registered with the local Court in the district of the proposed
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organization's head office. Also accompanying this documentarion should be any
corporate by-laws and the Confirmation of the Romanian Development Agency;

. documents are then published in Romania's Official Gazette; and

. registration occurs with the local office of the Commercial Register.

Once this registration process is complete, a foreign investor should request an Investor's
Certificate from the Romanian Development Agency indicating its status as a foreign
investor.

2.8. Sole Proprietorships

A sole proprietorship is simply a business carried on by an individual. The individual is
entitled to all the profits from the business and is personally liable for all 1ts debts and
obligations. The individual's liability with respect to the business, is therefore not limited
to the assets in the business, but also extends to personal assets.

A sole proprictorship is not required to be registered. However, if it operates under a
business name which is not the individual's name or which is the individual's name
coupled with words such as "and Company", ar appropriate declaration must generally be
filed in accordance with the regulations of the Commercial Register.

2.9. Representative Offices

Foreign corporadons are entitled to set up representative offices in Romania. While trade
representatives cannot enter into commercial contracts on their own, they are entitled to
enter into contracts on behalf of their parent organizations.

Establishing a representative office with the Ministry of Commerce and Tourism is a
straightforward matter. A nominal fee is levied and general information must be provided
on the name of the office, its intended activities as well as the name and address of the
individual ade representative(s).

Applicadons for representative status shouid be accompanied by the following documents:
evidence issued by a Chamber of Commerce or other official body of the trade
representative's country of residence indicating its legal existence. activiues and
registered capital;

confirmnaton of financial stability from the represeniative’s principal banker;
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. statutory or other documentation indicating the nature of the organization's actvites;
and

. a notarized mandate of the individual or individuals appeinted to act as mrade
representative(s). .

2.10. Joint Ventures

A joint venture is informally described as a particular business activity carried out in concert
by two or more persons. There is no legislation which specifically regulates joint ventures
in Romania, and there is no precise legal definition (or status) of a joint venture. Where a
corporation is formed to carry on a joint venture business, it is sometmes referred to as an
incorporated joint venture, Such a corporation is generally an ordinary corporation such as
a limited liability or joint stock company and no special treatment results from it being
called a joint venture.

Unlike certain other countries, there are no limits on foreign participation in commercial
organizations. A foreign investor can establish a wholly-owned enterprise in Romania.

2.11. Branches of Foreign Companies

A foreign corporation can carry on business in Romania through a branch. The branch
must be licensed or registered to carry on business. Legally, the branch has no separate
status from the foreign company itself--it is merely carrying on business in Romania. The
foreign company will be liable to the employees and creditors of the branch for the actions
of, and debts contracted by, its managers and agents on behalf of the branch.

In order to establish a branch, a foreign investor should submit an application to the
Romanian Development Agency. This application must be accompanied by a notarized
copy of the articles of incorporation of the parent organization, evidence of registration of
the parent company in its country of origin and documentation indicating the firm's
financial stability. The Romanian Development Agency will in turn present this application
to the General Secretariat of the Government with the recommendation that the branch be
accepted for registration or not.

Assuming the branch is accepted, it must be registered with the local office of the
Commercial Register.
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In order to register a branch, an investor will need to deposit a guarantee of a minimum of
100,000 lei with a commercial bank. This guarantee will be released upon registration of
the branch.
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CHAPTER 3

TAXATION

Since the State controlied almost all economic activity at one time, taxadon was virtually an
unknown concept among domestic Romanian companies. Now, however, with the move
to a market-based economy well underway, the process of developing a tax system to
reflect the realides of an open economy has increased in importance.

In 1990, Romania implemented a ransitional tax system designed to increase the tax base
and reduce economic distortion inherent in the old centrally planned economy.

Sales taxes were fundamentally revised on November 1, 1990. The base was extended
substantially from domestically produced final goods for domestic consumption to most
goods and services with the exception of exports. The tax rate structure was simplified and
all rates were transformed from specific to ad valorem rates, and in the process,
considerably reduced.

A new corporate profits or income tax was introduced at the beginning of 1991. This tax
reduced the tax burden imposed under the old system by abolishing various funds to which
enterprises were forced to conmibute. At the same time, the former levy on wages paid by
employers was replaced on January 1, 1991 with a tax on individual wages. This tax is
paid by the individual employee through a system of withholdings at source.

A European-style value-added tax is expected to be introduced in 1992, and the wage tax
paid by employees will be replaced by a comprehensive personal income tax system in

1993. There is currently very limited taxation of individuals in Romania including
individual foreign investors.

Further changes will be made to the overall tax system to simplify its structure, reduce
marginal rates and introduce a measure of neutrality or integration between the corporate
and personal tax systems.
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3.1, Corporate Taxation
Corporate income taxes are levied on a company's taxable profits.

Company profits are subject to tax in accordance with Romanian legislation. The table
below outlines the tax on a sample of assumed profit levels,

Table I
Representative T, n _Pr

Annuel Profit (lei) Tax* (lei)

25,000 NIL

500,000 93,500

1,000,000 243,500

5,000,000 1,623,500

130,000,000 52,873,000

over 955,000,000 547,873,500 on first 955,000,000 lei

+ 77% on excess
* before tax holidays and other incentives

In arriving at taxable income, organizations begin with annual gross income from their
financial statements and deduct certain permissible expenses. These amounts include:

. expenses corresponding to activities carried out to earn income such as the cost of
goods sold, wages and other operating costs;
. taxes paid for the use of State property;

. professional training and on the'job training costs;

. research and development expenses;

. commissions paid to agents for foreign trade activites;

+ - expenses for entertainment, advertising and promotion within limits set by the
Minismy of Finance; '

. conmributions to reserve funds and other special funds established by government
decree;
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. prior year's losses to the extent that these sums have not previously been claimed;
and

. contibutions and donations for cultural, charitable or sporting acnivities within
certain prescribed limits.

Profits repatriated outside of Romania are subject to a further 10% levy in the form of a
withholding tax.

3.2. Personal Taxation
Personal income taxation was virtually an unknown concept under the old regime.
Romania is currently developing a comprehensive personal income tax systemn but is still in

the early stages of this process.

Employees pay taxes on their wages and this tax is withheld by the employer and remitted
to the government on behalf the employee. This system is typical in most industrialized
nations. Rates are moderate. For example, on monthly incomes of up to 500 lei, the tax
rate is 6%. On monthly income of 10,000 lei, the tax is 2,452 lei and on monthly income

in excess of 25,000 lei the tax is 7,752 lei plus 45% on the amount exceeding 25,000 lei.

Personal taxes are currently not levied on certain forms of income such as interest,

although this is expected to change with the new system.

For the foreign investor who is working in Romania as an employee of a Romanian
company and is paid a wage by that company, Romaniza's normal wage tax rates apply.
For foreign expatriates residing in Romania who may be paid by their parent organizations

and not by Romanian entities, no personal taxation is in effect.

Romania does have a system of inheritance and gift taxes but, again, these are being

reviewed.

Page 24



3.3. Sales Taxes
At present, Romania has a sales tax system which pre-dates December 1989. This sales tax
system will be replaced over the next few years by a value-added tax based on the

European Economic Community model.

Sales tax is imposed on:

. most domestically produced and imported goods;

. all sales by food service operations including restaurants, canteens and catering
units; and
. services of many types.

The sales tax in place at present is not levied on the following categories of goods:

. products of primary or extractive industries, excep: oil, natural gas and salt;
. electricity;

. many agricultural products;

. goods supplied to the state reserves.

In addition to any applicable customs duties, sales tax is imposed on most imported goods.

This sales tax is paid by the original importer and is based on the tax rate applied to the
landed value after any applicable customs duties. Tax‘is further imposed on intermediaries
between the importer and the final consumer, similar to a value-added tax, and is based on
the difference between the price at which the intermediary buys the goods and the price at

which the intermediary sells the goods.
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3.4. Tax Incentives
Romania's foreign investment legislation includes a number of important incentives for

foreign investors.

Capital equipment imported by a foreign investor as his contribution to a venture is exempt
from customs duty. Similarly, imported supplies needed for production purposes are
exempt from the date a project is commissioned for a period of two years.

There 1s a general exemption from profits tax in certain cases including a five-vear tax
holiday for agricultural, industurial and construction enterprises, a three-year tax holiday for
exploration and natural resource production, communications and transportation and,
finally, a two-year tax holiday for rade, tourism, banking, insurance and other services.

Once the term of a tax holiday has expired, taxes on profits are reduced where an
organization makes certain use of its funds. Available tax reductions include: a 50%
reduction in the tax rate if profirs are reinvested in Romania, are used to expand operations
or are put towards environmental purposes: a 25% reduction if at least 50% of a project's
raw materials and energy are imported and at least 50% of the resulting products or services
are exported. This 25% reduction is also in effect if over 10% of expenditures are used for
research, development and training. Similarly this 25% incentive applies if at least 50% of
capital equipment is obtained from domestic sources or at least 50 new jobs are created
through reinvestment or expansion.
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CHAPTER 4

BANKING AND FINANCE

The Romanian banking system has undergone a major rescructuring in order to assist
Romania in its ransition to a market economy. Key elements have been the ransformation
of the National Bank of Romania into a role corresponding to the traditonal role of a central
bank, and the development of a network of commercial banks. This two-tiered banking
system was formally established in March 1991, although it had been in operation since late
1990. Prior to this, the Romanian banking system was composed of four commercial
banks and the National Bank of Romania, which served both as a commercial bank and as
the country’s central bank. The four commercial banks were highly specialized with each
of them making loans and taking deposits in a particular secior of the economy. For
example, the Bank for Agriculture and Food Industry dealt with farming whereas the
Savings Bank handled banking for the general public.

Under the new Law on Banking Activity, commercial banks will freely compete for
business in the general marketplace, taking deposits, making loans and offering a variety of
other banking services.

4.1. National Bank of Romania

The National Bank of Romania, Romania‘s central bank, was restructured in 1991. The
prime functions of the Bank are to: regulate credit and currency in the best interest of the
nation; control and protect the value of the national currency; mitigate by its influence,
fluctuations in the general level of production, wade, prices and unemployment as far as

reasonable: and generally to promote the economic welfare of Romania.

The Bank of Romania is engaged in several major areas of actvity including:



ARTH

. controlling both the supply of notes and coins and the overall supply of monetary
aggregates;

. establishing the foreign exchange policy of the State, setting exchange rates and
licensing and supervising legal entities authorized to conduct foreign exchange
transacdons;

. meintaining Romania's international foreign reserves and balance of payments
systemn; ‘ . '

. licensing commercial banks, both foreign and domestic, and monitoring their
activities on a monthly basis;

. setting the level of reserve requirements of commercial banks, which in turn
influences the liquidity of the financial systern;

. seting interest rate and exchange rate levels; and

. acling as an integral part of the emerging payments clearing system

The Bank of Romania is administered by a Governor appointed by the President and is
assisted by a Deputy Governor and three Vice Governors appointed by the Prime Minister.

Because competition among the commercial banks is a relatively new development and
given that the transition from a centrally-planned economy to a market-based system is not
yet complete, intetest rate policy is tightly controlled by the central bank. For example, the
National Bank regulates the spread on deposit and loan rates at commercial banks by
imposing a floor on deposit rates and a ceiling on lending rates.

Over tme, the development of a more competitive banking system and continued progress
to a free market will eliminate the need for the National Bank to regulate interest rate
spreads.

Officials of the National Bank are currently working with experts from the International

Monetary Fund and other experienced international financial advisors to establish detailed
policies and procedures for carrying out the Bank's mandate.
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4.2, Commercial Banks

The major domestic commercial banks in Romania are the Romanian Commercial Bank, the
Romanian Bank for Foreign Trade, the Agriculture Bank - Agrobank, the Romanian Bank
for Development and the Savings Bank. They operate in a manner similar to that of
commercial banks in other parts of the world, taking deposits and offering a variety of
personal, commercial and foreign rade services to their customers.

Romania's commercial banks began their operations with reladvely specialized portfolios
reflecting historical concentration in particular sectors of the economy. However, this
inittal specialization will diminish as the banks compete with each other in the marketplace.
A number of other banks with private capital have been licensed to begin operations
including the Bank for the Development of Small and Medium Sized Industries - Mind
Bank, Bank Co-op and the Commercial Bank Ion Tiriac.

Commercial banks are legal entities, established as commercial corporaticns. They can be
incorporated as joint stock companies.

All cormmercial banks must open current accounts at the National Bank of Romania and are
required to maintain minimum reserves. They can take sight and term depaosits in their
accounts in cash and in the form of securities from both individuals and commercial
enttes.

In addition to making loans, banks may buy, sell, maintain in custody and manage
monetary assets. They may also carry out iransfers, clearing operations and other
operations for their own account as well as for the account of third parties. In time,
commercial banks will be able to carry out operations and activities with respect to the

investment, custody and wading of securities, banking consulting services, trusteeship,
etc.

All commercial banks must submit monthly financial statgments including balance sheets
and income statements to the central bank. They are also required to report reserves in
excess of those required by the National Bank.
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4.3. Operations in Foreign Currency
Comumercial banks may, within the limits specified in their licenses, carry out operations in

foreign currency. There are no legal impediments to carrying out these activites.

A number of commercial banks (Romanian Comm;rcial Bank, Romanian Bank for
Foreign Trade , Agro Bank, Romanian Development Bank, Mind Bank, Bank Co-op) act
as brokers in currency auctions which were instituted in 1991. Commercial enterprises

may place orders for foreign currency through these banks.

In August 1991, foreign exchange desks at commercial banks and private currency
exchange houses were opened 1o carry on foreign exchange operations for private
individuals.

4.4. International Banks

Foreign banks may operate in Romania upon receiving their licenses from the National
Bank of Romania. A number of well known foreign banks including Manufacturers
Hanover Trust and Soci€té Générale are already established. Foreign-owned banks have
the same rights and obligations as domestic banks.

In applying to commence banking operations, both foreign and domestic banks are subject
to the same licensing criteria of the National Bank. These criteria include:

*  maintenance of minimal capital requirements, consistent with those in the international
banking community;

+  evidence of a strong, professional management team;

+  presentation of a comprehensive three-year business plan; and

*  identification and stams of its shareholders.

4.5. Currency Convertibility

At present the leu is not fully convertible although progress is being made to bring this
about. Measures include: the elimination of the state monopoly on foreign exchange
activities; the introduction of a systemn whereby companies are permirted to retain a portion
of their net income in foreign exchange; and the creation of an interbank foreign exchange
market. Full currency convertibility is the publicly stated goal of the Romanian
government.
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4.6. Exchange Rates

A dual exchange rate system came into effect in early 1991 with the creation of an interbank
foreign exchange market to supplement the official exchange rate. This official exchange
rate, set by the National Bank, applies 1o sales of foreign exchange for imports of major
raw materials such as oil and gas.

In addition to the official fixed exchange rate set by the National Barik of Romania, a
market rate is available through the interbank market. This market rate is accessible to
individuals and commercial entties via the commercial banking system.

Foreign exchange purchases and sales for most current account transactions are permitied.

The actual process works by auction at the Narional Bank of Romania. Commercial banks

bid on behalf of their corporate and other legally registered clients, including individuals.

Following a series of devaluations of the leu, banking and other government authorities are
moving to bring the official exchange rate into line with the market rate. A single free-
floating exchange rate is to be adopted by the end of 1991,

4.7. Foreign Currency Transactions

Designed to enhance market stability, Romanian legislation imposes a number of rules
involving foreign currency wansactions:

. Individuals entering Romania may bring in up to U.S.$50,000 in foreign currency;

. Romanian residents may leave the country with the equivalent of U.S.$1,000 per
person per departure without documentation and a further U.S.$4,000 with
approval;

. Foreign' currency in excess of U.S5.$50,000 and U.S.$5,000 must be wansferred

through the banking system;

. Romanian citizens and foreign visitors must declare to customs officials amounts of
foreign currency in excess of U,5.51,000 that enter or leave the country. They
may not take more currency out than they declared at the time of entry;

. Payments for goods and services in Romania are to be made in lei;

. Romanian residents and foreign visitors may open foreign currency bank accounts
in.banks licensed to conduct foreign exchange wansactions.
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CHAPTER 5

GENERAL COMMERCIAL RULES

5.1. Export - Import Procedures and Regulations

Romania has a system of licensing imports and exports. This system, administered by the
Ministry of Trade and Tourism's foreign trade department, issues import and export
licenses and administers export quotas. Import and export licenses are required for all
rade; the information is used mainly for statistical purposes as licenses are now routinely
issued. Export quotas are in place for certain commodities to ensure that foodstuffs and

energy are not exported to the detriment of Romanian consumers.

Romania has been a memnber of the General Agreement on Tariffs and Trade (GATT) since

1971 and hence, imports are govemed by mules of this convention.

Customs duties, which are applied on a non-discriminatory basis to all importers, whether
state-owned or private and regardless of the country of origin, have recently been reduced
on average by 10% to 30%. The average duty now is below 10% on an weighted average

basis.

The Ministry of Finance administers customs duties and, in compliance with the procedures
stipulated by GATT, has put into place a mechanism to impose additional import duties on

certain goods, such as luxury goods.
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If items such as certain raw materials are being imported by state organizations and are
being financed by state currency reserves, the application for an import license must be

endorsed by the Ministry controlling the foreign exchange in question.

5.2, Customs Duties
To assist in the development of international trade, Romania has adopted the Harmonized
System of Tariff Nomenclature; this system is being gradually phased in to replace the

previous system.
A new customs tariff schedule is being phased in during 1991 and 1992. This tariff
structure or schedule is being developed on a product-specific basis, assessing the potential

competitiveness of Romanian products vis-a-vis products of the international marketplace.

Several categories of goods are exempt from customs dutes including:

. equipment imported as a foreign investor's contribution to an iniual investment;

. samples and models with no commercial value;

. test pieces, prototypes and materials for experiments;

. cultural material including books, other printed matter, sound and film recordings,
and educational and cultural objects; and

. goods classed as hurnanitarian\assistance or as legacies.

In order for a business to complete an import or export transaction, a customs declaration

must be completed and presented to customs officials together with the following

documents:
. import or export licenses;
. original invoices complete with descriptions and specifications of the goods;
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. shipping documents;
. certificates of origin; and

. health or sanitary certificates, as required.

The customs value of imported goods is based on:

. the external price, converted into Romanian currency at the market rate of
exchange; and

. additional charges such as foreign wansport, handling and insurance. Alternately,
the external price is increased by 10% if no documentation is available regarding

transport, handling and insurance costs.

If documentation concerning the value of the imported goods is not available, customs
authorities tend to determine the value on the basis of import prices usually charged for

such goods or similar ones.

In order to assist in the development of international wade, Romania has a customs duty
drawback system. This system permits a refund -of import duties previously collected at
the time that the goods in question are re-exported in either the same condition or after

being ransformed. processed or repaired, or after having been incorporated into products

being exported.

Romania has also developed free port zones, the first one being at Sulina on the Dzanube,
near Constanta on the Black Sea. Constanta Sud is also to be a free port zone upon

completion of constructon activities. Storage and trans-shipment can be undertaken in free

port zones without customs duties,
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Goods imported into Romania must comply with rules and regulations concerning health,
safety and labelling. In general, the Romanian regulations are similar to those of major
Western European countries. Additional information in this arez is available from the

Romanian Development Agency or from Romanian diplomatic and consular offices.

5.3. Domestic Commercial Transactions
Commercial activity in Romania is undertaken based on the legal framework set out in the

Civil Code, the Commercial Code and recent regulations and legislation.

Romania's legal system is derived from that of France. Romania's Civil Code, which was
adopted in 1864, was based on the Code of Napoleon of 1804. Romania's Commercial
Code, adopted in 1887, underwent considerable modifications up to 1940. In the pericd
from 1950 to 1989 the Commercial Code was used mainly for foreign trade and joint

venture activity.

After the events of December 1989, Romania introduced new legisiation and regulations

affecting commercial transactons, including:

. Company Law (No. 31/1990);

. Commercial Register Law (No. 26/1990);

. Tax on Profits Law (No. 12/1991);

. Foreign Investment Law (No. 35/1991); and
. Privatization Law (No. 58/1991).

Romanian commercial legislation is available in English from the Romanian Development

Agency.
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Romanian law defines a business person as one who undertakes commerce as his or her
usual profession; the term business person also includes a comumnercial entitly. Such entities
can undertake a wide range of commercial transactions. Foreign nationals and
unregistered foreign businesses cannot have fee simple ownership of land. Registered
foreign investors, however, become Romanian legal persons and thus are entitled to

purchase property.

5.4. Pricing

Prices and tariffs for goods and services from the private sector are now being set by
market mechanisms. As Romania is still in a state of transition from a command economy,
some regulations exist concerning maximum gross margins, panicularly for certa‘in

consumer goods purchased from state-owned companies.

In general, domestic prices are not permitted to exceed international market prices for

goods of similar quality, this policy prevents dumping.

For imported goods, the wholesale price is based on the external price in convertible
currency expressed in Romanian lei at the free market rate. Customs tariffs, sales axes and
any import commissions are then added to the external price to determine the wholesale

price.

At present, Romania is undergoing a period of price increases as prices adjust to marker
economy. In order to minimize the impact for Romanian consumers of certain price
increases, the Government has placed, for a limited period of tme, a ceiling on maximum
wholesale prices for some raw materials and for some goods and services with high import

costs (e.g. electricity, peroleum products and some foodstuffs).
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5.5. Real Estate in Romania

Formerly, all existing factories, warshouses and commercial properties were state-owned.
After the passage of the Privatization Law in August 1991, these assets may become private
property by sale to the private sector or be transferred to state-owned enterprises

reincorporated as commercial enterprises.

At present in Romania there are three categories of agricultural land:

. land owned by state agricultural enterprises;

. privately-owned agricultural land; and

. land previously controlled by agricultural co-operatives and in the process of being
privatized.

There is both private and stare-owned residential property. State-owned property includes:

. housing units built after 1950 with state funds: and

. residential properties which were expropriated or nationalized by the former regime.

Properties built with state funds can be sold 1o their occupants. At present, no decision has
been made on how properties expropriated or nationalized will be returned to the private
sector. Properties already in the private sector can be freely bought and sold by Romanian

citizens and registered commercial entities.

State-owned land, which will be transferred to the private sector according to the Land
Law (No. 18/1991), will be subject t0 a minimum holding period of ten vears before it can

be resold.
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Land and buildings in Romania can be acquired by Romanian natural or legal persons. A
Romanian legal person is defined as any commercial company established in one of the five
forms stipulated by the Commercial Company Law (No. 31/1990), even if the capimal is

entirely that of a foreign investor.

5.6, Leasing of Real Estate

Individuals and businesses, whether Romanian or foreign, can rent property in Romania.
It is the responsibility of the lessor to pay any taxes levied on income from the property —
not the responsibility of the lessee or the renter. Lease provisions are negotiated freely

between tenants and landlords.

For investments in which foreigners partcipate, a Romanian organization or individual can
contribute as part of their contribution either real estate which they own or have the night to
use. Real estate which is brought in as participation by a Romanian partner to an entity or

commercial company becomes property of that venture from the moment of its contribution

to the entity.
Ownership of real estate in Romania is recorded under one of two systems. In certain

regions, records of real estate ownership are organized based on a legal description of the

land; in other regions, ownership is recorded based on the name of the owner.
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CHAPTER 6

LABOUR RELATIONS AND EMPLOYMENT STANDARDS

An employer must comply with a number of employment-related laws covering
employment standards, collective bargaining, human rights, health and safety, and
workers' compensation. In addition, employers are required to conwibute to a state-
administered social security fund.

6.1. Employment Standards

The Romanian government has legislation covering:

. hours of work;

. minimum wages;

. statutory holidays;

. paid vacanons; and

. paid materniry leave.

It is not usual for employers o provide benefits in excess of the prescribed standards.

Generally, a working month is 170 hours, consisting of weekdays only. Employees are
entitled 1o additional pay for overtime and usually receive four weeks paid vacation per
vear.

6.2. Termination

Employees cannot be arbitrarily dismissed. Employment siandards legislation sets
minimum notice (or pay instead of notice) that employers are required to give employees
whom they wish to terminate without cause. In some circumstances, the employer may
also be obliged to give the emplovee additional severance pay.
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6.3. Occupational Health and Safety

Employers are required to take reasonable care for the safety of employees. In addirtion,
employees are expected to take reasonable health and safety precautions themselves.
Romanian law gives employees the right to refuse to perform work that would put them or
others in danger. Employers may not discipline employees who properly refuse to work
under dangerous condigons.

6.4. Collective Agreements
Collective bargaining is well established in Romania with employers and employees fTee 10
negonate collective agreements. A typical collective agreement covers:

+ wages;
* working conditions;

+ social security provisions;

« dispute settlement mechanisms;

+ protection of trade union ieaders; and
» miscellaneous rights and obligations.

A collecnive agreement is generally for one year or more; at termination of the agreement,
the parties may decide to an extention with only slight changes or may work out an entirely
different arrangement. Collective agreements are always concluded in written form and are
registered with the local 1abour and social protection department of the Ministry of Labour.

Any disputes arising as 10 the interpreration of a collective agreement may be referred to the
courts for resolution.

6.5. Government Benefits

Romanians are provided with state-funded hospital and medical care which is ordinarily
funded from general government revenue. Employers contribute 22% of an employee's
wages to the government to help fund general social security benefits. There is also a
workers' compensation system which provides benefits and disability pensions to
employees injured in the course of employment. The compensation system is funded by
the state and covers all emplovees.

Page 40



The Romanian government administers 2 national unemployment insurance plan which
provides short-term benefits to employees who lose their jobs. Employees must contribute
1% of their wages to this plan. Employers are required to collect employee contributions
and remit them to the state fund on behalf of the employees.

In order to assist in funding retirement, death and disability benefits o workers and
dependents, employees contribute 3% of their gross salaries to a state pension fund. Asis
the case for the unemployment fund, the employer withholds employee contributions and
remits them to the state fund.
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CHAPTER 7

THE LEGAL SYSTEM

7.1. Overview ‘

Romania is in the process of further developing its existing system of civil and commercial
law which governs business relationships and contract matters. Many laws are similar to
those in effect in Western Europe and North America. In fact, Romanian legislation is
often based on precedents established in France, Italy and the United Kingdom.

7.2. Body of Laws

Romanian legislation encompasses both.penal and civil law.

The penal code and code of Penal Procedure were revised in 1990 and now guarantee
protecuon for the individual and for an individual's property. There have also been
changes in the rights of an accused, in order to better protect such individuals as Romanian
law assumes an accused is innocent vntil proven otherwise.

Concerning the body of commercial or business law, Romania has since December 1989
updated and expanded the legislation in this area.

A key element of commercial or business law was the Commercial Code, which was
adopted in 1887 and originally based on Italy's Commercial Code. The Commercial Code
was revised as required until the Second World War and until December 1989 limited use
was made of this body of law. Since December 1989, many parts of the Commercial Code
have been supplemented by new legislation based on current European standards.

For coniractual law Romania has, since 1864, used a Civil Code based on Napoleon's
Civil Code of 1804.
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Conceming negotiable instruments such as cheques, drafts and promissory notes, Romania
is a signatory of the Geneva Convention of 1930.

Following the change 1o democracy, Romania extensively expanded its body of law
concerning civil and business matters.

Some of the more important new legislation includes:

. Administrative Decisions Law (Law No. 29/1990. This law provides
remedies for contesting decisions of state organizations;

. Banking Law (Law No. 34/1990). This law stipulates how commercial banking

organizations can operate in Romania;

. Foreign Investment Law (Law No. 35/1991). This law guarantees investor rights
and stipulates investment incentives;

. Land Law (Law No. 18/1991). This law provides for the privatization of
approximately 80% of state owned agriculral land:

. Commercial Company Law (Law No. 31/1991) stdpulates the form of organization
by which individuals or companies can do business in Romania; and

. Privarization Law (Law No. 58/1991). This law stipulates how state enterprises
will be returned to the private sector.

7.3. Commercial Register
Romanian legislation sets out provisions for registration of businesses (either natural or

legal persons) in the Commercial Register.

The purpose of regisiration is to provide statistical data and also to provide a formal public
record of business entities.

The national office of the Commercial Register 1s under the direction of the Romanian
Chamber of Commerce and Industry. The Commercial Register maintains separate records
for both individuals and corporatons/partnerships.

The Commercial Register ensures that there is no duplication of business names in

Romania and the uniqueness of an entity's trademark/logo.
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The office of the Commercial Register is under the supervision of a judge where decisions
can be contested by appeal.

7.4. Bankruptcy Law

The Romanian Commercial Code regulates the bankruptcy procedure applicable to both
business individuals and corporations/partnerships when the person or business
organization is unable to meet its obligations.

Romania's bankruptey law is a judicial procedure which offers assistance 1o creditors in
recovering amounts owed to them.

7.5. Protection of Intellectual Rights
Romania is a signatory 1o international convention concerning inteliectual rights and has
domestic legislation which protects property rights.

Romanian legislation protects inventions and innovations. The State Office of Inventions
and Marks reviews patent applications, issues patents reviews mademark applications and
registers trademarks. Inventions and innovations are protected by Law No. 62/1974.
Trademarks are protected by Law. No. 28/1967.

Romania is a signatory to several conventions concerning the protection of tradermarks:

. the Paris Convention concerning the establishment of an International Union for the
Protecton-of Industrial Property;

. the Stockholm convention of July 14, 1967 concerning the establishment of the
International Union for the Protectdon of Industrial Property;

. the Convention of the World Organization of Intellectual Property (Stockholm, July
14, 1967; and

. Madrid Convention for the International Register of Trademarks (July 15, 1894).

Romania has signed a number of bilateral conventions designed to protect industrial
property. Signatory countries include Belgium, Great Britain, Italy and the United States.

At present, Parliament is to discuss drafts of he following legislation dealing with
intellectual property:
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. patent law;

. law on copyright and related rights;

. law regarding industrial property;

. law regarding the protection of rade marks and geographical names;
. law regarding the protection of industrial drawings and models; and
. law regarding the protection of integrated circuit design.

Further information concerning the protection of intellectual property rights. including
patents, trademarks and originating products can be obtained from the State Office for
Invenitons and Trademarks. (Str. Ioan Ghica, No. 5, Sector 3, Bucharest, tel. 15.90.66:
telex 11370 ROPAT R.)

7.6. Legal Profession in Romania
There is a respected bar association in Romania whose members are well educated and are
licensed to practice.

Members of the Bar Association are able to assist foreign investors to register their
investments with appropriate Romanian authorites. A number of lawyers have experience
in internatonal trade marters and are conversant with the normal practices and requirements

of international business, as well as with the requirements of Romanian law.
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CHAPTER 8

ACCOUNTING AND AUDITING

In the past, the main purpose of accounting was to satisfy cenwral planning authorities that
production targets were being attained. The concepts of profit, return on investment or
anything dealing with measurement of financial results was virtually irrelevant.

Today, Romania is embarking on a program to adopt western-style generally accepted
accounting principles. As well, a formal accounting degree was created in 1950 and
relationships with foreign accounting bodies in Europe and North America are being
forged.

Small accounting firms can be found in principal Romanian centres and the large
internatonal firms are establishing themselves in Bucharest. ,

As the independent audit funcrion was virmally unknown prior to December 1989,

Romania is at present relying on international auditing firms and advice from associations
of professional auditors in other countries o develop and implement auditing standards.
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CHAPTER 9

PRIVATIZATION IN ROMANIA

The privarization process is one of the most fundamental elements of economic reform in
Romania. Three major sectors of the economy have been targeted for immediate
privatization: agriculture; housing; and manufacturing.

In the agricultural sector, it is envisaged that over 8,000,000 hectares of agricultural land,
representing approximately 80% of total arable property, will be privatized. The remaining
20% will be left the state-owned commercial companies with agriculrural interests.

In terms of housing, developments are occurring on two fronts:

. the sale of state-owned housing to those presently residing in this housing; and

. resolution of the situation of those whose homes were nationalized in prior years.

With respect to industrial organizations, objectives of the privatization process are to create
profitable private companies; raise funds for restructuring the economy, provide a
foundation for efficient capital markets; and educate the Romanian public on the operations

and benefits of a market-based economy.

9.1. Privatization of Commercial Organizations

In July 1990, the Romanian Parliament adopted Law No. 15/1990 to reorganize all state-
owned enterprises into "regies autonomes” (self-sufficient state entities) or into joint stock
or limited lability companies. These joint stock or limited liability companies are to be
privatized whereas the "regies autonomes” will remain under state conool. These latter
organizations are responsible for certain public interest activities such as electrical power
generaton and operation of the rail system.
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Law No. 15/1990 also provided that all eligible Romanian citizens would receive, without
payment, securides representing an aggregate of 30% of the nominal share capital of
Romanian indusiry. The National Agency for Privatization is organizing and co-ordinating
this effort.

As a follow-up to Law No. 15/1990, the Law on Privatization of Commercial Companies
(Law No. 58/1991) was adopted. Main provisions of this legislation include:

. the creaton of five private ownership funds to hold and manage 30% of the
aggregate share capital of limited liability and joint stock companies;

. the establishment of a state ownership fund to hold and eventually divest of the
remaining 70% of the share capirtal of limited liability and joint stock companies;

. the distributon to eligible Romanians of vouchers in the private ownership funds;

. procedures for early privatization of cormnmercial entities; and

. the general guidelines and procedures for privatizing firms through the sale of

shares or assets.

The state ownership fund will initially own 70% of the nominal share capital of
comrmercial entites. Each year this fund will be obliged to organize a privatization plan for
the forthcoming year that includes proposals to dispose of at least 10% of the shares
inidally held by it.

Each of the five private ownership funds will issue to Romanian citizens, certificates of
ownership; that is, securities in bearer form with nominal value. These certificates will

represent an undivided interest by individual Romanians in the private ownership funds.

Certificates of ownership will then be eligible to be traded through a stock exchange that
will be established.

Shares of individual companies held by private ownership funds and the state ownership
fund may be sold to individuals or registered entities, domestic or foreign, through public

offerings, sales on an auction basis, sales through direct negotiation or any combination of
these.

Newly privatized companies will be entitled to buy or sell assets as is the case in other
market-based economies.
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CHAPTER 10

OTHER USEFUL INFORMATION

10.1. Romanian Development Agency

The Romanian Development Agency (Agentia Romana Pentru Dezvoltare) is a useful first
stop for all foreign investors interested in Romania. The Agency provides current
information to foreign investors and was established with the intention of attracting foreign
investment. It is the focal point for Romania's efforts to co-ordinate foreign economic

assistance and promote foreign investment, and welcomes inquiries from foreign investors.

The Agency also co-ordinates, negotates and identifies available technical assistance, both
muld-lateral and bilateral, and helps to channel it, after agreement with donor countries and
agencies, to particular sectors of the Romanian economy.

The Romanian Development Agency can provide consulting services for those interested in
identifying investment projects in various parts of the Romanian economy. Development
officers are knowledgeable in virtually all areas of the Romanian economy and understand
the importance of business in a market-oriented economy. The Agency also monitors
investment policies and regulations of other countries, studies national and international

investments, and conducts mi¢cro and macro economic studies of investment flows.

10.2. Importing Personal Goods

Foreign residents travelling to Romania can temporarily import personal effects without
paving customs duties or sales taxes. Goods, including vehicles, furniture and other
personal effects, can be imported with the individual or can follow later.

-
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10.3. Transfe}' of Personal Goods Abroad

Foreign individuals residing in Romania are entitled to reparriate their personal effects at the
end of their stay free of any customs implications. These goods include goods brought
into the country with the foreign residents, as well as personal and household goods
purchased within certain limits.

10.4, Business Equipment
Office supplies and equipment can be imported free of customs duties as contributions in
kind 10 a registered business entity upon initial establishment of that business.

10.5. Market Research

Firms specializing in market research, as such, do not exist in Romania. The Romanian
Chamber of Commerce and Industry limits itself to maintaining a database of companies
covering key characteristics that might serve to identify joint venture partners. Various
economic research institutes and organizations (for example, Institute for World Economy;
Romanian Association of Marketing-AROMAR; Center for Economic Informarion and
Documentation-CIDE) help produce market sector reports. However, such reports are
usually of limited use as they do not provide sufficient detail and are somewhat out-of-date.
Consequently, when assessing opportunities in Romania, a different approach is needed.

One possibility would be to take advantage of the various events such as trade fairs that are
organized by the Romanian Chamber of Commerce and Industry. The largest trade fair is
the Bucharest Intemational Fair, held annually in October.

These fairs provide excellent opportunities to meet potential partners and 1o obtain other
important information. Trade missions may also be helpful and can be organized though
the Romanian Development Agency.
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10.6. Passport and Visa Requiremenis

Foreign visitors entering Romania must have a valid passport, as well as a visa. These
visas are available from Romanian diplomatic and consular offices, as well as entry points
such as the Bucharest airport. There is a nominal fee for the purchase of the visa.

10.7. Transportation Services

Three Romanian airlines, Tarom, LAR and Romavia, serve major points in Romania,
Europe, Asia and North America. Foreign carriers such Air France, Lufthansa, Swissair
and Austrian Airlines have regular flights to Romania.

All major cities and r1owns of Romania have airline service nearby and are connecied to the
Bucharest hub. Taxis are readily available at airports.

Romania is also well served by an international and domestic rail system. While the

highway network is not extensive, road services are more than adequate.

10.8. Hotel and Long-Term Accommodations

Romania offers a wide variety of hotel and long-term living accommodations which can be
reserved through international travel agents. Major hotels offer fax, telex and international
telephone service. Payment for accomodation, meals and other services can be made in lei,
converuble currencies, travellers cheques or major credit cards.
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APPENDIX I

HELPFUL ORGANIZATIONS

Romanian Development Agency, 7 Bivd, Magheru, Bucharest
Telephone: 15.66.80; 15.46.86; Telex: 11027; Fax 12.03.71

Chamber of Commerce and Industry of Romania
22 N. Balcescu Blvd., Bucharest
Telephone: 13.52.71; Telex: 11374; Fax 13.00.91

Commercial Register - Chamber of Commerce and Industry of Romania
Calea Victoriei, No. 133, Bucharest
Telephone: 50.50.25

The Fairs and Exhibition Company (ITEP)
Piata Presei Libere, No. 1, Bucharest
Telephone: 18.37.46; Telex: 11108

Ministry of Commerce and Tourism - Department of Foreign Trade
St. Apolodor, No. 17, Bucharest
Telephone: 31.07.95; Telex: 11564 MCEXT R

National Bank of Romania
23 Lipscani Str,
Telephone: 40. 0. 15.55.28
Telex: 11 136 BN BUCR

National Privatization Agency
Str. Ministerului, No. 2-4
Telephone: 13.61.36; Telex: 11488; Fax: 15.60.15
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APPENDIX II

)

BANKS IN ROMANIA - BUCHAREST ADDRESSES

Eximbank S.A.
23 Lipscani S,
Telephone: 40. 0. 15 33 70

Romanian Bank For Foreign Trade
22 - 24 Calea Vicroriei

Telephone: 40. 0. 13 80 10

Fax: 40.0.14 1598

Telex: 11235 EBANKR

Romanian Commercial Bank
14 Republicii Ave.
Telephone: 40.0. 14 11 90

Bank Coop. S.A.

13 Jon Ghica Str.

Telephone: 40. 0. 59 76 40
40.0.14 3900

Fax: 40.0. 14 58 84

Telex: 11202

Romanian Bank For Development
4 Doamnet Str,
Telephone: 40. 0. 15 87 50
40.0.15 8909
Telex: 10138

Mindbank (Bank for the Development of Small and Medium sized Indusiries)

46-48 Calea Plevnei
Telephone: 40. 0, 1307 88
Telex: 10585 UCECOM R

Commercial Bank Ion Tiriac
12 Doamnei Str.
Telephone: 40. 0. 13 27 37
40.0.14 28 33
40.0. 1583 48
Telex: 11 573

s
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Frankfurt Bukarest Bank - Bucharest Branch
22 - 24 Calea Vicroriei
Telephone: 40. 0. 13 10 30
40, 0. 1300 40
Fax: 158094
Telex: 10976 FRABU BANK R

MISR Romanian Bank - Bucharest Branch
4 Prelungirea Cosmonautilor Sm.
Telephone: 40. 0. 15 36 88
40.0.1518 50
Fax: 1536382 '
Telex: 11387 MRB B

Banque Franco - Roumaine - Bucharest Branch
11 Nicolae Balcescu Av.
Telephone: 40. 0. 14 99 02

40.0. 147923

40.0. 150003

40.0. 12 02 63
Fax: 14 50 84
Telex: 02 522

92 524
Manufacturers Hanover Trust - Bucharest Branch
16 Republicii Ave.
Telephone: 40.0. 15 84 15

40.0.1584 16
Fax: 13 68 92

Telex: 11 527 MHT

Société Générale - Bucharest Branch
16 Nicolae Balcescu Ave.

Telephone: 40. 0. 15 17 30

Fax: 14 86 47

Telex: 10615 SOGE B

Banca Agricola (Agriculture Bank - Agrobank)
3 Smirdan Str.

Telephone: 40. 0. 14 42 60

Telex: 11709 AGRBAR

Savings Bank

13 Victoria Str.
Telephone: 40. 0. 15 48 10
Telex: 11 466
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APPENDIX III

PRINCIPAL COMMERCIAL LEGISLATION
To SEPTEMBER 31, 1991

Name
Decree Law No. 122

Government Decision
No. 1222

Government Decision
No. 434

Government Decision
No. 184

Law No. 15
Law No. 26
Law No. 29

Government Decision
No. 1194

Law No. 31
Instrucdons 625

Government Decision
No. 1274

Government Decisicn
No. 6

Government Decision
No. 9

Law No. 12

Law No. 14

Effecfive Date
April 24, 1990
April 24, 1990
April 25, 1990

June 16, 1990

August 8, 1590
November 7, 1990
November 7, 1990

November 12, 1990

November 11, 1990
November 22, 1990
December 8, 1990

January 1, 1991

January 10, 1991

January 30, 1991
February &, 1991

Foreign representative offices

Regulations in respect of representative offices

Creation of Labour Office

Inital sales tax reform

Reorganization of state-owned enterprises
Comrmercial Register
Administrative decisions

Customs duties

Business organization
Customs operations

Duty drawbacks

Imports and exports

Foreign exchange market

Profits and wage taxation

Labour law
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Govemment Decision
No. 127

Law No. 35
Law No. 54
Law No. 58

Government Decision
No. 574

February 25, 1991

April 3, 1991
August 1, 1991
August 14, 1991

August 23, 1991

Wages in commercial entties

Foreign investment
Trade union law

Privatizaton

Insurance and reinsurance actvites.
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APPENDIX IV

IMPORTANT MILESTONES IN ROMANIAN ECONOMIC REFORM

Date

January 1990
February 1990

March 1990
April 22, 1990
April 1990
May 1990

July 1990

November 1950

November 1990
January 1991
January 1991

February 1991
March 1991

TO SEPTEMBER 30, 1991

Event
Devaluadon of the Romanian leu by 140%
Decree Law No. 54/1990 passed,
authorizing establishment of small
businesses
Legisladon passed (Decree Law No.
96/1990) authorizing wholly-owned foreign
investments
Decree Law No. 122 adopted permit

establishment of foreign representative
offices

5-day working week in effect

Election of new government dedicated to
market reforms

Law No. 15/1990 reorganizes state-owned
enterprises

Devaluation of the leu to 35 lei per U.S.$1

Certain prices increased as state subsidies
reduced

Commercial and economic co-operation
agreement with European Community
signed

G24 Group extends assistance to Romania

Passage of the new Land Law

Inter-bank market created at the National
Bank of Romania
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March 1991

April 1991

April 1991

April 1991

April 1991

August 1991

Legislation passed reforming the banking

system and to defining the new role of the

National Bank of Romania

Romania granted International Monetary
Fund assistance

Economic reforms accelerated. State
subsidies further reduced, the leu devalued,
tax changes brought into effect

Law No. 35/1991 regarding to foreign
investment grants impornant incentves for
foreign investors

President Mitterand of France visits
Bucharest

Legislation of the privatization of
commercial enterprises adopted
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APPENDIX V

b2

Minisoy of Economy and Finance
(Ministerul Economiet si Finantelor)

Piata Victoriei Nr. 1
Tel: 40. 0. 50 38 94
Fax: 40.0.182324

Ministry of Industry
(Ministerul Industriei)

Calea Victoriei Nr. 152
Tel: 40. 0. 50 31 68
Telex: 11 109; 10 640
Fax:  40.0.503029

Department of Machine Building Industry,
Elecronics and Electrotechnics
(Departamentual Indusiriei Constructiilor de
Masini, Electronicii si Electrotehnicii)

Calea Victoriei Nr. 152
Tel: 40. 0. 5042 11
Telex: 11 109; 10 640
Fax: 40. 0. 50 30 29

Department of Geology and Recycling of Materials
(Departamentul Reciclarii Materialelor-Geologiei)

Calea Victoriel Nr. 152
Tel: 40.0. 151085
Telex: 10640; 11 109

Regie Autonome of Eleciricity
(Regia Autonoma de Electricitate - RENEL)

B-dul Magheru Nr. 33
Tel: 40.0. 1393 02
Telex: 11279

Fax: 40.0. 12 02 91

ADDRESSES OF ROMANIAN MINISTRIES AND DEPARTMENTS
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10.

I11.

12.

Department of Metallurgical Industry
(Departamentual Industriei Metalurgice)

Str. Mendeleev Nr. 21-25
Tel: 40.0. 59 28 01
Telex: 11 669

Fax: 40.0. 1564 60

Department of Chemical and Petro-Chernical Industry
(Departamentual Industrie Chimice si Petrochimice)

Splainl Independentei Nr. 202A
Tel: 40.0.37 73 20
Telex: 11171

Department of Building Materials
(Departamentul Industriilor Materialelor de Constructii)

Sa. Raduy Calomfirescu Nr. 9
Tel: 40. 0. 14 83 47
Telex: 10249

Department of Lumber Indusry
(Departamentul Industriei Lemnului)

Tel: 40.0. 14 90 38
Telex: 11495

Ministry of Trade and Tourism
(Ministerul Comertului si Turimalui)

Str. Apollodor Nr. 17
Tek: 40.0.14 11 41

Department of Foreign Trade
(Departamenmal Comertului Exterior)

Str. Apolledor Nr. 17
Tel: 40.0. 13 3654
Telex: 11278

Fax:  40.0. 31 40 69

Deparmment of Domestic Tradz and Tourism
{Departamentul Reglementarii Comertului si Turismului)

Str. Apollodor Nr. 17
Tel: 40. 0. 12 04 81
Telex: 10 369
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13.

14.

15.

16.

17.

13.

19,

Ministry of Agriculture and Foodstuffs
(Ministerul Agriculturii si Alimentariet)

B-dul Republicii Nr. 24
Tel: 40.0. 1544 12
Telex: 11217; 11 367
Fax: 40.0.1303 22

Department of Food Industry
(Departamentul Industriei Alimentare)

Sw. Walter Maracineanu Nr. 37
Tel: 40.0.159313
Telex: 11191; 11192

Minisoy of Educaton and Science
(Ministerul Invatamintului si Sdinte;)

Str. General Berthlot Nr. 30
Tel: 40. 0. 14 45 88
Telex: DB-R-11 637

Fax: 40.0.1577 36

Ministry of Public Works and I.and Improvement
(Ministerul Lucrarilor Publice si Amenajarii Teritorinlui)

Str. Apollodor Nr. 17
Tel: 40. 0. 81 39 03
Telex: 11727

Ministry of Environment
(Ministerul Mediufui)

B-dul Libertatii Nr. 12
Tronson 5-6

Tel: 316104
Telex: 11457

Fax: 40. 0. 31 64 86

Ministry of Culture
(Ministerul Culturii)

Piata Presei Libere Nr. 1
Tel: 40. 0. 17 09 06

Ministry of Labor and Social Protection
{Ministerul Muncii si Protectiei Sociale)

Str. Onest Nr. 2

Tel: 40.0. 156563
Telex: 11742

Fax: 40, 0. 13 87 64
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Ministry of Youth and Sports
(Ministerul Tineretului si Sporturilor)

Str. Vasile Conta Nt. 16
Tel: 40. 0. 10 71 40
Fax: 40. 0. 12 01 61
Telex: 11180

Ministry of Health
(Ministerul Sanatatii)

Str. Ministerului Nr. 1-3
Tel: 40. 0. 14 15 26
Telex: 11982

Fax: 40.0. 1561 92
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APPENDIX VI

AGREEMENTS SIGNED BY ROMANIA FOR AVOIDANCE OF
DOUBLE TAXATION

No. Country Date of Signature Date of Entering

Into Force
1. Federal Republic of Germany 1973 1975
2. U.S.A. 1974 1976
3. France 1974 1973
4. Greai Britain 1976 1976
5. Japan 1976 1978
6. Belgium 1977 1978
7. Ttaly 1977 1979
8. Denmark 1977 1977
9. Finland 1978 1578
10. Ansiria 1978 1979
11. Sweden 1978 1978
12. Pakistan 1979 1980
13. Spain 1979 1980
14. Canada 1979 1980
15. Egypt 1980 1981
16. Holland 1980 1980
17. Sudan 1981 1981
18. Norway 1981 1981
19. Cyprus 1982 1982
20. Morocco 1982 1982
21. Malaysia 1983 1984
22. Jordan 1984 1984
23. Zambia 1984 1984
Note:

1. Agreements to be ratified with: Sri-Lanka;

2. Agreements to be signed with: Yugoslavia;

3. Agreements in negotiation with: Portugal; Syria; Greece; Nigeria;
Argentina; Philippines; Ivory Coast; India; Thailand,;
Turkey; and China.
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S ' @
Message from the President

I T For many countrics, especially developing countries, the need to do something to

SRR . ' attract more forcign investment has taken on a new urgency during the 1980s,

Accordingly, competition by governments in the cffort {o attract foreign capital

has much sharpencd. To this one should add the entry of new players - the Eastern

. . . T . Europcan Countrics, In fact, this competition is not entircly new; what is new is its
e aggressiveness and inlensity.

And, all this at atime when foreign investment is regarded as of crucial importance
to the process of cconomic reform that the Romanian authoritics have set in
motion. Conscquently, one of ARD most important (argets for the years (o come
veow, yoo Js to inprove Romania's position within the new competilive foreign investment
cnvironément. Providing information to potential investors, creating a new image
of Romania a$,a place (o invest and facilitating their entry into the Romanian
market ar¢ thérefore tools available to s in order (o achicve our goals,

) o This booklet is intended to provide ycu with a more clear - cut understanding of
¥ ) ARD's operations. You will find out who we arc, how we arc organized, and (hat
we can offer to you.
o 1

The Romanian Development Agency (ARD) was cst It is also our hope thai this booklet will demonstrate that your first contact on

Decision No.182/20'March 1991, 1 How: "bl'-"h_"d by the Government ‘ visiting Romania should be the Romanian Development Agency.
Romanian Agency for the Prom ; OWI[ngrthc reorganization of the former

T 1C Promotion of Fore; nl e : i
Assistance. ARD was a separatc e oreign Tnvestnient and Economic We look forward to weltcoming you to our country.

gal entity and functions as a wblic institutj
‘ & 8¢ ! : st
It owns property and is direetly responsible (o the f}ovcrnmcul.[ o

The main aim of ARD is 10 assist the Government in defining and directing policy

neasvres that relate - s h . c.
at refate to ceconomic development based on forcign capital, in order Misu Negritoin

() cns ! » M 4 ¥, i L H H
ure that there is a correlation between those policy incasures snd the present

SCOnonHc ref g i
clormn programme. President
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ROMANIAN DEVELOPMENT‘AGENCY

As Consultant to Prospective Investors:, -+, R T A

) 1eln H P v 2
_l rovides guidance and readers services as arc nctessary o cnsure the smooth
implententation of investinent projécts, -t o g b C o

L LI IR | XTI Vol b e . ’ .
Um_lcrmkes follow - up action'to assist investors in implententation of approved
projects. B Y ‘1 e
. . o N Vo, [ LI
Expedites the processing of applications and cerlificales,

L L PR Y

Loy .
o . ' ’ . '

Assists and adviges investors on malters relating (o abour, utilitics

. ' customs, |
mzlchmery, environiment, taxation ele, :

ign . ' ‘ C '
Acl.s as lacilitmon 1o would - he investon, all the way trom helping them get throuph
arrival/departure formalities and services, (o helping business fingd sutable space,
acc(unmod;lfmn, lclccommlmicaliun scrvices, seerelarial hclp, ole,

10

M

4 Yoy L N
) v ' 1 1] r
1]
[} L v i v
CE I TR R H : : 1
ety - R " ' T
As an Investment Adviser to the Government .., !

1

Isthe focal point for the Government's elforts both 1o coordinale forcign cconomie
assistance and (o protote foreign itvestment, - -
1' ' 0 ' " . .

v . . ' 1) ' 0 " " . - o

Assists in tailoring govetnment policics designed o mprove Romania’s position
. . i ‘ VEL N . .

within the new competitive foreign investment environment,

A - at e

Develops plans (0 increage loreign ipvestment and methods Lo create more
beneficial international government and media relations,
1 ‘ L

Coordinates, negotintes and ldentifies all available forcign technical assist ance,
both multilateral and bilateral, and channcls it, by agreement with the donor
country, towards the prioritics and the restructuring of the Romanian cconomy,

' * [ . . - .. ! -
. Keéps the Government and (he media informed of the activities ol the forcign

ventures and the problems that comfort foreign investment community,

Follows the implementation of the laws, rules and 1egulatrons govering foreipn
investment and trics (o determanate problems and ditficultics.
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The holders of .lhu presmptson ehi shalbalare teir meention to esercme i 3 ddans
feom thar receipt of the noted aton

! 1 Vo ' .
Wit this ok .I‘:”IHL eapres e corowners i senthhasinp ownerg pre cmaption neht i
considored estingislued )
Ihe [:I cemplon vight i abesating Lt roes o the stale ool the Rural Deselopment
andd Plaming, Apcacy whi b is obliged to annomsee ity deeisaon helore the deadling
stiptalated o pagaenpli 4,

Hihe Apeney docs nor anmomnee e deciston hedone this deadtine, the laned is sold Treq Iy

g mH e el esre H H
ALY The alicnating act conclud d m solation o the pre emption righ stipmilated
vt 18w hable to be anmnllod

.Atl.Sﬂ Phe fanmland outsade the vallape cannedt be 1he object of lareed o volunia v
eseaition et o the mstance siptlated by the Jow

A5 The o xehunge of Land hetwes o nafinal petsons s done with then agcement
throtgel wndientic devds, the Provsions ob et o bewg applicabste ‘
Vheo \ivh.m;:u stland brtween desal persons adoaruistening Lind of which e state owns
mostshares or between lepal and natural persans is andy done with the approval of (e
Munstry of Apiculiure and 1 ood o the Mimstev of the Environmemt
Priasis .
]qungl} 1]1}: exchanges made, every plof of i acquires the jundical satos of the plot 1t
reploces, with the ohservance of 1eal tights,

o it by e

Alt..:z The pesw owners are punin posscssion of tie bl sceosding fo w51
. . . !
paragraph 2, by the deegare of the cernty land sevey and physical planuing othce, mthe

prresence of the parhies coae erned. bong tepistercd i the Land surveys and the Larmine
TYUNIGN )

Chapier 5
The Use of Land for Farming
and Forest Produciion

g .o
ArLEY Al firmband owncrs gre ublised toseam e s eultivation and soil polechion

AU e Lnd owners who do it Juthit e olslgrations strplated it 53 wil] fae
sunknencd sewa gy by the commuanal, town or momic tpal councils v perfonm the s
aperalions
Hum.: whereo ot comphy with the sunamcns and Jo not peform the oblytsons belore th
deadline ot by the loval vouncits o 1easons, allibutable to themy shall I:(l‘i::1t'nl SO0 b )
OO e per hectare, yean ly, heeping with the Land Usape cadepory o

I IIL ‘l"L l““l)\\\ ||Il M1y ERItH " I Wl L 1 Snincded
Lot ated (I('L w1 of hl(‘nll (SR II 1 HILY i w i Ill i

, Wi '.! |[|L ey shali | n

in ”Ik ’U('qll i ll(h.’t[

Art.55 All persons having Laind aflotted to them for use in heeping with this law who
do not lulfill the oblipations stpolited in .53 shall be summoned in heeping with aa 54,
pattitga i o
Hhose who do not camply with the summons and do sot Tulfill their abligateons, <hall be
tined in heeping with LS4 paragraph 2, '
After a2 year period they fose the night (o use the Tand \

A5G Changing the usage category of the fegal persons tarmland intg othe:
cateponies can be done with the approval of the speaiddized county farming body, only in the§
Tollowing instanees,

o) the arable Tand in hilly meas, misking ap enclaves within vioeyards and arehands
established by the specialized bodies of the Migisiry of Agriculture and Food can be tpned
inte vineyards and orchards;

1)) the arabie fand in plain arcas necessary for rounding oft vineyards producing talle grapas
and rasins, and peack and apricol plantations cstablished by the speaatized bodies ol e
Mimstiy of Agricalture and Food can be tuned into vineyards and otchards,

) the arable land on sandy sotl care be (urned into vineyards aod plantations,

Y the land recorded as awable, lying in sloping Wlly and mowstanous areas aflected by
sutlice amd deep eranion, by aclive o1 senmistabilized lincslides which can no longer be
meliotated and preserved for thas ase can be tiraed imo pasture and haviields,

) the arable Lind lying in 1rvers” or the Danube's bods, which cannot be prohitably used lee
other larnung purposes, can be torned inte fish farms,

AvLET Changes of the usage category of the mable md others than 1he insances
mentioned in art 56 - pastures and haviiclds, vineyards and erebards - owned by juricical
persons of which the state holds most shares shall be approved by the Minstry of
Agtieuliare and Food
The chanpe ol the locestland eategory - lotests, osier plots, shiub plantations, held by legal
persons - shall be approved by the Minstry of the Environment
The chanpe of usage of the Liemland representing listorical momrument protection aeas can
he done with the approsal of the national boas d on histoncal monuments, ensembles and
ailes '

AFLSE Soal protection and meliosaton is aclieved through works meant to preseat
anel Bight soil deggadation and pollution caused by natual phenomena on by cconome and
st ial dchvatios
Phe works recpured for rorl protecnon and melionatm aie estabdished on the Basis of
studies and dralis worked oul onosequest by speciadized cescarch and duean badics,
toeethee with physicad plannimg hadies, and are canicd out by the bandholders or by then
care, by units specialized insuch works
The state backs the achievement of soil proteetion and melioation works puntediy o)
complerely besning the costs, within dhe s ol the approved budgel allowance, on the
Bigsis of jostifying repoits worhed om by researc and design umits, condorsed by the
specialised county farming bodies and approved by the Ministey of Agriculture and 1o,
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rntation amd draming ¢qn

als annd odliey compilsory

should not be a hinelranee 1o the Tarm war ke,
Appoval for accupatson of Itk i such cases

Ohce ol Calastre and Ferritonal Plannmg,
based an phe bl s, anreemenl

Approsal i othe condrtiony (h
stipulated in art, 23 o 1,

ALB2 The occupation of (e |
b arunienanee worhs on ghe Drejeehons stipulated i datt

perlormed maide 3 tavs, <l e nrade has don the Lk
thevretuse, withy e approvalal the

uliter,
I all cases ihe holduis e

astipulated in parasiaph 1is (o he
A aecessany o g b by

oy prodects ofige o they

entithed to e fund for gie

(THESTIIT teariton, so

s tohe pnen by il

. ‘ county or Bucha e cily
Mrrespoadine of the ey

ntol the wrg g needed,
tssued Iy the hogdies,

ah downs any Cativing,
Sthat are utpent andd

IO agsteemen) mH
Bucharest eny mavoy

damage Cane

ADMINISTRATIVE C;:)NTENTIOUS LAW
No.

ActE Any physical or legal person considering himselt impuied, eidion in hay rights
lepally achnowledged by an adminisirative document o owmg o the unjustificd retusal of
an adminisirative authority of solving the reguest on a tegal vight, may apply 1o the
competent court in order to render the docoment void, to achnowledpe the elaims nght andd
fer compensate for the loss that was hrought on him,

Fhe Taw considers it unjustified refusal ol salving the pettion velemnng to a legal nght the
{actof Lailmg 1o answer the pehitioner within Hhdays sme the pudion was registered,
unless the lw loresees another term, -

Art.2 One cannot sue the lollowing
a) dovaments with regand 10 the relanonship benween the P lismsent o the Presudent of
Romania s the Govermment; the admingsiative authority docuanents and the
administration docmnents of the Parlianen(’s feadimg bodics, theadminnhiative doctments
wilh regard 1o the home and external salety lor the State, as welk as those related to the
asstiming ancd application of the international documents Romania i patt ol urgent
measures tiken by the exceutive power bodhies in order 1o avord or smooth ot the cHeets ol
certain events of public danger, such as the documents jssued m 2 state ol necessiay ar with
a view to fight niture’s calamitics, wood-lire, epidemie ind epivostic diseases ns well s
alher events of similar severity,
b} military command documents,
) admmistiative documents meant to be canceled or modilied by other Tegal procecdings
{orescen by a special b,
) administration documents issued by the State as a fegal person and lor the admumst ation
ol the patrimony,
¢} adnmnistiative documents adopted in dischaaging the abilities of hieranchicnl contiol

Art.d The pettions Tor lixing and reducing the tnes and 1ates, as well as legs
forescen by the taxes and faws are solved by the bodies stiptlated in e special Faw, wathin
the requued condition, ~

Artd The administiative and jurisdiction docoments excepl those loreseen on Al 3
and those situated in the lield of inliingements-may be attacked by appeal, after all the
adminkstrative-pudicial sieps have been chminated, within 15 days since the communication
was nude, al the Comtemious Depaniment of the High Court of Justice
The seatence of the High Court of Justice is definitive

Art.§
Belone one ashs the comnt o snnul his daciment o foree its issue, the mpured prast well
apply fer the defense of his trght (within the pevod af 33 days sinee the decmment was
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mational parks, reserves, sites with moauments, wichge
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Adnities, having ity uses, ihe raibways
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Phe defimtve semoval ol land lrom 1

i
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naprap pres istons are the
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the nominee shall 1y e the
11 the nominee of (h Sapproval

stigrlated mthe papers of approval, the speg tality

i situdion, shall dlispose 1
the deposted paran ¢
Hthe nominee of the apprenal

quahity level set by ihe agncaltural o forestry
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ALSY o . inate . .
with the ucmlj :n; .li:-l: ,: :,][l,‘:,:lz.l‘l}l(l::Ll[,:\: i":":::::'I"I“I"'I:l"l”l.|J:'“\§'¢ul; i\.-,‘ul' i Illlllllllll Huerest, m hueping ) Art.66 The state shall M']‘i"')’ free t_)l L‘|lill]_15.‘ the necessary matertals - grass seeds,
settlements or ather «conome il \n; al ]!r:m'.( [‘: e : “! “_-'Y“I ‘1 communiciton, htman seedling, amendaments and tucl.m.rc:ll asaistance in fl:c p(-:rhn mance ol the works to the .
o umentation will be worked out i'""!fb}’ hy the ',l,,“_ b "'_'f" eeomomic and cml:!gw.al. holders nfdcgr:}dt‘:d Tand, even il it is not enclosed in an improvement aica, who, on their
I e partice contribution And the g i Ao coneerng A The derumentation will own on in assaciation want (0 do, of therr own aecord, grassing, allorestation, sail reaction
seruenee of the opcrations adjustment or other improvement works in their land.
ALLOT The worke repulating the Thow of . " - i The holders who receive matenals fon grassing, atforestation amd amendament and du not ~J
K water and slopes and baining (onents, which use them or the purpose they asked them for are bound (o pay for them.,

serve the ction g :
e protection and conservation of wgation, crbanhment, and draining wos ke, of

Sl LRLHO HE N ey l }(h“ ["] vays of (o 1 AL Gr econmonmg o ]l’
i I k S orol [ENS
I [‘II!'( s, Yy commumeal org n LAl 6 N ’

oot sttt pectonmed simultancousty witd the hasie works, war ks stipulated in the projects ol laying out, improvement and capitddization of the
ATLGI The Tand that, by degradation and pollution ' " . clcgrﬂflcd and poltuted land camp imed in lhlc arca shall ‘"f provided, fuunullny, to the
vicld Tor agrenitinal or forgstry cultues hall h‘_[“w e l‘,'“‘“'"l’ ctely on parbially lost iy speailic ol l!!u.wn.rk.\, by the Minisiry ol A_gnculmrc and Foud, the Minmty ol Faviconnent
Fhe proups of Land g o llll'lllu\'l‘lll('lll areas st ||i‘l; . ‘\t ';lll'll;p.l omont s aud athur ministries L‘mlcurl!s:d, from the improvement l".mI :.md by budge t carmin kg
Agerculture and Food and the Mty of ”w'f..““'mm:] L ":" Mished by the Ministiy ol 1he necessary lunds may be inereased through the pachicipation of the communcs, tow s
records presented by comanunes. (owine amd ki“-m e iv.n‘. "me ‘|1l0[‘”‘-“|‘v twhang on eities and countices, ti (nntrl!nllmu inwork or ('d..‘;h of all 1!u1w voncernod i I.Iu worhs, the
dehimted by commisson ol eserts the Compasition and I'"I' _““’;' e f" arcas shall be holelers of (he land, the inhabitants who benelit dircedy or indireetly ot the inprovement
set by the Mty of Aprreulture and Food and llu: Miuilllzh'“[ “'|1§r'.:|lu3u ol which <hall he and the institutions, Lompanics aml secieties whose works of at, m:zda. I idpes, rarways,
Phe sunveys diawn up shidl iwe seedvesed by (he farm 'qu- 1 } “[ l. ¢ [ enment ! "“.m.ll wes and the like i.ukc advantage of the fand dcvch‘\pmunl and improvement wo by
and shall be advanced (o the Mmil.trvul./\ur'i( ulture l'i ;y .m; L.“V"““"‘C"l county bodies IFitis proved Elml cerlain aieas were rcnuwct‘l I‘mm agricultural or torestry production by
programs of design, financng and esecution ¢ and Food that, rogether with (he lanl dcgrm‘lullun ar pnll}llum through the activity of natural o legal pcrmns,'llw oW,
mayor's office o the agriculimal or forestry body may demand that the culprits shall coven
! ALLO2 The holders are bowed f nhe avattablc e band i the fnmpravemen | the expenditines required by the works lor the tand tecovery and improvement
e Gurymg Nim i . L enent area lor '
while 'i‘i'":lll!:i::;:ulllnzrInLi;::n“.‘.]”;:. ("'l':::::"]'ilf'::::\::: t‘-(?:llli)ll.hl[f:lf n the impm\'cfncnl pojeel, Ar 1.{»8 1 he Ministey of Agricullure and }'czml. the P:Ainiairy of the Environment,
in the ahove meationed Cairepory with the ““3"‘ o ‘I“. '""'.‘ ";}'ll"l‘t‘ acerlainarea ol land topether with the Aczldfzmy ol Agnculiural and Forestry Sciences shall tahe steps lor the
the mayor's offiec shll -Hl\-l;u'v':\uh\t.mn il o i “; ment 1 the owne flut':‘ ol aprec, development of the national system of survellanee, assessment, loreeast and Wi ning on the
make the decison At proposads o the prefects olfice that will state of quahty of the farm and wouod land based on aninformation system provided with
data banks al & national or connty level and shall propose the necessary steps for the
ATLON Indhe mtcrest of the works of fonent adustment and water o ol protection and improvement of the land to the end of maintaining amd increasing the yield
sl . . P . o ik dnipgemend, (he
I.ln\":u:;hil: I‘::;::‘::: l‘rl‘,l"'r::(-"'ll "I': I‘[::;:l;'::']: tlbl [L]m.'].w”h the owners mthe area, when ’,“-, Ianet Cllﬂp[er 6
aprecneni, under ‘III”Il'IIJlIl paper r‘t'j'fl"-l('ll(td(illllllll;.::f ‘”::']":IH::‘L pad oty with e ovner s TI.II' Temporary 0“ l)cfinillve Use 0[ Lllﬂ(l
for Pruposes other than Farm and Forestry

Producetion

e [AI'l.lfr-I He deyo lllll('tl arel podlated land meluded i the improvement e 1
Sempted dron Laxes aad duties (o Hhe g .
‘ e comly o comn O : '
B ement Lt e as fonge as e
AHLOE The won ks of Lawi Art.69 Fhe temporary or definitive use of farm and wood land for ather puposes
S Avin oui . il s . . s : .
He outand tinming (o advantage the depraded Tand jn the than farm and lorestry production shall be made only m condinons provided tor by (he Taw,

improe : i
provementacas shall b pedormed by specrlised untts, ankeepung, withe the spedilic of

the wonhy
At 70 The emplacement of the new buildings, ol any bk, shall be made inside the

Phe wonks Jon Lan i
ot “.)”:I Ll( m-l.nlul‘nmn. Ike carthworks, modefing, k veling, wonl Tivation ey, lowalitics,
! i . N HIETLTG 0 - . * e . N , B
Atmstment and eneing, eoads, bredges, Intle brdees, with By way of eseepiion, some baildings which, by ther nature, van gise nse to poliuting clicds
fo the envitonment lactors, may be emplaced outaede the locadines In that ease, the

Permanent < aacter shall he o Qe
Vihe state's accond, aceorchng 1o the mprovenw nl projed

s mplacement shalt rely upon eeologival surveys advised by speciality hodies regasding,

Lnvitonment protection
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{orwarded to bim o at the expre of the deem foreseen on AL par 2) 10 the issuimy
authority wher is obliged 10 solve 1he camplamt within 30 days

I case the one considering b 1 mgured iy not satisfied witlithe solution of has complaing
he may mtmate the comt watinn HEdass since the solution W commubnea ¢

I ihe one conmutering hoselt imured an s tphts forwares s «Lgm terat hiphie
adminestiative authority, the thne period of 30 days foreseen on e abone Paragrigh will
startwith the date of the solution eonen by the gl author iy,

Fhe muimation of the count will e also myade i case the adnumaative st iithonty o
the higher ane do not solve (he commplamd wathan 1he Hi peniend Toresecn on pa, 1

Tt all Cases the pettion will net in repisdered at the court withn o previod lomger than o i
sinee the admimisttatinve docnme nl stbrect ta il nt was made hnown

ArEG The judganent of the intaations mads by dint of the At of the Taw lalls within
the competence of the commty cour( or ol the distiset courts in Bucharest,
Fhe court urgently pdges the inthimations in pubbic sutings i a pettal ol two judpes
The tsspes will he drawn up it a masmnm perad ol 5 days

ACET The ntimatons ninle by ding of (he present Taw are subpeet te sty faacs,
toreseen by the Tiw for the intimatiomns havieg 4 nonpatiimonial o common paettimomal
characton, bt the masamanm amannt of OO0 er will not he eseveded

ArLS The petitronce will yegster concomitamly with 1he bawsunt the admibnstentiye
dacument he s or dependimg on the case, Hhe answer of (he admmisty ative authorny
conmmamicating the relusal of solving i request concernmg o lepally achrowledped vight
ense the petitioner reecives noanswer 1o has petatien, Tee wall T the copval the petitan
certidied torats equvalence with the o 1pinad

Artd I well grounded cases and in onder (o presentan imnent dantage, the
petitomcr may ash the comt 1o oreer the strsprenston of the admwsteatise docom nt anl
the cane s ol
Fhe contt will wapently soly e (he sUspension teqoest exen withour the surmnoning, of (he
Pt the decmion s i (s guase 5 le gl executin

AL Whon toecivmg the wltmukion, the court will ardes thy stunmening ol the
pants s will e able 1o ask e authony whose document iy attae hed (o utgently lorwad
that docament, topether with the whole documentation which ey A the Touncdation of iy
esaating, as wll as any ot heg Pepers requested Tor the clearing wp of the gase
Sumilar steps will be taben i e the refecbion ol the soluton 1o the Lo COBCCT NN o
by e hnowlechng d night s unpustriied
HEthe administratron author ity docs nof semd the requested document sl (e [enod set
i the court the teades of the ormes will hane to pay S e e b cach day ol injustiiied
tlefay

f\ll.‘l

Whien colvig e case the vonetmay aecordugy annd el tetafly o parnally the
addmbnest gt e ument, oree the administzn, Ahorty 16 reane adnnmid afive

document, a certilicate, a vouchet o any other written Pd)itt

The cowst s competent (o deelare its verdit alse wiilh eeference 1o the Liwlulig ss e of
the documents on of the admanistative progee dings which e at the basis of the ising ol
the document subject t udgment, \
T case the petition is admrttedd, the count walk aloo decide both upon the maerial and mo
lonses,

ATLEZ Encase the inpored part caimis e sinnalient of the admmnistrative docmnent
butt ol dannages, as the amonnt of 4he hass is ko ta lom when the anntdmient ¢ awe 1
Juclessel. the prescaption tern o the damage chaim stauts b the date he will Tind ont s
shouldd el vut the amount of e loss

ALY The mfimations foreseen by the present Liw nay be abas personally lrmulated
agrainst the emplayee of the delendant authos #y whossued the document o who is gty ol
relusing 1o salve the petition, i case oie aje, o recover the damages brought abowt In
the injury on by the delay
Hthe case s neeepted, the guilty person may e obliged to pay danees toge e warh jhe
admmidrative authority
Hhe defendant may call as a wantant his sipevor who ordeted hiom s wiiten form 1o Sigh
the docmment heing judged in terms of Lawlulness - eithee tutal or pantial

AL The decision ol the county court or ol the Bueharest court whieh solved the
cine forescen by the present law, may be stttached by appeal st the High Conrt of Tusher
wathin 15 davs since the deaaston was made hnown
e appeal may saspend the esecntion

ALGIS The Hhigh Count of Tasice will i gently dpe the appeal
I case the appeal e aceepried, the High Cotnt of Tustice will tejuedge the ground higanon
alter haveng annulled the sentence

Arl A6 1l alter the case s acceptedd, the administratve authong s obliged Cithey 1o
teplace o to madily (he administtine doe umenl, tooassue s ectidieate, wyoncher or any
athersatien paper, the ceccution of the delmitive sentence will tahe place withm the
peatod forescen by te law, or, 1 1 petiod s nol mentioned, i may ) ays since the
sentenee wis made defintve,

Lvease the peviod of time s not ohsernved, the Teader of the adminstiatve anthosy will e
sanctioned according (o i, provision of Ard, 16 pav S, andthe clamant will be indemnited
dor the debay “The eomt wrpently decide in the conn « lamber on the ¢ laiman s Teliesl
with the seunmoning of the parts, no stannp tas deing necessanry, the sentence s definitne
sl executogy

The Teacker of the adnunisteative authoiry may hring sction agiins the ones gty of Ly
taexeoute e de Ciston, ae ording 1o 1he commaon T

A7
Depaniments of admisisteatne contentions will be set upy at the Nigh Cownt of Justice a1 the
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Vorganizes seminarg ang Preparation courses fog management and executive persongl,
s« hothe contribution of Ronvmin o Torcign experts

At 6 The Romanian Development Ageney eannes onl any other tashs provided fon
by the law o by Government decisions,

Avt. 7 To carry ogt g tishs, the Romanian Development Apeney i enlrtled, with
thservance ol the fegal provisrons, 1o,
Ak mahe contracts with (he spevialzed institution, and higher edueation instituiiony fen
teseareh, design and ceonome REHT TS

1) pray Lo omsulting serges tec hnen| assistance and expertise botly in Romania and
abroad;

o) make contracts for publishing and advertismp services,

Chapter 3
Management and Adwinistrative Body .

Art, 8 The management and adnunistianon of the Romanian Bevclopment Apency 1y
cnsured by ’

B.1. The Presiden,
8.2, The Management ¢ ‘omnitlce,
83 The Advisony Coungyl

AL 9 The President iy dppumted by Government Deaon anndhas the following
Lashs

erpanizes and dircers the ACRCYS Curtent aetvny:

rehresents the Agency foits relations with state bochies, jucherl insn womne and Ronvaninn
tatutal o eyl persons,

epresents the Apendy in foreipn relations,
emplons and dismises, the personel],
Approves bussmes tps in (e country and ahroud,

Hhe Presdent adopts Decisions,

The President i asqigq o Py a Vieepresident wio i his Tawluf deputy

V

Art. 1) e Management Commirgee medudes 7.9 membes s, namely,
= e President and Vieepressden, .
Phe General Dt
Pxports and woli hnown spectalists i ghe Apeney’s fiekd ol aclivity,

I e Manapemen Commitice meere weehly in ordinag, meetings, o wheney o NeCessary of
te Prcsdents Leruest

Fhe i tashe ol the Aanagzement Coammittee are o

=approve the undertakings made by the Ageney us per Ar 7:

-draw up (he Work-Program and the Budget, which is submutied 1o the Giovernment don
approval;

= prepare the annaal tepoit and the balance sheet, which are submitied (o 1he Governng
o approval;

- pendically analyse the activily of the Ageney depratamenty

= make decisions reganding, the seiting up of segional offices in Rumania or repeseitlalic
olfices abroad and of consultmp olfices:

= study the most important investment pProjects 5,

‘%
The Managentent Commitiee adopts Decisions. TQ\'
s

Art.I The Advisory Coundil consisis ol 17-21 menibyers, tepresenting the Rimani,
Development Apency, (he Ministty of Foreign Affans, the Ministry of Finance, the Minja
ol Resourees and Industry, the Minist ry of Comnmeree and Tourssi, the Minisn v ol
Agiculiure and Foud Industry, the Ministry of Commumcations, the Mintsry of Pulsic
Waorks, Transpottation and Territorsal Planning, the Chamber of Conmmerce and Indristi
the National Agency lor Privatization, the Nationad Bank, ofher hasths, ihe prvate -
eniteprenews” assaciations, as well as ofher eaperts and specialists
Mcembership in the Advisory Council is approved by Prime Minister’s Deeision,

The Advisory Council is chaired by the President of the Romanian Development Apeney
and meets for guarterly sessions,

The Advisory Council debates and adopts tecommendations e ding:

- o wicntations, in the ceonomy, of the forcign capital TCSURI Cey

- sectonal restructuring pohicics and strategies with the support of loreign invediments,
-improvement of the legal framewon k regarding the foteign mvestments,

- ceonumic analysis ol investments,” impact on the Romanian ceonomy,

- foreign investment and (he privatization process,

= any other issues raised during the debates, by the Members of the Management Commie
o of the Council,

The Members of the Adviseny Council cnsure the liason between the Roman
Development Ageney and the povernmemtal or non-govermnental bodies which (hey
represent,

' Chapter 4
The Budget

Art, 12 The Romanian Developnent Apency prepares and submafs o the
Guovernment for appmoval its yearty bodget in dei and m hard cunency

12.1. I'he Ageneys Frinancial resourees ate seeneed by the allocation [1om the Stan
Budpet and by meome obtained Lrom iy own actvities, likee pulslication and cestuibution
ol promotion and informaton materials, oaganization of semina s cantferences, winrly shop
teonomic missions, remunerated consuliing amnd tepresentatron sciviees aid athers,

tre e in
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didentiics wand studies, w collalog Ao with ather spueialized cloimestic govetnmental
And non rove nomenial mstitdtons, thy SN projects which arg o g I ::u el [U'I.II :
non remiburaable cennomy ansistantcd, thirs eslng equal and free e cc-,-:l il -m‘r i
esases tor HEpubhe ind pade Romankate st utions ame wunmlnh ' -w:ls o

) I|l|ln}\ﬂ. Up s rermbussable Timienad assistynge PO g, lIIl(’l‘lld"-(‘.lllti; 'Il"l.l' el by
domustie Imanenal amd bandanp st ion, tepresentmg the Romgnn ¢ o |1';ulm‘.'”it'U Ii\
ILthes puoposaly 1 e the s o ntadiog o eading b preoniy oy ) : ‘ ': o
e mational ceonomy, e o o
chensures the calegrion of data and iloo o Bemtaothe s mimntric ., e yuntn
frosernuental er non o e ndn) vty gl Liom ecomomg .‘n';'nh] "‘"”' 1lt Illlk. '

bone e d Bom forg i teonemnteastace vanted to the Remran m o n "‘“‘ !
penodreally iy, U reponis revinditg the desmation and ||||ri;:|||:)|| (); lh:-':'"::-:n‘alll:‘v\

53 ‘i i
| [ S ihy 1|r.|lmj| of Jondipn capital teaonng ey, towin ds the toestegckm ilu' ned
Tesclopaient of po ity secion of (e natwre il cconamy, i v attzation of the
“".“ owned sector and CIeourarement of [ vale il l‘[)l’ s
(SRUTITATE ' - "¢ e i i
) ’ Fates aned nesatnaes, foe e woirly mterescd anstiurions, the oy g g op ol ey alitaiog
1l e sl : ] ol
'.11 : ¢ nnrm; .||I|.|l\ S sEdiC Ton ros e mg o desclopment an natronal o secdorl level:
) L 4 i 0 . 3 ' ’
““:, |I .IHI\ LAY I*.! Compprising e witcfone (hy USsEg propects and The new Prapeers b my
ol tedareieninvesors, subnnte (e o )
J . et e Goveram :
b et . nent for approval and the n
) ity i i
Vimdnates and scts g in collabun ation wirly Iwcien s the carnying o of ¢ viluation
neps, . st n il "
! !1 ;I ‘II"I““” OFodbers Teasibiing stuedues sl thew iclease vn the intern ronal niar ket
ke el e . ' alm, .
‘] e polentul Lareign inve stors fin (e Promated olfers ind maben reg comendatup,
and pragy 3 i i i ‘
Proprsals 100 1he ¢comanmng At e instintions invelved ancl the Goverament oy ghe
snplenontation of 1 projecs, { e
NI “ i ; i
oy bl and Linalizes by Govenment AN vestngsE projedts in bekd of
“Pectdinteoest lor the maional e OO '
I BTUVTHINN e i i
e .lrI'LI‘IIIIIIl!IG sleasabiiy sindies el e Romanian ¢conomi ents and, of
Ll hy ‘ - ‘ ‘
AT IKTNES tecommondatons, el Proposals epaydmg (e o LB swith forg 1y
Pevnees orihe wtdizaton o ot e resonn e, . .
1. . Wl ) h
Wl abaeats i oo, Dotential Ty ing dor oo e wlilivtion of
Utk Bl op i L s i Ramang
radran : e i
N supstudhes aml analh s, concrmge the v nlation al ey ning staents tow e
o eremont devclopmont it nations) and sectornd loyeh, ' I

RAq ' e i) wi
e oielatnen ol foney W eapatal podicy with the Irocess of domestie cconomi s
. . .
ewap ol the proparng of 1y besaband mstitenad lmicwork and the
DT ey anlstrge fur e ‘ l
11 S0 1n b . 3 1 1
AR s compdinec Dy B omainan o Tos en AHIULOm e omamie apenis with legal
T i l
{| LTS tenarding Fovown g st e Remvuria and nib o Progosals o the )
' : als
R e dire o, ool e prevct s tor gy
Pl il ahan ‘ H
I ineteies gl
e aml gt . e
P ease i b gdenes the diadis ol lopal narms atledting (he

Hive s 4 (3] n DI ane 1 i L LRI AAN W
I Tranw 1R H e utilry, 1 of Ll L
1 wonk | n ! | 1l o 1y e ARLLLIRIE [T TN TN .

A,

o) mitiates, takes part m, negotiates and, s e case may be, concludes or enddonses the
aprevments repardmg the matual goarantee and promotion of capital imvestents. the
multifateral and inkateral programs of economie asssstanee amd the bong andd medmny tcrm
credit agreements deviced lor capital investment in Romane,

) keegis recard o and Folfows up on eeased constrnetions ymise d produdction, tradnw o
service spaces or avinlable binldings and areas, with the assstance ol mamisg s, prledrs”
alhiees, mayoradtios, i order to prcpare and subnut such oppariumines fo poatentinl long g
mvestors;

chrecenes, reviews, dueds and registers the applications of forewn nistual wid lesad
pPrersony iteiested m llml\illg vestime nts i Roming, ey the |{';::|I e nives aned sees
the Togestar's Certilicate”,

[ evalaate the response of Toreign and Ronsmiin i estors do e canreon problems of
wvestment activity in Romania and prompily mforms decision mabine anthonites 1o adt
accardhingly;

gy organezes statistical evidence and the data base reganding loteaprn bvestme nis in
Romania and supplies the Government and mierested mstitintons watl e ne cessan

ulod mialion,

Seb Promation abioad of invesiment opperiumtics n R omi
ab draws upy and distributes presentation, information and docrmentatron matesiabs on the
fegal envisomment governing the Toreign investoent lamework in Romagia, e tiehs of the
Ruomianian Development Agency and oiher comypetent institations:
h) promotes specific investnrent projects in Romaneg Iy way of spedialized bulletrms, anmeces
and inflotmative malerials;
¢} orgattizes, in Romania and abioad, seatias s, conferenoes
relating to loteign mvestmets and tahes part i simlar events initiated by ofber Romnanmi
ot foregn institntions and organizations,
d) oaganizes general or specialized economie missions to Romani sn e basis of
development guddelmes and prionties established by the Govenment,
L) organzes mectmngs for exchange of sxpeivoee with simila et o paner e ntd and

wanh shops and debates

prvate inshitwlions liom othor connlies,
1) concludes arrangements aned apreements lor coope vaicnt with spcerahized fo,
msthtmns and assocrahons amd loremn esperts for the pramuolion ol loreign mye stoenis m

Rennania

5.5 Assistance provided to Romanian public and prnate coonomic apents,
professional assoctations, governmental or nen-goscrnmental economic mstitntions and
organizalions
a) sdentitics, reviews and promotes e reguests of domestee coonomic aseitls reparding Hhe

taducement of koreign capital and ublization of Tarean ey onomde and Tmacial TCMOITGE e,
h) supports and advises the Rantania ceonomie agents for the achievement in Romaang ol
mvestient projects with liaeien participation,

Chotganizes negocration programs with foreian investons and speciabzcd maditntions,
providing 1he necessary assistanee,

d) enganizes the participation, w Ronuma or abiowd, of Romaman ¢ comonne apents m
micenational Lans and exhibitnoms, conferrences, semimurs and work shaaps:
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connty and Bacharest comids, with

AW Lo soly it i
- Ming the Bitigaton stipulated by the present

Ihe conte e
ulmini:,:lu:imu]" depariments, ney also eniploy praduates of the | 1w Faculry - (h
‘ ralne I section Thei len \ i ni ) ' N
) B Ol sevacd in adminisdrali e .
e R o A alve joby s
peetdios leapth of senvice for thel AP me nn s fudpes : comsidered

ALLIR The stipulations of tie Prosent Liw will by compie

Cude of Commuon law procedure fedwirth the prenisions of the

\ll‘.l‘? ”lL nesenl ] ) .
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larese o or 2
VA pan 2k s 1o run g ved SiNCE IS Cotng ingo for e

ACLZO The Cases which are

ot ::“” ! L;aru;\ hichare an the 1ol of the courts at the date the present L com

. ¢ udped accordiog 1o the running at the moment the et is intim i LIs

ated,
b .

. A 2T Fhe prosent law come
Manttornl Ofigal
Al fhc sine e the Taw 1717 relening tothe comty'
petitsons myueed mhen viphts by illegal admninstratis e
with any ather wntrary orde s

satodorce 30 days afler it printimg oul in (he

clgment of the clamanty’
documents iy abrogated, togeihe

ROMANIAN DEVELOPMENT AGENCY
BY-LAWS
Government Deeision No.182

Chapier 1
Nome, Legal Form, Term, Headoffice

Att, | The Romanian Development Agencey is it legal person, lunciions asa pubilic
instiution and o directly subordimated to the Government

. Art. 2The Agency cariies ol its aclivity on the basis ol the Government Dedision
wherehy it was established, the present By-laws, and in compliance with the fegad prosisions
regarding public institutions,

Art. 37T he Ageney s established Tor an unlited 1erm The headotlice ol the Apeney
is w Bucharest,

A1t 4 1 he Romanian Development Ageney has inits organizational and functional
structure reptonal centers in Romama and iepresention oliices abroad, as well as
orgamzanonally and Ananaally independent consilnng and assistined ol lices

Chapter 2
Objectives and Tasks

At 5 1he seape of the Romanian Development Apencey is to implement the
Gavernment program ton relotm and econonne development by inducine and haunessing,
larcing capilal resour ces
For that purpase, the Ageney is encharged with the lollowing tasks:

S, Coordimatien of Foreign gover mmental coonomic assistanee
a) mamtains permanent relations with governmental or oon gosernmentd, inte natianal,
regronal o mational orgamzations and instittons thar o e in durge the mahilarerad aind
bilateral ceonumic assistance programs for Contenkand fasiern Burope countis,
b} wlentifies, negotiates and direets non-reimbor-sable coonomic assistanee progusims
accarding 1o the poovity requirements ol the national cconony,
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thange s in acconmis o) RTIYENTIOTIN
the equavalent of US $ 1on aon

Rvpn: l'mg will Iu'.(lnnc imaceordance with terms, eqtnblished theougl speafic rules 1o be
19sted hy the National Bank of Romama on the Basis of the present tepulation

A2 Nonobservanee by the banks of the prnasions of the peesent repnlation |
punﬁl:.n.hlu by the authoratics of supervision and confrof for the National Bnnt n} Rum"n i
depending on the gravity of ihe facrs commuted, whick may entarl (he wither awal of ||I“ "
heense, maccordance witl the provisions of Capten 1X of Law no 33199 . L
In the event of noticing other nonolmervane of fcgal preowisions related 1o current
U‘|JL‘Idl10I1.‘- and transfess of caputal threugh forogn means of prayment, the Supervision andd
Control I.Jcpmtmcnl of the National Bank of Remanin will notily the ;clc:v:ml imli[mm‘n |
order to impose sanctions that they are empowered 1o apply H

kS

and in then loreien assets balang sheets, which eaceed

T T TS BT Tr - e

LAND LAW
No.18 -

~exeerpls-

Chapter 4
The Legal Circulation of Land

A1t A5 Privaie landholdings wrespective ol their owners are and romam i the (il
circuits; they can be gequired or they can change hands m any ol the ways established by (e
civil fegislation, provided she stipulations in this law are obsened

AreA6 The plots of Tand lying both within and without the village can Change hands,
itreapective of how large their arca is, through lepal acts mier vives, concluded i authentee
lorm
In aflinstances of acquisition through legal acts inter vivos no property can eeeed 100
hectares ol farmband i arable cquivalent per family which s sobject (o the penalty of the
act being deched voud

At A7 Natwal peesons who donot hine Romaniaa citizenslinp sad are oot sesalent m
Romantias well as te legal petsons which do not bave Romanian eitezenship and
headolfice in Romamia cannol acquire Land in any rom through acts inter vives
I he peesons mentoned in the above paagraph who inhe et land shall alienate i wathin one
year sinee the date ol acquisition, under samction of the Lind heing uanstenied o staig
ownership and admimstration by the Rural Develapment and Planning Ageney, Tree of
chanpe ,

The petsones mentioned m paagraph | who scquired b belore the present Lay comws
inte Torce alall ahenate it within one year since that date, voder pain ol the lad being
teansteried lo state awneiship and admtnstration by the Rural Development and Planimg,
Ageney, iee of charge

Ard 48 Fasmland outsade the sillege can be sold through the exerase of the
pre-cmpnion right
The pre-emption tight in alicnating any plot ol land outside the siltge devolves on the
co-owners (f any) and then o the neighbronng owners, and is eaaied through the Runal
Development ol Planning Agency.
The owner of the Fand o be sold is obliged to nouly the Rural Development and Planning,
Agency, and the latter is Lo inform m wiling the pessons mentioned m patagraph 2 aboul
this itention within 15 days since the notilication date

BEST AVAILABLE COPY



RONIANIAN DEVELDPMENT-AGENCY

——

ar Ii 1 N
s !
¢ \ 1.
L LT EE A i oy, L [RITR .
T t
"y )
! T b e gl g D T

ts, I .

"o e e Ly L

) Pt ot
" A L T e H e ‘ '
(IS L et ey, Nl ‘ L .
veg, o, THLAT ey 4. ey ¥ , [ ., .
"
C P
) ,
Yoy .
L R P o
o PHT A e e el g

. " ’ !

[ Ny borifrse [ Coaa o .|| ot i 4
. P
. 1.

! Yol L |-
H AR N F TR T ;
A!fl!)'glﬂtqhiémg‘r} b]u/cllb Ymenl /\gcnc} (.‘ﬂ'{iD) wr raison ek, Lt
foreigh investinerr. s Y OBjective 1 1h i e RSO Telre is do promote
AFACVE 2l 13 BT ABIE P o WVE IS 1o position’ Romaniy as an emetging
activeand pro ”ilh'ClrlISInca.slt')ca(i()nin Eastern Buddne, We b e
‘ . i ' . . . 1 " <k, . ) TP .‘.

prospective investors {5 exhine Romania’s invesin: ope., aeek 10 persuade
- TR R vestment potential in more dega)

But more h;
an that, we wang
. L " LELE A ()u n - ¢ .
i Barindt - deih y l(_))’ 51(':'?[1‘('(? (ytl)'u‘r‘ (.mnpa?y o ‘ihmk of us as.a reliable
i S L * a c. ¢ . ‘l‘ ‘ - n ‘
et ner - o fa your zrgr_\#’,achwl\ms in the Romaniyn
i [
. e

v PRI

And, we would [ike

Uy ¢ totalk .
r.oi_ﬁ.um.éxm:(;l_[lg (,)I,)-boﬂL,l";:g::%ll!‘t;:‘(\:’uilll? can :ICIP y()El capitalized ¢n and profif

. . ) o ASUIET tirough g joint venturd fondes . . ot
anew husnu‘ss. or any other appropiaté (Eélll’lf(::;;c?; jomiventurd, leasing, ¢ caling _

L +

ARD's snecinliredd 1 afsny ppiuid s :

$ lDt slispu.m_llzcd personaced can also provide you with more de
about Romania and about e investmen plan that works 1
company, i Orks best

- hn ot
{ailed tmformation
for you and your

Think again ahou Romania!
Itis time (o stary A new business in 4 new mat ket

b

ROMANIAN DEVELOPMENT AGENCY

As an Investment Information Source ...

Provides up - to - date informations and statics on forcign investment process in
Romanian cconomy,

Collects, analyses and disseminates current trade and investment information on
the activitics of foreign ventures.

'
Vo T . . .

Establishes cllcctive promotional and informational contacts
foreign investors.

L
with potential

b r . [ L
Conducts a vide range of public rclations activitics and supplics all relevant
information required to sct up joint activities.

LR ] ' 1
ixamines the investment policics and regulation of other countrics, monitors
national and international investment trends and conducts micro - and macro -

studies on investment movements, d

Cooperates with other government agencics, rescarch institutions, and private

ofganizations 1 carrying oul investment - oriented research,



ROMANIAN DEVELOPMENT AGEN Cy ROMANIAN DEVELOPMENT AGENCY

1
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As an Investment Promotion Organizntion o ! ’ As Facilltator In Matching Prospective Investors with Local Partners ...

1 e o B 1 :

oty ' .

Dev-e_lop.s and supports the overall inward investment m
positioning Romania as af emo

o Develops direct rclations with foreign public and private companies and firms,
arketing strategy aimed at ‘i associations, national, regional and international banks and funds, and other

réing attractivi: and profitable bussines location, international organizations in order to find potential partners for Romanian

Conduets gencral and sector specific investment inj . e investment projects. Acts as a conter of reference for forcign investors interested
L SO B tinvestment missions fr i in establishing joint venineee | ania: ir auer

0 Romaia and vice - versa, _  em niss om soltrce countrics in establishing joint ventures in Romania; responds (o their qucerics, puts them

into contact with Romanian firms.

reanizes general, industry - or scetor g

Loos pecific information seminars ) : i roposal for promotion to potential foreign investors,
nvestment opportunities in Romania, : ) S on Ianlil?Ls local projects proposal for p P &

"repares and distributes investment prot

Attracts, directs, and guides potential foreign investors towards the utilizations of

notion literature. .+ ' investment opportunitics in Romania,

NRages in tailor-made present

ations, dircet mail campaien : - . . SN )
isi S, firm - onnes + made he n i reign invesfors and
esearch and visits to targeted co pagns, fir specifib Enables connections to be made hetween potential foreipn inves

mpanies aimed at generating investment dircctly Romanian public and private partners.




