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Gelu Maravela, Alina Popescu & Marius Pătrășcanu
Maravela & Asociatii
Overview
Legislation and practice
The Romanian legal framework governing M&A is much in line with international
practice, and hence foreign buyers may expect to find themselves on familiar soil and
to run into no major surprises. However, certain specificities do arise from Romania’s
historic background with privatisation, for instance, having been for a long time a
significant component of M&A practice, and restitution laws playing an important part
in the assessment of real estate transactions.
As to the general framework, Company Law no. 31/1990 and the recent Civil Code (in
force as of 2011) provide the main statutory framework for the purchase and sale of
corporate entities, or of their assets and liabilities.
In addition, M&A transactions exceeding certain turnover thresholds fall within the
scope of merger control rules set out by Competition Law No. 21/1996 and related
enactments of the Romanian Competition Council.
From a practical standpoint, in a standard scenario, main deal structures may include
share deals (acquisition of shares in the corporate vehicle holding or operating the
target), as well as purely asset deals (acquisition of the target itself rather than of
the vehicle holding same) or transfer of businesses as a going concern (preferred for
tax considerations or in cases where relevant vehicles are undergoing insolvency).
Representations and warranties, price adjustment mechanisms and signing-closing
sequences are very common in Romanian M&A contracts of certain sizes. In particular,
where a merger notification notice to either the Romanian Competition Council
or European Commission (depending on the size of the deal) is required, standstill
mechanisms are implemented preventing the buyer from gaining control of the target
until the merger receives clearance.
In any case, acquisitions largely exceed mergers, which rarely occur in practice. Private
deals are still deemed as the strongest component, against the background of a rather
weak stock exchange. Nonetheless, hopes for the revival of securities transactions lie
with the currently ongoing reform of the capital markets system and the overall upward
trend of the national economy.
The specialised mechanics of public M&A are regulated by Law no. 297/2004 on capital
markets and related secondary enactments issued by the Government and Romanian
regulatory authority in the field, currently the Financial Supervision Authority (FSA).
The FSA oversees the compliance of investors and the traded company with the capital
markets legislation, issuing in its turn various binding pieces of legislation.
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Fiscal provisions and a large number of various other enactments may, of course, also
come into play, depending on the specifics of the target and relevant deal.
In terms of specialised M&A dispute resolution, international arbitration holds an
important place in large transactions, whereas medium to small deals-related disputes
are generally referred to customary courts.
Market
Whilst 2013 had been seen as the turning point of a revived M&A market following
the global economic crisis, a barometer drawn up by Ernst & Young based on publicly
available information during the first half of 2014 has noted that overall, the size of
Romania’s M&A market (excluding cross-border deals) fell by 25% in terms of value,
to an estimated $600m in the first half of 2014. The same report shows that considering
the number of transactions, the IT sector was the most active target industry in the first
half of 2014 (9), followed by telecom & media (7) and services (7). In terms of value,
the largest transactions seem to have taken place in the energy and mining industry,
transportation, banking and financial services.
Although the number of targets for sale is quite significant (in particular in the banking
and energy sectors), the rather timid start (contradicting the global trend) may have been
partially due to the gap between local sellers’ expectations as compared to the value of
the targets, and the extent of buyers’ desire to spend in the current climate.
Even so, the Romanian market has been witnessing quite a few historical M&As this
year, and is expected to go up further in 2015.
Significant deals and highlights
Largest IPO in Romanian stock exchange history
The IPO of the State-owned company Electrica, one of the most important players in the
fields of distribution, sourcing and other energy-related services in Romania, took place
in June 2014 and was the largest in Bucharest Stock Exchange’s history. Electrica sold
177,188,744 shares and Global Depositary Receipts (GDRs) (approx. 51% of the total
shares after capital increase) for approximately €444m.
The volume of shares offered was oversubscribed by approximately two times. Investors
bought 142,007,744 shares (80.14% of the IPO) and 8,795,250 GDRs (19.86% of the
IPO). The shares/GDR ratio was more favourable for shares than in Romgaz’s offer of
Q4 2013, when almost 2/3 of the securities were sold as shares and 1/3 as GDRs.
Institutional investors bought 79% of the securities sold in the IPO, and retail investors
the other 21%. The majority of institutional investors who subscribed in the IPO were
from Romania, Poland, the UK and USA. Institutional investors received 104,798,107
shares at a price of RON 11/share, and 8,795,250 GDRs at US$ 13.66/GDR. Large
retail investors were allocated 17,718,875 shares (10% of the total volume of IPO) at
RON 11/share. Small retail investors bought 19,490,762 shares (11% of the total IPO),
of which 10,891,971 shares were at RON 10.45/share and 8,598,791 shares at RON 11/
share.
After the IPO, the Romanian State remained the largest shareholder, with 48.8% of
Electrica shares, but its holdings might increase to 49.9% if the stabilisation option is
exercised. The European Bank for Reconstruction and Development has become the
second-largest shareholder in Electrica after it purchased €75m worth of shares. ING is
the third-largest shareholder of Electrica.
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Italian banking group UniCredit involved in significant deals
Another significant deal consisted of Romanian UniCredit subsidiary, Unicredit Țiriac
Bank’s acquisition of the corporate business of RBS Romania (the Romanian branch of the
Royal Bank of Scotland plc).
The deal follows a previous agreement between the same financial institutions signed in
April 2013. At the time, UniCredit Țiriac Bank announced it had acquired the retail and
Royal preferred banking business from RBS Romania, representing approximately €315m
in assets and €230m in liabilities.
The transaction in 2014 involved the corporate business of RBS Romania and related to a
total portfolio of aggregate assets of around €260m and corporate deposits of around €315m.
Such deal reflected an increase of transactional activity in the banking sector. More sales of
Non-performing Loan (NPL) portfolios from local banks to foreign investors are expected to
follow as the Romanian financial services market undergoes major changes and consolidation.
Another large transaction involving UniCredit may consist of the sale by private investor Ion
Țiriac of his stake of 45.059% of Unicredit Țiriac Bank stock to the majority shareholder,
UniCredit, as part of the exit option agreed by both parties. Based on publicly available info,
Ion Țiriac would receive €700m for his stake, paid partially in cash.
The consolidated net profit of UniCredit Tiriac Bank and UniCredit Consumer Financing
rose 18% to €16m in the first quarter against the same period of last year due to lower
provisioning, while demand for new loans remained weak. The bank’s assets amounted
to €5.8bn and the capital adequacy ratio stood at 14.1% in May 2014. UniCredit Țiriac
Bank operated through a network of 188 branches by the end of March, and the number of
employees in the banking and consumer financing businesses reached 3,116.
Important electricity company initiated exit from Romania
In June 2014, the Italian group Enel announced that it was starting a process to divest its
generation assets in Slovakia and its distribution and sales assets in Romania, as part of a wider
sale programme being implemented to strengthen the group’s financial structure. In Romania,
the sale would involve the 64.4% stake in Enel Distributie Muntenia SA and Enel Energie
Muntenia SA; the 51% stake in Enel Distributie Banat SA, Enel Distributie Dobrogea SA and
Enel Energie SA; as well as the 100% interest in the services company Enel Romania Srl.
These companies manage a power grid of about 91,000 kilometres in the regions in which
they operate, distributing about 14 terrawatt hours (TWh) of electricity a year, with a domestic
market share of 34%, and selling nearly 9.0 TWh a year to about 2.6 million customers, of
which 2.4 million are residential customers, with a domestic market share of 20%, and 0.2
million are businesses, with a domestic market share of 38%. In 2013, the companies had
consolidated revenues of €1.118bn ($1.5bn) and earnings before interest, taxes, depreciation
and amortisation (EBITDA) of €289m.
Although in autumn Enel had announced that it might reconsider its exit, the process appears
to be still ongoing, with a deadline for receipt of non-binding offers set for the end of
November 2014.
Bucharest: largest transaction involving a single asset
The real estate market was in its turn an important playground for fairly significant
transactions. Amongst the highlights, South African developer New Europe Property
Investment (NEPI)’s acquisition of Promenada mall from Raiffeisen Investment in a deal
worth €148m was deemed to be the largest transaction of a single asset ever concluded in
Bucharest, and second-largest in Romania.
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The purchase price is equivalent to the valuation amount, as estimated by NEPI, which
foresees an annual income of about €10m resulting from renting commercial spaces in
Promenada, where the monthly weighted average rental is €22 per sq m.
Requiring an initial investment of €130m, the shopping centre located in Northern Bucharest
covers a gross leasable area of 35,000 sq m, hosting more than 120 stores and 1,300 parking
spaces. Promenada mall is part of Floreasca City, a project also incorporating two office
buildings.
It is also noteworthy that, despite the rather large volume of the deal, many other international
investors had expressed a strong interest in acquiring the project.
NEPI has become one of the most dynamic real estate developers in Romania in recent years.
It is thus estimated that, following the completion of all projects undergoing development,
NEPI will reach 660,000 sq m in its asset portfolio, adding to its already-owned leasable
area of 380,000 sq m and projects evaluated at over €656m. Most of the ongoing projects
developed by NEPI are to be completed in 2014 and 2015. The largest investment of NEPI
in Romania is the commercial centre Mega Mall in Bucharest, with an investment of €165m
and 70% participation in the project.
Cement giants required to divest
Holcim and Lafarge also need to sell units to gain regulatory approval for their planned
merger to form the biggest cement company. Holcim and Lafarge have said they plan to
divest businesses accounting for 10% to 15% of their combined earnings before interest,
taxes, depreciation and amortisation, which Holcim has said is equivalent to about $1bn. In
Europe, where the largest part of their cement and crushed-rock divestments will take place,
regulators have set a December 15 deadline to either approve the deal or open a deeper
investigation. Hence, transactions will likely be completed next year.
P3 extends its portfolio of logistic parks
Another highlight is the acquisition by P3, the specialist owner, developer and manager of
European logistics properties, of a portfolio of three logistics parks, two of which are located
in Poland and one in Romania, from CA Immobilien Anlagen AG. The portfolio totals
467,000 sq m of lettable area. The transaction also included approximately 165 hectares of
land for development, mainly in Poland and Romania.
The Bucharest Park is the largest of the three standing assets acquired by P3, consisting of
215,000 sq m of almost fully occupied space and 40 ha of land for development. It is a major
centre for third-party logistics providers, due to its direct access to the A1 motorway heading
westwards and the park’s freight-handling facilities as part of the pan-European rail corridor
linking Dresden and Nuremberg to Istanbul. The park’s location, on the city’s principal ring
road and its close proximity to central Bucharest, attracts both e-commerce tenants as well as
multinationals such as Carrefour.
Key developments
The main developments in the M&A field this year encompass a much awaited reform of the
capital markets mechanisms, and amendments to merger control rules.
Capital markets system undergoing thorough reforms
Since November 2013, the Romanian capital market has undertaken a deep reform to
eliminate barriers to its development, mainly aiming to ensure easier access of investors to
the market, higher liquidity and improved market mechanisms.
GLI - Mergers & Acquisitions Fourth Edition

147

© Published and reproduced with kind permission by Global Legal Group Ltd, London

www.globallegalinsights.com

Maravela & Asociatii

Romania

Moreover, in August 2014, the Financial Supervision Authority (Romania’s stock exchange
regulatory authority) initiated the STEAM Project – Action Plan to Obtain the Status of
Emerging Market, which is targeted at the obtaining of emerging market status within two
years from the initiation of the action plan. The achievement of the objective subsequent to
the programme will result in an improvement in the accessibility of the Romanian capital
market for investors by increasing the size of the market and liquidity.
Developments include: reduction of the Bucharest stock exchange trading fees; change of
provisions regarding public offerings (e.g. the possibility to have the prospectus drafted
also in an international language, eliminating the minimum duration of an offer, provisions
aimed to clarify certain rights of the offerer/issuer, and to simplify the documentation/
procedures related to the offers, etc.); easier procedures for exercise of shareholders’ legal
rights, involving the depository of financial instruments and amendment of procedures for
payments and transfer of the ownership of shares payable in global accounts; improved
procedures for admission to trading on a regulated market; introduction of the issuer’s
obligation to establish and include in shareholders’ decisions certain key data and to send
to the central depository certain information provided in the report; improved procedures
for the exercise of certain rights in general meetings of shareholders; and separation of
the trading and post-trading systems of accounts, resulting in the placing of orders and
settlement mechanisms in accordance with international standards.
The regulated spot market has seen the introduction of trading at last. Through such
mechanism, domestic and international investors have the opportunity to execute
transactions at stable prices, whereas the extension of continuous trading means an
extended period of price formation.
Another key development in the field consists of the clarification of the legal regime
governing shares listed on the RASDAQ market or the unlisted securities market,
clarification which had been demanded by both Romanian and EU practitioners and
authorities.
The RASDAQ market was created in 1996 as an over-the-counter trading system modelled
on the US NASDAQ market. In recent years, the RASDAQ market has encountered
difficulties due to lack of specific regulations, which gave rise to uncertainty over the
rights and obligations of RASDAQ issuers, as well as to inconsistencies in the application
of capital markets legislation.
Further to the recent changes, RASDAQ and unlisted securities markets cease to operate;
issuers, whose shares are traded on these markets, have the following alternatives:
admission of shares on a regulated market; admission of shares on an alternative trading
system; or delisting.
Since due to their infrastructural and logistical limitations, Bucharest Stock Exchange and
the Sibiu Stock may neither desire nor be able to accommodate issuers that are presently
traded on RASDAQ, this may potentially lead to the creation by other market operators
of a new alternative trading system, meeting the demands of companies that wish to have
their shares traded on an alternative trading system.
The Financial Supervision Authority is obviously expected to play a central role in the
management of this process, through the regulations to be issued, as well as through its
control and enforcement approach.
Amendment of merger control rules
The Romanian Competition Council (RCC) revised its merger control rules in order to
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lower the administrative burden for both the applicants and the RCC, as an increased
number of mergers are now expected to follow the route of the simplified procedure.
Procedurally, the new rules emphasise the importance of pre-notification discussions by
recommending merging parties to engage in prior discussions with the RCC at least two
weeks before submitting their notification.
The new rules also increase the thresholds for the application of the simplified notification
procedure which applies to mergers between undertakings or acquisition of sole or joint
control over an undertaking.
Industry sector focus
As per the abovementioned Ernst & Young barometer, the M&A market for the first half
of 2014 has been dominated by transactions below the €20m mark. While certain large
transactions have appeared in the financial services, energy and construction materials,
those are due to complete in 2015.
One of the important and somewhat unexpected trends in the market, given recent
legislative changes in the field of renewable energy, consisted of the consolidation of
the energy sector, with a focus on the renewable segment, where photovoltaic and small
hydropower plants accounted for half of the deals.
Another trend comes from the banking and financial services sectors, with major
transactions in banking, insurance and financial leasing.
The real estate market has also seen an important number of transactions of rather high
value, and is expected to further evolve in 2015.
In terms of volume, the M&A market was driven by the IT sector, which covered 15% of the
total transactions from the Romanian market. 75% of these transactions involved domestic
investors. RCS & RDS (the largest cable and satellite television company in Romania and
South Eastern Europe) accounted for 71% of the transactions signed in this segment.
In terms of services, most of the transactions registered do not have a disclosed value, however
in terms of volume this segment represents 11% of the total transactions from the Romanian
market. 29% of these transactions were made between postal and courier services providers.
The year ahead
The M&A market in Romania is expected to go up in the next 12 to 18 months due to large
transnational deals such as the expected sale of Lafarge – Holcim assets and the contemplated
divestiture of Enel companies in Romania, as well as continued plans for privatisation.
Significant improvements to transport infrastructure in Romania in the coming years,
alongside a continued commitment to the privatisation programme and more efficient
absorption of EU funds, as well as economic growth and an improved country rating,
should also encourage investment in Romanian targets. There is also a growing interest in
Romania from other markets, such as China and Japan.
On the other hand, the establishment of the local stock exchange as a viable alternative
for raising equity should not be expected to result in a spectacular boom in the short term.
Nonetheless, positive signs are expected, with new IPOs contemplated for 2015.
All in all, the most attractive sectors for acquisitions in 2015 are expected to remain within
the areas of energy and natural resources, banking and financial services, IT, construction
and agriculture.
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As a highlight, there is significant growth potential for agriculture in Romania, which
displays significant resources for agri-business, there being both room and the need
for major investment. Projects are encouraged by both EU and Romanian government
subsidies available to support investments in the sector. On the downside, the very
fragmented state of agricultural land resulting from the restitution of formerly State-owned
lands to a multitude of owners, may substantially slow down the process.
Clearly, Romania’s tremendous energy and natural resources potential, including newly
discovered reserves, coupled with the current focus on alternatives to Russian supply,
privatisation of several State-owned companies in the field and potential divestiture of
Enel businesses, are likely to account for yet another record year for M&As in this field.
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