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Corporate Governance Update Romania: what‘s new, what’s old and what’s
“borrowed” under the revised BSE Corporate Governance Code?

EBONDOC & ASOCIATII

Context

As a famous English wedding tradition says, in order to enjoy a successful and happy marriage, the bride should
have "something old, something new, something borrowed, something blue” on her wedding day.

Looking at the revised Corporate Governance Code of the Bucharest Stock Exchange (the “Revised Code”)m,

applicable as of 1¥ January 2025 to companies listed on the regulated market managed by the Bucharest Stock
Exchange (“BSE”), and reinterpreting the wording of the above tradition, it seems that this recipe for success has
been closely followed (even by the choice of the blue color of the BSE brand, some may anecdotally point out).

According to the new rules set out in the Revised Code, the first compliance reporting year applicable to the
companies whose shares are admitted to trading on the regulated market will be 2026, corresponding for the
financial year 2025. Even though the first reporting year will only be 2026, there are already strong signals from
the market indicating that the key players in Romania's capital market are taking steps to adapt their rules and
procedures to the new requirements provided under the Revised Code. This demonstrates that the changes have
been generally positively received by the Romanian capital market players and also reflects the participants’
commitment to and interest in initiating their alignment with the new standards set forth by the Revised Code.

Why was a revision needed and what was the purpose of revising the Code?

As almost a decade has lapsed since the adoption of the previous BSE 2015 Corporate Governance Code, adopting
a fresh, revamped corporate governance Code was triggered by several key factors, including regulatory updates
(especially on sustainability matters), market evolution and alignment with evolving international best practices.

The revision of the Code aims not only to ensure that Romanian issuers are more attractive to international
investors by aligning with key global best practices, but also to support the issuers’ corporate resilience in a
rapidly changing world, while keeping this soft law tool as flexible and adaptable as possible to the needs and
specificities of each issuer.

Something new - Main changes of the revised Code
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The Revised Code brings a number of innovative changes essentially intended to enhance transparency, with the
ultimate goal of facilitating companies' access to funding and strengthening investor confidence in the capital
market. These changes reflect a forward-thinking approach seeking to adapt to evolving business environments
and legal frameworks.

In a nutshell, some of the most notable and impactful amendments include:

n changes concerning the members of the board of directors, such as the recommendation to create a board
profile, aspects related to board members’ remuneration, implementation of a diversity policy, implementation of
new board evaluation and training rules;

n making a clear distinction from a practical point of view on the implementation of the Revised Code between
companies managed under a unitary system and those managed under a dualist system — practically the Revised
Code includes guidelines on how listed companies managed under the dualist system should interpret and
implement the new requirements of the Revised Code;

n additional independence criteria for the members of the board of directors and the members of the audit
committee compared to those included in Company Law 31/1990 and the recommendation that at least a third of
the board members should be independent — the independence criteria are listed in Annex 1 to the Revised Code;

n the recommendation to have an independent vice-chairman in the board of directors when the positions of
chairperson of the board of directors and general manager are held by the same person;

n the addition of a section dedicated to sustainability and stakeholder engagement, reflecting the growing
concern and interest in relation to the application of sustainability requirements;

n new recommendations related to support functions (e.g., the appointment of a secretary general, development
of an investors’ relation (IR) function and a risk management framework);

As anovelty, the BSE will monitor the listed companies' compliance and will publish an annual aggregated report
on the implementation degree of the new rules.

Something old - Same “‘o0ld” ‘““comply or explain” principle will apply

Compliance with the rules set out in the Revised Code will continue to operate on the basis of the "comply or
explain" principle (similarly to the previous Corporate Governance Code). This means that listed companies must
either comply with established governance principles or provide clear explanations for any deviations.
Additionally, where a listed company plans to comply with the provisions of the Revised Code on a later date, it
should specify the implementation timeline and outline the measures it intends to take to achieve adherence to the
new regulations.

Any non-compliance with the provisions of the Revised Code must be reported to the BSE immediately, but no
later than 24 hours from the occurrence of the relevant event. Additionally, it is recommended that all reporting
obligations regarding listed companies’ corporate governance be included in the corporate governance chapter of
the annual report. This encourages transparency and accountability, without imposing rigid compliance
requirements that could affect companies' corporate flexibility.

Something “borrowed” — the Code follows some key G20/OCDE Corporate Governance Principles
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Through the Revised Code, an effort has been made to align the applicable corporate governance standards with
best practices of other European Union member states, as well as with key corporate governance principles of the
Organization for Economic Co-operation and Development (“OECD”), laid down under the G20/OCDE

Corporate Governance Principles 202312,

The challenge that was posed was to adapt these recognized best practices to the characteristics of the local capital
market and to the legal requirements of the Romanian capital market.

The Revised Code has now been largely aligned with OECD corporate governance principles, particularly in
respect of shareholders’ rights, transparency, and ESG integration. Recommendations related to the equitable
treatment of shareholders, board responsibilities, enhanced transparency and reporting criteria, as well as
sustainability and resilience elements have been incorporated in the Revised Code.

All these corporate governance rules which are aligned with internationally recognized good practices are aimed at
creating a more predictable and investor-friendly market environment, enabling the market participants to
smoothly implement the newly adopted corporate governance standards.

In addition, this initiative supports Romania in the process of joining the OECD, where corporate governance
plays a key role. Romania’s accession to the OECD (targeted for 2026) is expected to bring a wide range of
benefits, significantly enhancing the country’s economic and institutional development, which will ultimately lead

to an enhanced investor confidence on the Romanian capital market and facilitate capital markets finamcing.ﬁ1
Conclusion

Despite the fact that the Revised Code largely remains a soft law tool (except for its reporting obligations), early
indications suggest that market participants are receptive to the new requirements and many have already initiated
the internal procedures to ensure compliance with the Revised Code; this suggests that following the old saying
that “something new, something old and something borrowed” should be brought in the making of the revised
Code will prove to be successful.

Awareness has already been raised that its proper implementation could ultimately lead to increasing liquidity, by
attracting new capital markets financing and building investor trust.

The Revised Code is definitely one of the catalysts boosting the strengthening of the Romanian capital market and
may be regarded as setting a new domestic “gold standard” to be followed not only by listed companies, but also
by private ones, whether or not seeking to access capital markets financing.

[11 https://byb.ro/juridic/files/EN%20CGC%20BVB %202025.pdf

[2] https:// www.oecd.org/en/publications/g20-oecd-principles-of-corporate-governance-2023_ed750b30-en.html

[3] https://gov.ro/ro/pagina/aderarea-romaniei-la-ocde-organizatia-pentru-cooperare-i-dezvoltare-economica
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