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General

1 Legal system

How would you explain your jurisdiction’s legal system to 
an investor?

Romania has a civil law system applicable nationwide. The majority of 
real estate norms are contained in the Romanian Civil Code, the Land 
Book Law and construction-specific legislation. The Civil Code regu-
lates all aspects related to real estate, the enforcement of obligations, 
as well as the execution of contracts.

Judicial precedent is not binding before courts of law. However, 
all decisions of the Constitutional Court and certain decisions of the 
Supreme Court are mandatory, and, in recent years, there has been an 
influx of such decisions in the real estate domain.

The agreements regarding the transfer of ownership right and/or 
establishment of encumbrances must be concluded in written authen-
ticated form before a notary public, and registered afterwards with the 
relevant Land Book. For other types of agreements (eg, lease, free use) 
the written form will suffice.

2 Land records

Does your jurisdiction have a system for registration or 
recording of ownership, leasehold and security interests in real 
estate? Must interests be registered or recorded?

Romanian real estate law is governed by the registration principle (ie, 
real estate rights are registered with an assigned Land Book and cadas-
tral number). The Land Book is a public register of real estate property 
that contains three parts:
• description of the property;
• the current owner; and
• encumbrances (eg, easements, mortgages, land charges or 

heritable building rights).

Each real estate operation is registered with the relevant Land Book in 
order to ensure opposability against third parties. All past operations 
remain registered in the archive and can be accessed.

For historical reasons however, not all of Romania’s territory has 
been subject to cadastral surveying yet. Therefore, especially in rural 
areas, a purchaser must perform a topographic survey and Land Book 
opening prior to the acquisition of a plot, if such operations have not 
yet been done.

Land Book information which has been registered and updated is 
accessible online. Registration in the Land Book creates a presumption 
of ownership. Since all agreements implying the transfer of ownership 
are concluded in front of a notary public and afterwards immediately 
registered in the Land Book, there is a small chance of failure to register 
such rights.

Security interests are also registered with the Land Book in order to 
ensure the rank of the secured creditor. In case such registration is not 
performed, the creditor cannot oppose its rank against other creditors 
in case of enforcement.

3 Registration and recording

What are the legal requirements for registration or recording 
conveyances, leases and real estate security interests?

The rule of real estate registration with the Land Book applies uni-
formly throughout Romania and the public notaries who authenticate 
the agreements are automatically requesting their registration. The 
registration of leases is optional and regularly used for medium and 
long term-leases in order to ensure the tenant’s use right in case of 
transfer of leased property regardless of the form of transfer.

In order to perform a registration, a Land Book excerpt must be 
obtained at a cost of 200 Romanian leu (approximately €40). The reg-
istration is subject registration tax calculated at the declared value of 
the transaction and range between 0.5 per cent and 1 per cent of the 
price of the asset being transferred or the secured amount. To this, the 
notary fees are added, amounting to 0.5 to 2.5 per cent of the same. The 
purchaser and/or borrower customarily pay the fees.

4 Foreign owners and tenants

What are the requirements for non-resident entities and 
individuals to own or lease real estate in your jurisdiction What 
other factors should a foreign investor take into account in 
considering an investment in your jurisdiction?

From 1 January 2014, European Union member states’ entities and 
individuals may acquire real estate assets without any restrictions. This 
also applies to some other countries with which Romania executed 
bilateral agreements. Other third-country entities and individuals can-
not directly acquire plots of land in Romania. Such parties may acquire 
ownership rights only indirectly by establishing a Romanian limited 
liability company, which is a common straightforward procedure.

With respect to Romanian agricultural land, there is a specific 
regulation stipulating that the sale of agricultural and forestry land 
is subject to a pre-emption right which is reserved to the co-owners, 
lease-holders, neighbours and the Romanian State, at the same price 
and under the same conditions. The pre-emption procedure implies 
certain regulated steps among which publication with the local city hall.

5 Exchange control

If a non-resident invests in a property in your jurisdiction, are 
there exchange control issues?

There are no exchange control issues applicable to real estate deals of 
non-resident investors. There are no restrictions on the repatriation 
of profits.

6 Legal liability

What types of liability does an owner or tenant of, or a lender 
on, real estate face? Is there a standard of strict liability and can 
there be liability to subsequent owners and tenants including 
foreclosing lenders? What about tort liability?

Romanian law recognises two types of liability: contractual and tort. 
Owners of real estate are liable for statutory dues relating to the land, 
such as charges for local public infrastructure or other utility taxes. 
Owners may also be held administratively or criminally liable for 
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failure to observe certain construction, urban planning or environmen-
tal legal provisions (ie, building in a historically protected area in viola-
tion or without a building permit, polluting the soil or waters, etc).

In case of leases, the landlord must surrender the leased property 
to the tenant in a condition suitable for use in conformity with the con-
tract and maintain it in this condition for the lease period. However, 
in commercial leases, it is common that the landlord delegates their 
liability to the tenant to a large extent.

Regarding liability for contaminations, the “polluter pays” princi-
ple applies and the landowner and/or even the previous owner can be 
held liable for contamination of soil and groundwater. To avoid later 
disputes, the parties should clearly define the environmental issues in 
the contract where such is applicable.

7 Protection against liability

How can owners protect themselves from liability and what 
types of insurance can they obtain?

In Romania, minimal housing insurance covering building insurance 
against weather-related perils (eg, fire, windstorms, etc) is compulsory. 
Failure to conclude such insurance is subject to fines. In addition, fur-
ther types of policies are available depending on the particularities of 
the case ranging from third-party liability to specific policies covering 
environmental, pollution, title insurance, etc.

For some cases of hidden defects, as well as eviction, the Civil 
Code expressly provides for the obligation of the seller to cover all dam-
ages linked to the transferred property. Such can be exercised indefi-
nitely, while others are subject to statutes of limitations. Furthermore, 
the purchaser should add appropriate warranties and indemnities to 
extend the sellers’ liability.

Legal, tax and/or technical due diligence investigations are rec-
ommended for reducing the risks associated with the transfer of the 
real estate.

8 Choice of law

How is the governing law of a transaction involving properties 
in two jurisdictions chosen? What are the conflict of laws 
rules in your jurisdiction? Are contractual choice of law 
provisions enforceable?

Any transaction involving an immovable asset on Romanian territory is 
subject to Romanian law. The parties could opt for a different govern-
ing law. However, such is not recommended as it will only complicate 
the procedure in case of foreclosure.

9 Jurisdiction

Which courts or other tribunals have subject-matter 
jurisdiction over real estate disputes? Which parties must 
be joined to a claim before it can proceed? What is required 
for out-of-jurisdiction service? Must a party be qualified 
to do business in your jurisdiction to enforce remedies in 
your jurisdiction?

As a rule, Romanian courts resolve disputes arising with regard to prop-
erty rights. There are no specific real estate courts, but general civil law 
ones which are organised into district courts, county courts, and higher 
courts of appeal or the Romanian Supreme Court if applicable. Claims 
involving real estate must be filed with the competent court where such 
property is located.

Romanian law recognises the legal capacity of foreign persons. 
As such, it is possible for a foreign entity to file a claim and enforce 
remedies duly recognised by the courts of law.

10 Commercial versus residential property

How do the laws in your jurisdiction regarding real estate 
ownership, tenancy and financing, or the enforcement of 
those interests in real estate, differ between commercial and 
residential properties?

There are no significant differences between commercial and 
residential properties in Romania.

Residential properties have a special regime with regard to the 
administration and use of common areas inside a building (the use 
is normally performed by a non-profit building owners’ association 
which functions similarly to a company). There are no specific require-
ments regarding the lease of residential properties.

Lease agreements registered with the tax authorities represent 
enforceable titles with respect to the payment of the rent and eviction 
of the tenant.

11 Planning and land use

How does your jurisdiction control or limit development, 
construction, or use of real estate or protect existing structures? 
Is there a planning process or zoning regime in place for 
real estate?

Construction is highly regulated. Each town has a zoning masterplan 
setting the general zoning regime to be observed for each envisaged 
project. As some zoning plans are outdated, special zoning plans must 
be approved in order to establish if a specific project can be developed 
or authorised. Only after this preliminary stage is fulfilled, the appli-
cant may move forward to obtaining the building permit.

The above-mentioned procedures are cumbersome as they 
involve obtaining by the applicant of several approvals and per-
mits from various public authorities and utility providers (eg, his-
torical and archaeological monuments, environmental authorities, 
waste management).

12 Government appropriation of real estate

Does your jurisdiction have a legal regime for compulsory 
purchase or condemnation of real estate? Do owners, 
tenants and lenders receive compensation for a 
compulsory appropriation?

Romanian law regulates the expropriation of real estate. However, it 
is subject to strict scrutiny as the Romanian Constitution guarantees 
ownership. Such expropriation may only be made for public use for 
public infrastructure projects.

Property owners are compensated at the market value of the 
real estate by the public authority performing the expropriation. The 
authority must first attempt a negotiated settlement with the owner. 
In case such settlement is not successful or if there is a disagreement 
regarding the price, such dispute shall be resolved by the competent 
courts of law and an independent expert may be appointed to evaluate 
the asset.

13 Forfeiture

Are there any circumstances when real estate can be forfeited 
to or seized by the government for illegal activities or for any 
other legal reason without compensation?

Real estate can be forfeited without compensation if an illegal act was 
committed and the real estate represents the proceedings of such act or 
was purchased from the proceedings of such act. Additionally, a pros-
ecutor may seize real estate or affix seals on a building during a crimi-
nal investigation if it is used as evidence in a criminal investigation or is 
part of precautionary measures.

14 Bankruptcy and insolvency

Briefly describe the bankruptcy and insolvency system in 
your jurisdiction.

The insolvency and bankruptcy procedures is supervised by the com-
petent courts of law. Romanian legislation recognises insolvency com-
menced either at the request any of the creditors or of the debtor. The 
court will decide whether to open an insolvency proceeding. From 
the date of the court’s decision to open the proceedings, the court will 
appoint an insolvency administrator. Specific rules are set for the man-
agement of the company and for the disposal of assets.

The insolvency administrator tries to prepare an insolvency plan 
together with the creditors and to continue the business. If reorganisa-
tion is unsuccessful, bankruptcy commences, whereby the company’s 
assets are liquidated and the creditors divide the proceeding from the 
sale of such assets. The liquidation is performed through public auction.
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Any assets sold by the seller, including real estate, within the past 
three years before the commencement of insolvency proceedings is 
subject to a review of the insolvency court in order to determine if it 
was performed as a fraudulent mechanism to the seller’s creditors.

Investment Vehicles

15 Investment entities

What legal forms can investment entities take in your 
jurisdiction? Which entities are not required to pay tax for 
transactions that pass through them (pass-through entities) 
and what entities best shield ultimate owners from liability?

The Romanian Companies Law regulates five different types of corpo-
rate forms, all of which are available to foreign investors. Of the regu-
lated forms, the limited liability company is the most frequently used, 
as it is very easy to incorporate and has a very accessible minimum 
share capital amounting to 200 leu. Joint stock companies may also 
be considered, however the minimum required share capital is higher, 
being set at 90,000 leu.

Limited liability companies best shield ultimate owners from lia-
bility as such liability is limited to the company’s assets and does not 
imply their personal liability, except under exceptional circumstances.

All corporate forms are subject to the same taxation requirements.

16 Foreign investors

What forms of entity do foreign investors customarily use in 
your jurisdiction?

Foreign investors prefer the limited liability company (LLC) corporate 
structure. One or several shareholders may incorporate an LLC, which 
can be legal persons.

17 Organisational formalities

What are the organisational formalities for creating and 
maintaining the above entities? What requirements does 
your jurisdiction impose on a foreign entity? Does failure to 
comply incur monetary or other penalties? What are the tax 
consequences for a foreign investor in the use of any particular 
type of entity, and which type is most advantageous?

In order to be incorporated, companies must register with the compe-
tent Trade Registry Office. Such registration involves several steps such 
as the drafting certain statements with respect to fulfilment of legal 
requirements, drafting the articles of association of the future com-
pany and the payment of the subscribed share capital in a company’s 
bank account. Companies must have a registered office in Romania. 
Foreigners may be directors of Romanian companies without having a 
residence in Romania or a work permit.

Foreign entities that are not fiscally registered in Romania must 
give an affidavit acknowledging the compliance with the Romanian 
legal requirements and stating the amount of share capital that they 
are about to contribute.

The corporate tax is 16 per cent and is applicable for all type of 
companies. In addition, VAT amounts to 19 per cent and there is a 
specific procedure for registration. Currently, transfer of ownership 
between VAT registered companies for real estate development is 
subject to reverse taxation.

Acquisitions and Leases

18 Ownership and occupancy

Describe the various categories of legal ownership, leasehold 
or other occupancy interests in real estate customarily used 
and recognised in your jurisdiction.

Customarily, real estates are held in exclusive ownership, respectively 
the landlord has full and exclusive rights (the right to own, occupy, use, 
and dispose). The co-ownership rights are recognised and imply the 
co-owners agreement regarding the real estate’s use and disposal.

The Romanian legislation also regulates the superficies right repre-
senting the ownership right over the building and the use right over the 
land on which the building is erected. Such rights are usually based on 

a joint-venture agreement concluded between the owner over a plot of 
land and a developer, for the purposes of constructing a building that 
is to be divided into several apartments that will be individually sold 
to third-party interested purchasers, together with the corresponding 
quota of the land on which the construction is being located.

Lease agreements are common in the Romanian practice. The 
applicable legislation does not differentiate, in principle, between resi-
dential and commercial lease agreements, although residential tenants 
have an enhanced protection (eg, they have a pre-emption right in case 
the premises in which they live is sold).

Any burden on a real estate (eg, easements, rights of access) are 
executed based on an authenticated deed and are registered with the 
relevant Land Book at the public notary’s request.

19 Pre-contract

Is it customary in your jurisdiction to execute a form of 
non-binding agreement before the execution of a binding 
contract of sale? Will the courts in your jurisdiction enforce a 
non-binding agreement or will the courts confirm that a non-
binding agreement is not a binding contract? Is it customary in 
your jurisdiction to negotiate and agree on a term sheet rather 
than a letter of intent? Is it customary to take the property off 
the market while the negotiation of a contract is ongoing?

It is common for the parties to conclude a sale pre-contract, which usu-
ally provides for the terms and conditions precedent necessary to be 
fulfilled by the parties for executing the final agreement. It is usually 
subject to a down payment paid by the future purchaser.

In case one of the parties fails to fulfil its obligations, the other 
party may request the court to issue a decision, which has the same 
power as a concluded property sale agreement. The pre-contract pro-
vides the advantage that, unlike a sale agreement, it does not need to 
be concluded in an authenticated form. However, it can be registered 
with the Land Book.

20 Contract of sale

What are typical provisions in a contract of sale?

The agreement must precisely identify the parties, the property 
(address, Land Book number and cadastral number) and the purchase 
price or its calculation method. Further details are given with regard 
to the payment terms and deadlines, the liability for defects, develop-
ment costs and other public charges, the transfer of ownership or pos-
sibility to terminate.

The typical representation and warranties cover ownership history, 
protection against third-party claims or eviction, compliance with zon-
ing plans and building permits, encumbrances, the status of current 
lease agreements, tax payments, as well as any defects present at the 
moment of the sale.

Unless otherwise agreed, at the closing of a sale agreement, the 
purchaser pays notary and Land Book fees, while the seller pays the 
transaction tax to the state budget. If the real estate is handed over after 
the conclusion of the sale, the risk of loss or damages falls on behalf of 
the seller.

21 Environmental clean-up

Who takes responsibility for a future environmental clean-up? 
Are clauses regarding long-term environmental liability and 
indemnity that survive the term of a contract ) common? What 
are typical general covenants? What remedies do the seller and 
buyer have for breach?

In Romania, environmental damages entail the strict liability of the 
polluter, even for the persons under its supervision or acting on its 
behalf. In case of environmental damage, the polluter must pay any 
damages that occur as a result of its intention or negligence, and clean 
up the contaminated areas.

General covenants regarding land pollution are rarely used simply 
because the purchaser is supposed to have made the necessary due 
diligence analysis before the purchase of the property.
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22 Lease covenants and representation

What are typical representations made by sellers of property 
regarding existing leases? What are typical covenants made 
by sellers of property concerning leases between contract date 
and closing date? Do they cover brokerage agreements and 
do they survive after property sale is completed? Are estoppel 
certificates from tenants customarily required as a condition to 
the obligation of the buyer to close under a contract of sale?

For existing leases, it is typical for the seller to provide representation 
with regard to the:
• rent roll;
• validity and enforceability of the lease agreements;
• duration;
• conditions of renewal of the lease;
• existence and transfer of the tenant’s guarantee;
• existence of any defaults with regard to the rent; and
• existence of any disputes with the tenants.

Lease agreements may provide that such are automatically terminated 
upon the change of ownership of the real estate.

The sellers usually include covenants ascertaining that the seller 
will not execute new or amend or terminate existing leases for a certain 
period or that the seller will perform all necessary improvement works.

Estoppel certificates from tenants are not required as a condition to 
close under a sale agreement.

23 Leases and real estate security instruments

Is a lease generally subordinate to a security instrument 
pursuant to the provisions of the lease? What are the legal 
consequences of a lease being superior in priority to a security 
instrument upon foreclosure? Do lenders typically require 
subordination and non-disturbance agreements from tenants? 
Are ground (or head) leases treated differently from other 
commercial leases?

As a rule, leases are not affected by a change of ownership. If the lease 
agreement is registered with the competent Land Book, the new owner 
is obliged to observe the terms and conditions of the lease. In case of 
sale of property in foreclosure procedure, the same rule applies and the 
new owner must respect the existing lease agreement. The Romanian 
Civil Code also allows the possibility of the new owner to terminate the 
lease agreement by prior notice given within a specified time frame in 
accordance with its terms and conditions.

24 Delivery of security deposits

What steps are taken to ensure delivery of tenant security 
deposits to a buyer? How common are security deposits 
under a lease? Do leases customarily have periodic rent resets 
or reviews?

The use of security deposits paid by tenants are common in Romania. 
There aren’t any legal requirements with regard to the amount or form 
of the security deposit to be provided by the tenant. However, in prac-
tice, a three-month rent is usually practised for both residential and 
commercial lease.

For commercial leases, it is also usual to issue a bank letter of guar-
antee in order to guarantee the payment of outstanding rents. Such 
letters of guarantee do not usually exceed six months or one year and 
are periodically renewed. It is also customary for a lease agreement to 
provide a rent review period although rent calculation mechanisms are 
usually provided within the lease agreement.

25 Due diligence

What is the typical method of title searches and are they 
customary? How and to what extent may acquirers protect 
themselves against bad title? Discuss the priority among 
the various interests in the estate. Is it customary to obtain 
government confirmation, a zoning report or legal opinion 
regarding legal use and occupancy?

Property ownership registered in the Land Book is presumed to cor-
rectly ascertain true ownership unless challenged by an interested 
party in a court of law. Before executing a transfer deed or otherwise 
encumber a real estate, a Land Book excerpt will be requested which 
will indicate the real estate’s current status. This will place a block on 
the Land Block for a five working days, to avoid having different opera-
tions performed on it simultaneously.

Romanian law gives priority to deeds registered with the Land 
Book as opposed to unregistered deeds. Moreover, the first registered 
deed has priority over any other subsequently registered ones.

Zoning certificates and/or other types of confirmations from vari-
ous governmental authorities are requested when the purchaser is 
envisaging to develop a project and wants to know the zoning and con-
struction regulations and parameters.

26 Structural and environmental reviews

Is it customary to arrange an engineering or environmental 
review? What are the typical requirements of such reviews? 
Is it customary to get representations or an indemnity? Is 
environmental insurance available?

Engineering and environmental reviews are not common although 
such are sometimes performed in the case of high-value transactions. 
Environmental insurance is available, although rarely used.

With regard to certain type of development projects (eg, conver-
sions of industrial sites), the investor would be required to perform an 
environmental impact assessment.

27 Review of leases

Do lawyers usually review leases or are they reviewed on 
the business side? What are the lease issues you point out to 
your clients?

Lawyers on both sides usually review commercial leases and con-
tractual clauses are thoroughly negotiated by the parties. The most 
important aspects refer to the:
• contractual period (including the possibility of renewal);
• rent mechanism and indexation;
• rights and obligations of the tenant;
• warranties;
• service charges;
• insurances; and
• conditions of termination, including early termination mechanism.

Lease agreements are normally independent from any financing secu-
rity agreement. Transfer of ownership may entail renovation or main-
tenance obligations on behalf of the future landlord.

28 Other agreements

What other agreements does a lawyer customarily review?

When conducting due diligence of a potential transaction, lawyers 
normally assess legal mandatory provisions applicable to the asset in 
question (ie, pre-emption rights, easements) and review:
• former real estate documents;
• agreements instituting pre-emption rights;
• easements or liens;
• zoning certificates and building permits;
• financing and mortgage agreements;
• tax certificates; and property insurance.

In recent years, energy performance certificates are also required 
in real estate transactions and such may also be registered with the 
Land Book.
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29 Closing preparations

How does a lawyer customarily prepare for a closing of an 
acquisition, leasing or financing?

In practice, lawyers draft the agreements that, once finalised, are for-
warded to the notary public in order to be authenticated. The notary 
public requests an original Land Book excerpt, verifies the parties’ 
capacity and their execution rights. The closing of the transaction is the 
signing of the sale agreement before the notary public. After the sign-
ing occurs, an original duplicate of the agreement is sent to the Land 
Book office in order to be registered. The registration procedure can 
last one week or even more.

Financing agreements usually involve the fulfilling of conditions 
precedent to closing and conditions subsequent. Lawyers ensure that 
all conditions precedent are fulfilled by the signing date and such con-
ditions usually involve obtaining the required corporate approvals, 
compliance with any pre-emption requirements, obtaining specific 
building permits, proof that any funds necessary for the transaction 
are available.

30 Closing formalities

Is the closing of the transfer, leasing or financing done in 
person with all parties present? Is it necessary for any agency 
or representative of the government or specially licensed 
agent to be in attendance to approve or verify and confirm 
the transaction?

Any agreement for acquiring or transferring ownership over real estate 
and establishment of mortgages or other encumbrances must be con-
cluded before a notary public in authenticated form. In a real estate 
transaction, the presence of the parties in person or of their empow-
ered representatives (on the basis of an authenticated power of attor-
ney) before the notary public is necessary in order for the transaction 
to be concluded. The notary fees and Land Book registration fees are 
paid on the closing date.

Lease agreements do not need to be signed before a notary public 
or any other agents or witnesses and may be signed in counterparts.

31 Contract breach

What are the remedies for breach of a contract to sell or finance 
real estate?

There are no legal provisions that apply automatically in case of breach 
of a sale or finance agreement. In a standard sale agreement, the seller 
must transfer ownership over the real estate, free of any encumbrances, 
material defects or legal claims. In case a real estate property is defec-
tive in any way, the purchaser may request that the seller remedy the 
defects at their expense, reduce the purchase price or even terminate 
the agreement.

On the other hand, a purchaser must pay the agreed purchase price 
according to the agreed terms and conditions. In case a purchaser fails 
to fulfil their obligation, the seller may claim damages or even termi-
nate the agreement.

With regard to a financing agreement, the borrower must pay the 
loan on the designated contractual deadlines. If the borrower does not 
observe the contractual obligation to disburse the loan, it is liable for 
any damages incurred on behalf of the lender. Additionally, the lender 
may enforce mortgaged property.

32 Breach of lease terms

What remedies are available to tenants and landlords for 
breach of the terms of the lease? Is there a customary procedure 
to evict a defaulting tenant and can a tenant claim damages 
from a landlord? Do general contract or special real estate rules 
apply? Are the remedies available to landlords different for 
commercial and residential leases?

Romanian law gives considerable freedom to the parties in order to 
determine default events, the extent of the breaches and of the appli-
cable remedies.

As a rule, the tenants who fail to fulfil their contractual obligations 
is subject to the payment of damages. The landlord may also termi-
nate the lease agreement without notice provided that the contractual 

conditions are met. The eviction of the tenant must be authorised by a 
court of law. If the lease agreement is registered with the fiscal authori-
ties, the lease agreement represents an enforceable title and enforce-
ment procedure is significantly simplified.

In case the landlord causes the breach of obligations, the tenant has 
the right to be awarded damages. Such breaches usually involve neces-
sary repairs to be performed by the landlord or eviction by a third party.

There are no differences with regard to the remedies available in 
commercial and residential leases.

Financing

33 Secured lending

Discuss the types of real estate security instruments available 
to lenders in your jurisdiction.

Financing agreements include a list of general undertakings and 
financial covenants and almost always require a mortgage over the 
financed real estate, as well as the creation of a mortgagor’s lien over 
the moveable assets accompanying the real estate.

Additionally, liens may be created over a mortgagor’s moveable 
assets such as bank accounts, insurance policies, intellectual property 
rights, shares, stocks and receivables. Personal guarantees of a bor-
rower’s shareholders are also usually created. Banks regularly request 
the assignment of all rents due by the tenants in the secured real estate 
property to the borrower, and of any claims against such tenants.

34 Leasehold financing

Is financing available for ground (or head) leases in your 
jurisdiction? How does the financing differ from financing for 
land ownership transactions?

Although Romanian law does not prohibit leasehold financing, 
such is extremely rare and there aren’t any banks wiling to finance 
such agreements.

35 Form of security

What is the method of creating and perfecting a security 
interest in real estate?

A mortgage agreement over a real estate must be concluded in an 
authenticated form before a notary public, after which such is regis-
tered with the Land Book.

A mortgage agreement is invalid if it does not specify the sum for 
which it is established or it does not reasonably identify the mecha-
nism. In addition, the mortgage agreement is valid only if it identifies 
the mortgagor and the creditor, the cause of the warranted obligation 
(ie, the financing procedure) and it must also contain a sufficiently 
accurate description of the mortgaged asset.

36 Valuation

Are third-party real estate appraisals required by lenders 
for their underwriting of loans? Must appraisers have 
specific  qualifications?

The appraisal of the real estate is required. A bank’s in-house depart-
ment normally does a valuation, although for high-value transac-
tions one or several externally designated professionals perform such 
operations. They do not need to be registered with public authorities.

37 Legal requirements

What would be the ramifications of a lender from another 
jurisdiction making a loan secured by collateral in your 
jurisdiction? What is the form of lien documents in your 
jurisdiction? What other issues would you note for your clients?

Lenders from a EU jurisdiction may provide mortgaged loans with-
out any hindrance and under the same legal and tax conditions as 
Romanian lenders, provided that specific banking and financial regu-
lations are observed. However, if the bank providing the secured loan 
performs similar operations on a normal basis, then it would have to 
register such activities in Romania under the passport principle.
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All real estate securities must be registered with the Land Book. 
Romanian law allows the assignment of mortgages separately from the 
assignment of the financing instrument provided the consent of the 
mortgagee is given in authenticated form. As such, any assignment of 
mortgages must be registered with the Land Book that entails notary 
and Land Book fees.

38 Loan interest rates

How are interest rates on commercial and high-value property 
loans commonly set (with reference to LIBOR, central bank 
rates, etc)? What rate of interest is legally impermissible in your 
jurisdiction and what are the consequences if a loan exceeds 
the legally permissible rate?

Interest rates in mortgage agreements are usually determined with 
reference to the ROBOR, EURIBOR, and rarely LIBOR indexes. Fixed 
interest rate loans are available as well. There are interest rate limita-
tions with regard to residential loans imposed by Romanian legisla-
tion. For commercial loans, the parties may freely agree the level of the 
interest rate however excessively high interest rates can be reduced by 
the courts of law.

Beside the repayment of the loan and of the appropriate inter-
est rate, the debtor is usually obliged to pay handling charges, capital 
resources costs or insurance costs.

There are no differences in penalties for legally impermissible 
rates applied to different types of lenders.

39 Loan default and enforcement

How are remedies against a debtor in default enforced in 
your jurisdiction? Is one action sufficient to realise all types of 
collateral? What is the time frame for foreclosure and in what 
circumstances can a lender bring a foreclosure proceeding? 
Are there restrictions on the types of legal actions that may be 
brought by lenders?

As a rule, the enforcement of remedies against a debtor in default must 
observe a judicial procedure. Before commencing any enforcement 
proceedings, and unless stipulated otherwise in the financing agree-
ment, the lender must first observe a formal notice period during which 
the debtor has to be given the opportunity to repay the debt. After the 
expiry of such notice period, the lender may commence enforcement 
procedure against the debtor given the fact that credit agreements 
concluded with banks are ***ipso facto enforceable according to the 
Romanian Banking Ordinance.

One action is usually sufficient to enforce all types of collateral. 
There are also no restriction with regard to the category or number of 
actions which can be initiated by the lender.

40 Loan deficiency claims

Are lenders entitled to recover a money judgment against 
the borrower or guarantor for any deficiency between the 
outstanding loan balance and the amount recovered in the 
foreclosure? Are there time limits on a lender seeking a 
deficiency judgment? Are there any limitations on the amount 
or method of calculation of the deficiency?

If the sums obtained after foreclosure and enforcement of the mortgage 
are insufficient to pay the outstanding loan balance, lenders are entitled 
to a money judgment for recovery against the borrower or guarantor, 
provided that certain conditions and time-limits are observed.

41 Protection of collateral

What actions can a lender take to protect its collateral until it 
has possession of the property?

Loan agreements almost always contain covenants with regard to 
the protection and insurance of the collateral and the obligations 
of the lender to maintain and preserve the mortgaged collateral. 
Supplementary conditions may be envisaged in the loan agreement 
that would reduce the mortgagor’s right to terminate lease agree-
ments, service agreements or insurance policies over the mortgaged 

real estate. Rent proceedings are usually assigned to the lenders and 
are paid directly to them.

Moreover, in order for the lender to secure the collateral, Romanian 
law requires several forms of publicity to be performed whereby the 
mortgage has to be registered with the relevant Land Book or, in case of 
moveable mortgages, the Electronic Archive for Secured Transactions.

The Romanian Civil Code expressly prohibits having a mortgagee 
in possession of real estate.

42 Recourse

May security documents provide for recourse to all of the 
assets of the borrower? Is recourse typically limited to the 
collateral and does that have significance in a bankruptcy or 
insolvency filing? Is personal recourse to guarantors limited 
to actions such as bankruptcy filing, sale of the mortgaged or 
hypothecated property or additional financing encumbering 
the mortgaged or hypothecated property or ownership 
interests in the borrower?

Romanian law recognises the possibility of recourse against other 
assets of the borrower that have not been mortgaged. As per the 
Romanian Civil Code, the lender may not commence recourse meas-
ures against assets that are not mortgaged unless the mortgaged assets 
are not sufficient for the payment of the loan. However, in practice, 
the financing package provides for specific provisions that allow the 
creditor to pursue all debtors’ assets. Nonetheless, the procedure for 
enforcing non-secured assets is not as efficient as the enforcement of 
mortgaged collaterals and pursuing it involves burdensome lawsuits.

Personal recourse to guarantors is not limited to other actions, such 
as bankruptcy filings or ownership interests in the borrower. However, 
priority for certain loans may be inserted in the guarantee agreement 
provided that certain conditions are met. As a rule, guarantors are lia-
ble as soon as the debtors are in default.

43 Cash management and reserves

Is it typical to require cash management system and do 
lenders typically take reserves? For what purposes are reserves 
usually required?

Real estate transactions do not usually involve cash management sys-
tems or the creation of reserves by the lenders. However, banks usually 
require that all loan-related transactions be performed through mort-
gaged accounts opened with the financing institutions.

44 Credit enhancements

What other types of credit enhancements are common? What 
about forms of guarantee?

Romanian law recognises several forms of credit enhancements that 
are used in practice in high-value loans, such as bank letters of guaran-
tee and letters of comfort. Similarly, completion guarantees are usually 
requested in building projects whereby guarantors undertake to pay the 
total amount needed for the termination of the project.

45 Loan covenants

What covenants are commonly required by the lender in 
loan documents?

Besides the mandatory requirements of loan agreements addressed 
under question 35 above, loan agreements normally include general 
covenants, property-related covenants, information covenants, nega-
tive covenants, and financial covenants. Such are inserted to describe 
the most important details of the loan such as the rights and duties of 
the parties, the description and the obligations with regard to the mort-
gaged assets, the cases under which foreclosure would occur or would 
be considered as occurring and the financing mechanism in order for 
the loan to be repaid.

46 Financial covenants

What are typical financial covenants required by lenders?

Typical financial covenants required by lenders are usually based on 
the loan-to-value ratio (LTV), the interest cover ratio (ICR), or the debt 
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service cover ratio (DSCR). The debt equity ratio, the income (EBIT) 
debt ratio and the rental income interest ratio may also be used.

47 Secured moveable (personal) property

What are the requirements for creation and perfection of a 
security interest in moveable (personal) property? Is a ‘control’ 
agreement necessary to perfect a security interest and, if so, 
what is required?

Romanian law requires the conclusion of an agreement in order to cre-
ate security interests over moveable property, including equipment or 
intangibles. Securities over moveable property are perfected by regis-
tration with the Electronic Archive for Secured Transactions.

Pledges over moveable property may be made with or with-
out dispossession of the pledged property in favour of the lender. 

Promissory notes or bank letters of guarantee usually accompany 
personal guarantees.

A ‘control’ agreement is not necessary in order to perfect a 
security interest.

48 Single purpose entity (SPE)

Do lenders require that each borrower be an SPE? What are 
the requirements to create and maintain an SPE? Is there a 
concept of an independent director of SPEs and, if so, what is 
the purpose? If the independent director is in place to prevent a 
bankruptcy or insolvency filing, has the concept been upheld?

SPEs are often used in high-value real estate transactions. As there is 
no special regulation with regard to SPEs, the general Romanian cor-
porate norms apply. There is no concept of an independent director of 
an SPE.
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