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Abstract: 
Prudential supervision of credit institutions by the national authority leads to better their financial stability, 

especially in times of financial crisis. Governance and bank resolution of credit institutions posing systemic importance 
are two distinct functions that are monitored by the central bank as the national supervisory authority of the banking 
system.. Identify risks and vulnerabilities of the banking system's financial components are an important task of the 
national supervisory authority. Banking Resolution as extreme activity may be a consequence of ineffective corporate 
governance of credit institutions. The emergence and development of failures in corporate governance of financial 
institutions and inadequate allocation of funds to support their activities may affect the financial stability of credit 
institutions and hence the banking system. 
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1. Introduction 
 

I used a logical method of research. In this article, the method logic is that the phenomenon called "bank 
resolution" we presented only by what it is more important, crucial in banking while using the method of renovation and 
general systems theory-based bank. 

I have not used modeling or other research methods, because at this stage of the research theme proposed are 
not appropriate to be used. At this stage of research, banks and credit institutions in general are preparing a resolution 
bank and bank resolution fund is established only in 2016, there is no basis for comparison 

After an unprecedented financial crisis in the previous period covered, Romania is currently experiencing good 
economic growth. But amid unrestA and without interest of foreign investors for the capital market, the question arises 
whether the Romanian banking system is ready to face a new financial crisis. 

Better organization of the economic sector and in particular the banking system which is "the foundation of the 
national economy" is important in this respect. How are capitalized credit institutions, state companies and other 
businesses regardless of their form of ownership helps mitigate external shocks. The European financial crisis has 
shown that there is a significant lack of necessary tools of corporate governance bank to effectively manage credit 
institutions solvent but is in difficulty functioning operative and no longer have access to finance current even for that 
and They've lost credibility. 

 In this context Romania has started implementing recommendations [4] on the resolution of European bank 
resolution funds to access at a time through specific means by the executive corporate governance. 

Corporate governance of credit institutions include ways in which lenders financial resources, namely 
associations, depositors and investors in the capital market ensures that they receive the benefits they expect. 

Through corporate governance and as a last resort by scheduled bank resolution measures reorganizing the 
financial functions of a universal bank, while reducing to a minimum the impact of the difficult situation of the 
institution on the economy and financial system. 

Therefore, the corporate governance establishes rules according to which, in the case of bank resolution are 
first to bear losses shareholders and creditors bear losses after the shareholders. Provided that the losses suffered by 
each creditor does not exceed the losses allegedly suffered by them if the institution had been liquidated under normal 
insolvency proceedings. In this case customers, creditors, especially those who are covered by special funds are insured 
by the national authority that will have normal access to interbank settlements. All this is performed in accordance with 
the principle that no creditor should be disadvantaged and to minimize the cost of financial recovery. 
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2. Objectives Resolution 
Among the components of the financial system benefiting resolution highlights banks as financial 

intermediaries and investment institutions. 
"Considering the financial system definitions provided by the literature, we can define the financial system as a whole 
markets, intermediaries and infrastructure by individuals, businesses and public authorities fund their activities and 
invest their savings”[1]. 

In Romania, the FSA is a resolution authority for financial investment firms and NBR is the national resolution 
of credit institutions. 

Bank resolution is to administrative or judicial restructuring of a credit institution by an authority resolution 
through the use of resolution tools, to ensure continuity of its critical functions and continuity of banking services. By 
maintaining bank resolution to restore financial stability and normal functioning of all components or parts of the 
institution, while the remaining composing it will be subject to regular insolvency procedure. 

Novelty implementation in Romania of the resolution of the bank is that both the Romanian National Bank and 
Financial Supervision Authority as the authority resolution will inform the Ministry of Finance, as the competent 
ministry, all decisions taken by them for the financial recovery of an institution credit. In this regard, according to the 
rules of corporate governance of credit institutions resolution plans that may impact individual tax on the financial 
system will be approved by the Ministry of Finance as the competent ministry in the financial field. 

Among the objectives of the resolution can be drawn: 
• ensuring the continuity of critical functions; 
• avoid significant adverse effects on financial stability, in particular by preventing contagion, including financial 
market infrastructures; 
• protect public funds; 
• protecting depositors and investors acting on the capital market; 
• protecting client assets of funds and interbank settlements; 

The purpose of the resolution is to maintain credibility and confidence between the players in the financial 
market. "Credibility and trust are similar in many respects, for both are states of mind produced by corporate values and 
common rules previously existing, which, in turn, not the result of rational decisions in the economic sense, but the fruit  
traditions, the beliefs, the - education in a word, culture. [2]" 
 

3. Bank resolution tools? 
"The resolution tools protect the public interest defence of financial stability and applied when necessary to 

achieve the objectives of the resolution, that the institution cannot be liquidated under ordinary insolvency procedure, as 
this could destabilize the financial system."[5] 

The main instruments used for bank resolution reorganizing the critical activities of a bank are: 
  Sale of the business; 
This tool is used by the national resolution without the consent of shareholders. In this case, the credit institution 

under resolution will lose its legal personality and will cease its activities. 
Since the purpose of the resolution is not saving bank systemic banking for the benefit of shareholders, but also to 

ensure continuity of its critical functions such as payments to depositors (lenders bank) and bank payments ordered by 
customers through intra and interbank settlements. Thus, financial flows of credit through payment orders and financial 
flows flow through promissory notes, bills of exchange and checks will be carried out without major risks. 

So, this instrument enables the Bank entered into a resolution to ensure bank deposits of customers and to continue 
to participate in the national and international payments (SEPA) by taking 'piecemeal' liabilities and assets better by 
new owners. 

Sale of the business is that according to the prices in the commercial market will transfer the shares, rights or 
obligations and other assets of the bank under resolution, the authority resolution to a purchaser or dumb, who have no 
standing "institution-bridge". 

To avoid systemic risk bank deposits and assets "standard", "substandard" and other good assets are sold to one or 
more buyers, following the non-compliant assets and liabilities to be left bank balance incoming resolution. Under the 
new banking balance sheet assets and liabilities are considered unsold in some "residual" what will be will be liquidated 
under insolvency proceedings. 

 Bridge institution; 
The so-called "bridge institution" is a new bank established without the consent of shareholders and is controlled by the 
national resolution. This institution was created to save all or part of the business of a bank resolution and comes partly 
or wholly owned by one or more public authorities. Without the shareholders' institution bridge "takes through NBR 
liabilities (deposits) and rights (claims receivable) including shares of the bank declared in a resolution because it was 
not offered entities to buy liabilities and assets in the conditions specified for the instrument "sale of business". Bank 
entered into definitive resolution will lose its legal personality and the new "bridge institution" will be introduced by the 
national private circuit within 2 years. 

 Separation of assets; 
With this instrument, the bank's assets as declared by the national authority in the resolution, are presented in "toxic 

assets" and good assets. Through an asset management vehicle shall take the bad bank and the rights and obligations 
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arising from toxic assets. This creates conditions for banking institution under resolution under the control of the central 
bank to carry out normal activity as a "good bank". 

Asset management vehicle of a banking institution under resolution is a legal entity and are registered with a social 
capital that belongs to all or part of public institutions. As the administrator of the "bank resolution fund," "Deposit 
Protection Fund" can be a shareholder of vehicle management "toxic assets" belonging to a banking institution under 
resolution. 

 Bail 
The financial crisis experienced by a number of banks prompted the Basel Committee to require all credit 

institutions to find solutions to increase bank capital commitments proportion. Thus, internal recapitalization of credit 
institutions in financial distress has become the main reform of the management of banking crises. European. The shock 
of bad loans, which cannot be recovered will be mitigated capital. 

So to not lose the trust of clients and to operate without risks for banking operations for which it was authorized 
institution under resolution bank under the control of the central bank move to "bail" Thus, to absorb losses to 
shareholders and holders of other equity instruments, the bail-in NBR shall convert certain debts to banks under 
resolution in equity securities. 

Bail-in can be achieved by two forms "of bank open" and "closed bank" and is based on at least two principles: 
a) It complied with a strict hierarchy of claims without taking into account the equality of creditors within the 
same class, in order to limit systemic risk; 
b) No creditor will not be treated worse than if a bank failure; 
According to the 'cascade principle' a person who invests in riskier instruments (and higher yielding) will incur 

loss or claims will be subject to conversion into shares before other creditors. Only after reducing the value or debt-
riskiest category will move to the next category. 

The order of creditors that can help contribute internal recapitalization of credit institutions, Romanian legal 
persons, as follows: 

• shareholders; 
• holders of other equity instruments; 
• other creditors subordinates; 
• unsecured creditors; 
• individuals micro, small and medium enterprises holding deposits worth more than 100,000 euros (only 
amounts exceeding the limit guaranteed). 
If the bank recapitalization under the resolution in the form of "open bank" under control NBR institution will 

present a "plan for restructuring the banking business," which will be realized in the process of reorganization. It will 
analyze the risks that led to financial difficulties, will reduce inefficient and ineffective operational units reducing the 
cost of bail-in. This process is obtained bank stabilization because most of the debt is converted into equity. 

Closed bank as banking institution under resolution is a residual bank, BNR transferred without legal because 
"good assets" and customer deposits by a bridge bank or other institution which will provide critical primary functions 
of the bank. 

In the process of bank resolution through the two forms of bank opened or closed the national bank 
resolution will not take into account: 

- Debts to credit institutions and investment firms, excluding entities that are part of the same group, 
with an original maturity of less than seven days; 

- Liabilities resulting from participation in payment systems with a residual maturity of seven days; 
- Deposits protected by the Bank Deposit Guarantee Fund in the amount of 100,000 euros; 
- Guaranteed obligations, including bonds and other securitized debt; 
- Liabilities arising from the ownership of assets and cash belonging to clients (eg. The contents safe 

boxes), provided that the customer is protected under applicable insolvency law; 
- Liabilities arising from a fiduciary relationship, provided that the beneficiary is protected under civil law or 

the insolvency law; 
To use one of the tools resolution procedures have been established by a number of special requirements that 

relate primarily to the capital of legal entities involved in bank resolution. Forte is important in this bank resolution 
fund. 

All this is followed first by the central bank for the stability of the banking system. "It is known that 
behavioural economics is science. This means that there are no general guidelines apply to certain situations facing a 
decision-making body in the economic field. Every decision should be shaped so as to influence the behaviour of 
system operators. And the central bank should focus its work in a very important part in ensuring the viability of the 
free economy: banking system. "[3] 

 
 
4. Banking resolution fund 
For the purposes of bank resolution process was constituted "Banking Resolution Fund" is managed by the 

"Deposit Protection Fund". Sources establishing the "Fund resolution Banking" come from submissions annual amount 
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by credit institutions whose size is determined by the national resolution after its establishment were taken resources 
fund for bank restructuring has been handled everything "deposit Protection Fund". 

National Bank of Romania may establish other special contributions to cover expenses for bank resolution 
process that they cannot cover the "Banking Resolution Fund". 

Also the "Fund deposit insurance" as administrator of funds for a resolution bank may request loans or other 
forms of support from credit institutions and other institutions in the financial market to cover losses and other expenses 
necessary for the banking resolution. 

Banking Resolution administration of Fund resources by the "Deposit Protection Fund" for the purposes of 
their use is limited. So to cover expenses and other needs that arise in the process of bank resolution for the effective 
use of resolution tools, only national resolution authority can decide how to use resources Banking Resolution Fund. 
The main operations of the Fund are covered for: 

- bridge financing needed an institution or an asset management vehicle; 
- to facilitate the acquisition of the assets of the institution subject to the resolution; 
- backed assets or obligations of the institution subject to the resolution of an asset management vehicle and a 

bridge institution; 
- pay compensation to shareholders or creditors when they entered in the context of the resolution greater 

losses than they would have received if the institution had been wound up by insolvency proceedings; 
- payment of debts to creditors that resolution authority decides to exclude from the scope of internal 

recapitalization; 
- pepayment of borrowing and associated costs; 
During the period when not conducted any banking revolution process and are available money, "Deposit 

Protection Fund" is obliged to invest resources attracted in diversified assets with low risk financial market. Annually 
review the investment strategy of the funds raised to fund the resolution aiming on the one hand minimizing the risk and 
liquidity of investments and their performance on the other. 
 

5. Conclusions 
Banking is granted by resolution of credit institutions with potential systemic possibility of being "saved" by 

another form than for non-banking institutions go bankrupt. Any financial collapse of a "systemic banks" through 
temporary cessation of payments and loss of credibility customer can seriously affect the financial system and the real 
economy, leading inevitably to a systemic crisis. 

Both the National Bank of Romania and the FSA has a number of responsibilities, among which we can 
mention: 

- one were assured they have the resources and capacity necessary operational activities resolution; 
- prescribe specific procedures for both persons exercising resolution, and those exercising the oversight 

function in accordance with recommendations issued by the European authorities in the recovery and 
resolution. 

The recent financial crises have called on governments to save some public money to rescue banks and systemic 
banking system in some states. The new regulations include international bank resolution tools and mechanisms for 
banks in crisis in any country can be saved from collapse by their own forces.  

Thus, using national resolution authority and a bank resolution fund declared a state of systemic bank resolution 
may continue critical functions. By resolution tools protects the integrity of public finance bank, depositors and ensure 
continuity of services interchange.    

 
Bibliography 

[1]. Andries Alin Marius, Performance and efficiency of banking, University "A. I. Cuza ", Iasi, 2010; 
[2]. Cerna Silviu, Monetary Economics, University of the West 2009; 
[3]. Dedu Vasile, Banking and audit management, Second Edition, Economic Publishing House, Bucharest, 2008; 
[4]. DIRECTIVE 2014/59 / EU OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 15 May 2014 
establishing a framework for the recovery and resolution of credit institutions and investment firms and amending 
Directive 82/891 / EEC and Directives 2001 / 24 / EC, 2002/47 / EC, 2004/25 / EC, 2005/56 / EC, 2007/36 / EC, 
2011/35 / EU 2012/30 / EU and 2013/36 / EU of the European Parliament and Council and Council Regulations (EC) 
No. 1093/2010 and (EU). 648/2012 of the European Parliament and the Council; 
[5]. Law no. 312/2015 on recovery and resolution of credit institutions and investment firms and amending and 
supplementing certain acts in the financial field, art.7. al.2; 
[6]. www.bnr.ro; 
[7]. http://www.fgdb.ro/; 
[8]. http://asfromania.ro/. 

16


