Markets in Financial Instruments Act
Promulgated SG, issue 52 from 29 June, 2007 in effect as of 1 Nov., 2007

TITLE ONE
GENERAL PROVISIONS

Chapter One
MAJOR PROVISIONS AND CONCEPTS

Art. 1 (1) This Act shall govern:

1. the activities of the investment intermediaries and regulated markets in financial
instruments;

2. requirements to persons that manage and control persons under item 1, as well as towards
persons, having a qualifying holding in the persons under item 1;

3. the state supervision for ensuring compliance with this Act.

(2) The goal of this Act is to:

1. provide protection of investors in financial instruments, including through ensuring that
they have greater knowledge about the financial instruments market;

2. create prerequisites for development of a fair, transparent and efficient financial
instruments market;

3. keep the integrity and the public confidence in the financial instruments market.

Art. 2. The regulation and the supervision over the activities and persons under Art. 1 shall be
carried out by the Financial Supervision Commission, hereinafter referred to as “the
Commission”, as well as by the deputy chairman of the Commission in charge of Investment
Activity Supervision Division, hereinafter referred to as the “deputy chairman”.

Art.3. Financial instruments, subject of this Law shall be:

1. securities

2. instruments other than securities

a) mony market instruments;

b) units in undertakings for collective investment;

c) options, futures, swaps, forward rate agreements and other derivative contracts on
securities, currencies, interest rates, yields, or other derivative instruments, indexes or
financial indicators, which may be settled physically or in cash;

d) options, futures, swaps, forward rate agreements and other derivative contracts on
commodities, that must be settled in cash or may be settled in cash at the option of one of the
parties (otherwise than by reason of a default or other termination event);

e) options, futures, swaps and other derivative contracts on commaodities, that can be
physically settled, provided that they are traded on a regulated market and/or a Multilateral
Trading Facility (MTF);

f) options, futures, swaps, forwards and other derivative contracts on commodities,
other than those indicated in letter “e”, which may be settled physically, and not being for
commercial purposes, and which according Art. 38 paragraph 1 of Regulation (EC) No.
1287/2006 of the Commission have the characteristics of other derivative financial
instruments, having regard to whether, inter alia, they are cleared and settled through
recognized clearing houses or are used as collateral with margin purchases or short sales;

g) derivative financial instruments for credit risk transfer;

h) contracts for differences

i) options, futures, swaps, forward rate agreements, and any other derivative contracts
relating to climatic variables, freight rates, emission allowances or inflation rates or other



official economic statistics, that must be settled in cash or may be settled in cash at the option
of one of the parties (otherwise than by reason of a default or other termination event), as well
as all other derivative contracts related to assets, rights, liabilities, and indicators, other than
those indicated under this article, which have the characteristics of the other derivative
financial instruments, having regard to whether they are traded on a regulated market, are
cleared and settled including through recognized clearing houses or are used as a collateral
with margin purchases or short sales, as well as the derivative contracts according Art. 38
paragraph 3 of Commission Regulation (EC) No. 1287/2006.

Art. 4. (1) This Act shall not apply to the activity of:

1. insurers under Art. 1 of Council Directive 73/239/EEC on the coordination of laws,
regulations and the administrative provisions relating to the taking-up and pursuit of the
business of direct insurance other than life assurance, the persons under para 1 of Directive
2002/83/RC of the European Parliament and of the Council concerning life assurance and the
persons which pursue reinsurance and retrocession under Council Directive 64/225/EEC on
the abolition of restrictions on freedom of establishment and freedom to provide services in
respect of reinsurance and retrocession;;

2. persons which provide investment services exclusively for their parent undertakings, for
their subsidiaries or for other subsidiaries of the parent undertaking;

3. persons providing investment services in an incidental manner in the course of a
professional activity and that activity is regulated by legal or other regulatory provisions or a
code of ethics which do not prohibit the provision of those services;

4. persons who do not provide any investment services or do not carry out any investment
activities other than dealing in financial instruments on own account unless they are market
makers and deal outside a regulated market or an MTF on an organized, frequent and
systematic basis by providing a system for trading accessible to third parties in order to
engage in dealing with them;

5. persons which provide investment services consisting exclusively in the administration of
employee and worker-participation schemes;

6. persons which provide investment services which only involve both administration of
employee-schemes and the provision of investment services exclusively for their parent
undertakings, for their subsidiaries or for other subsidiaries of their parent undertakings;

7. the members of the European System of Central Banks, other bodies of the member-states,
performing similar functions and other public bodies charged with or intervening in the
management of the public debt;

8. collective investment undertakings and pension funds, whether regulated at Community
level or not, as well as the depositories and managers of such undertakings;

9. persons dealing on own account in financial instruments or providing investment services
in commodity derivatives or derivative contracts included in Art. 3 item 2, letter “i”, to the
clients of their main business, provided that this is an ancillary activity to their main business,
when considered on a group basis and that main business is not the provision of investment
services within the meaning of this Act and Annex I, Sections A and B of Directive
2004/39/EC of the European Parliament and of the Council and is not the provision of
banking services within the meaning of Annex | to Directive 2006/48/EC of the European
Parliament and the Council relating to the taking up and pursuit of the business of credit
institutions (recast);

10. persons providing investment consultations in the course of performance of another
professional activity not regulated by this Act, provided that the provision of such
consultations is not specifically remunerated;

11. persons whose main business consists of dealing on own account in commodities and/or
commodity derivatives. This exception shall not apply where such persons are part of a group



the main business of which is the provision of other investment services within the meaning
of this Act and Directive 2004/39/EC of the European Parliament and of the Council and is
not the provision of banking services within the meaning of the Law on Credit Institutions and
Directive 2006/48/EC of the European Parliament and the Council relating to the taking up
and pursuit of the business of credit institutions (recast);

12. legal entities which provide investment services and/or perform investment activities
consisting exclusively in dealing on own account on the markets in financial futures or
options or other derivative financial instruments and on the money market for the sole
purpose of hedging positions on the markets of derivative financial instruments or which deal
for the accounts of other members of those markets or make prices for them and which are
guaranteed by clearing members of the same markets, where responsibility for ensuring the
performance of contracts entered by such entities is assumed by clearing members of the same
markets;

(2) The rights conferred by virtue of this Act shall not extend to the provision of services as
counterparty in contracts of public bodies dealing with public debt or by members of the
European System of Central Banks performing their tasks as provided for by the Treaty
establishing the European Community and the Statute of the European System of Central
Banks or performing equivalent functions under national provisions.

Chapter Two
CONDITIONS TO PURSUE BUSINESS

Division |

General Provisions
Art.5. (1) Investment intermediary is any entity whose regular occupation or business is the
provision of one or more investment services and/or the performance one or more investment
activities
(2) Investment services and activities means:
1. reception and delivery of orders in relation to one or more financial instruments, including
intermediation for entering into transactions with financial instruments;
2. execution of orders on behalf of clients;
3. dealing on own account in financial instruments;
4. management of portfolio;
5. providing of investment consultations to a client;
6. underwriting of issues of financial instruments and/or offering for initial sale financial
instruments in the conditions of unconditional and irrevocable commitment for
subscription/acquisition of the financial instruments for own account;
7. offering for initial sale of financial instruments without an unconditional and irrevocable
commitment for acquisition of the financial instruments for own account;
8. organization of Multilateral Trading Facilities.
(3) The investment intermediaries may also provide the following ancillary services:
1. safekeeping and administration of financial instruments for client account, including
custodianship (keeping financial instruments and client cash in a depository institution) and
related services such as management of the received cash/provided collateral;
2. granting loans for carrying out of transactions in one or more financial instruments,
provided that the entity granting the loan is involved in the transaction under conditions and
procedure, laid down in an ordinance;
3. advice to undertakings on capital structure, industrial strategy and related matters, as well
as advice and services relating to mergers and the purchase of undertakings;



4. providing of services, related to foreign exchange services where these are connected with
the provided investment services;

5. investment research and financial analysis or other forms of general recommendation
relating to transactions in financial instruments;

6. related to underwriting of issues of financial instruments;

7. services under para 2 and 3 related to the underlying of the derivative financial instruments
under Art. 3 item 2 letter “d”, “e”, “f”, and “i” — where these are connected to the provision of
services under item 1 — 6 and under para 2.

Art. 6. (1) The provision of investment services and performance of investment activities by
way of occupation may be carried out only by a joint-stock company or limited liability
company with a head office and registered office on the territory of the Republic of Bulgaria,
that has obtained authorization to pursue business as investment intermediary by the
Commission under the procedure and provisions of this Law and its implementing
instruments.

(2) Provision of one or more investment services and performance of one or more investment
activities by way of occupation may also be carried out by a bank, which has obtained
authorization to pursue such services and activities by the Bulgarian National Bank.

Art.7. (1) Investment intermediaries, except for banks, may not carry out by way of
occupation some other commercial transactions.

(2) The investment intermediaries, which perform investment services and activities under
Art. 5 para 2 item 3 and 6, may also carry out transactions with foreign means of payment, if
they have been authorized under the conditions and the procedure of the acting legislation.
Art. 8 (1) An investment intermediary, who holds client cash and/or securities and provides
one or more of the investment services under Art. 5 para 2 item 1, 2 and 4 must have an initial
capital not less than BGN 250 000, provided that it does not perform the investment services
and activities under Art. 5 para 2 item 3 and 6.

(2) An investment intermediary who does not hold client cash and financial instruments and
does not pursue the investment services and activities under Art. 5 para 2 item 3 and 6, must
have an initial capital not less than BGN 100 000.

(3) An investment intermediary who performs investment services under Art. 5 para 2 item 1
and/or 5 and does not hold client cash or securities and for whom, due to it, no liabilities
towards clients may arise, shall meet one of the following requirements:

1. to have an initial capital at amount not less than BGN 100 000;

2. to have a Professional Liability Insurance, valid for the whole territory of the
European Union and the European Economic Area, for the damages which may occur as a
result of guilty default on its obligations, related to its activities as an investment
intermediary. The minimum insured sum of the insurance shall be at the amount of the BGN
equivalence of 1 000 000 Euro for any insurance event and the BGN equivalence of 1 500 000
Euro for all insurance events for one year;

3. the combination of the requirements, stated in item 1 and 2 to exist, which is to
ensure a level of cover analogous of that under item 1 and 2;

(4) In cases other than those under para 1-3, the investment intermediary must have an initial
capital of not less than BGN 1 500 000.

(5) Not less than 25 per cent of the capital under 1-4 must be paid in upon filing the
application for the issue of a license, and the other part — within a 14-day period after receipt
of the written notification under Art. 14 para 4.

(6) The investment intermediary must at any time maintain own funds exceeding or equal to
the amount of the capital requirements for the risks associated with its activities;

(7) The structure and elements of the initial capital and equity, the requirements to capital
adequacy, the ways and methods of their calculation, the requirements to keeping records and



disclosure of information, as well as the supervision for compliance with them shall be laid
down in an ordinance. The ordinance may also specify the financial instruments, which the
investment intermediaries may hold for own account in the cases when they carry out
investment services under Art. 5 para 2 item 2.

(8) An investment intermediary must maintain at any time minimum liquid funds, as laid
down in an ordinance.

(9) Investment intermediaries shall issue only dematerialized shares with one voting right. If
the investment intermediary is a limited liability company, any partner shall have a number of
votes in the general meeting proportionate to his share in the capital.

(10) The investment intermediary shall remedy the indicated by the deputy chairman
deficiencies and other inconsistencies with the requirements of the Act, including with the
International Financial Reporting Standards, existing in capital adequacy and liquidity reports,
or any financial statements, registers and other accounting documents within an adequate time
frame as set out by the deputy chairman.

Art. 9. The annual financial statement of the investment intermediary shall be certified by a
registered auditor. The results of the audit conducted by the auditor of the annual financial
statement shall be reflected in a separate report according a model form, approved by the
deputy chairman, which is to be included in the annual report.

Art. 10. (1) An investment intermediary must form a Reserve Fund which shall contain at
least 10 per cent of the capital. Whenever the value in the Reserve Fund falls under that
minimum amount, the company must restore it within one year.

(2) Until replenishment of the Reserve Fund, the investment intermediary shall transfer
thereto at least one-fifth of its profit after taxation and before payment of dividends. The
company may also use other sources to replenish the fund, as provided in the Articles of
Association or in a resolution of the general meeting.

(3) An investment intermediary must form provisions to cover the risks relating to its
business, as laid down in an ordinance. The provisions shall form an element of the
accounting expenditure and shall be an adjustment of the value of the assets.

Art. 11. (1) An investment intermediary shall be managed jointly by at least two persons who
satisfy the requirements according para 2. They may authorize third persons for the
performance of separate actions.

(2) A person who is a member of the governing or control body of the investment
intermediary or manages its activity must:

1. have higher university education and professional experience, necessary to manage the
business of the investment intermediary in conformity with the services and activities stated
under Art. 5 para 2 and 3;

2. not have been sentenced for an intentional crime of general nature;

3.not have been member of a management or supervisory body, or unlimited liability partner
in a company, for which bankruptcy proceedings have been instituted or wound up due to
bankruptcy, where there are unsatisfied creditors;

4. not have been declared bankrupt or be involved in pending insolvency proceedings;

5. not be the spouse or a relative in the direct or collateral line up to the third degree inclusive,
or by affinity up to the third degree to another member of the company’s management or
supervisory body and not be in de facto conjugal cohabitation with such member;

6. not have been deprived of the right to occupy positions involving financial responsibilities;
7. not have been during the last one year before the act of the relevant competent authority, a
member of a management or supervisory body of a company, whose license to pursue
business subject to licensing regime to the Commission or the Bulgarian National Bank was
withdrawn, except in the cases where the license was withdrawn on the company’s request, as
well as if the act for withdrawal of the issued license was canceled under the due procedure;



8. not have been imposed administrative punishment during the last 3 years for committed
gross breach of this Act, the Law on Public Offering of Securities (LPOS), the Law on
Measures Against Market Abuse With Financial Instruments (LMAMAFI), the Special
Purpose Vehicles Act (SPVA) or their implementing instruments;

9. not have been imposed administrative punishments during the last 3 years for breaches of
this Act, the LPOS, LMAMAFI, SPVA or their implementing instruments, which are
qualified as systematic;

10. not have been dismissed from office in a management or supervisory body of a company
under this Act, LPOS, SPVA on the grounds of imposed coercive administrative measure,
save for the cases when the Commission’s act was canceled under the due procedure.

(3) A member of a management or supervisory body of an investment intermediary, as well as
a person, authorized to manage or represent it, must be a person of good repute and who does
not jeopardize the investment intermediary’s management, investor interests and does not
impede the investment supervision.

(4) The requirements of para 2-3 shall also apply for natural persons representing legal
persons who are members of the management and supervisory bodies of an investment
intermediary.

(5) The requirements under para 2-3 shall also apply to any other persons who may,
independently or jointly with another person, enter into transactions for the account of the
investment intermediary.

(6) The circumstances under para 2, item 3-10 shall be attested by a declaration.

(7) The persons under para 2 and 5 shall be subject of approval by the deputy chairman before
their entry in the commercial register, and the persons under para 4 — before their appointment
as representatives of the legal entities — members of the management and supervisory bodies
of the investment intermediary. The deputy chairman shall pronounce within a 15-day period
after the filing of the application with enclosed to it documents, attesting compliance with the
requirements, applicable to those persons. The deputy chairman shall deny to issue an
approval, if any of those persons fails to satisfy the requirements of this Act or through his/her
activities or influence on the decision making, may jeopardize the safety of the company or its
operations;

(9) Professional experience within the meaning of para 2 item 1 shall exist, if the person has
worked not less than:

1. one year in undertakings from the non-banking financial sector or banks, and the duties of
the person were connected with the main activities of these undertakings; or

2. three years in government institutions or other public entities, whose main functions
include management and control of government or international public financial assets or
management, control and investment of cash in funds formed by virtue of a statutory act.

(9) The Commission shall impose the coercive administrative measure under Art. 118 para 1
item 5 when a person under para 2-5 ceases to meet the requirements of para 2 or 3.

Art. 12. The requirements to be satisfied by natural persons who, under a contract directly
carry out transactions in financial instruments and provide investment consultations, as well
as the procedure for the acquisition and withdrawal of the right to pursue such business, shall
be laid down in an ordinance.



Division Il
Granting and Withdrawal of a License

Art. 13. (1) In order for one or more services and activities under Art. 5 para 2 and 3 to be
carried out by way of occupation by persons which are not banks, a license from the
Commission shall be required.

(2) To issue a license under para 1 an application according a model form shall be filed, to
which shall be attached:

1. the Articles or the Memorandum of Association;

2. particulars for the capital under Art. 8

3. a programme of the company’s operations, including data about the types of business
which the company envisages to carry out as well about its internal organization;

4. particulars for the persons under Art. 11;

5. the general conditions applicable to contracts with clients;

6. rules related to the personal transactions with financial instruments of the members of the
management and supervisory bodies of the investment intermediary, the investment
intermediary’s employees;

7. particulars for the persons who have direct or indirect qualifying participation in the
company — applicant, as well as for the number of the held by them votes; the persons shall
present written statements according a model form set by the deputy chairman about the
origin of the funds with which the payments against the subscribed shares have been made,
including also whether the funds are not loan and about the paid by them taxes during the last
five years;

8. particulars for other persons with whom the applicant is a related person;

9. other documents and information, as laid down in an ordinance.

(3) In the cases where an investment intermediary wishes to perform services and activities
under Art. 5 para 2 and 3, which are not covered by its license, then it must file an application
with the Commission for extension of the scope of the license, to which shall be attached the
documents under para 2, item 1, 2, 3 and 5, as well as other documents and information, laid
down in an ordinance.

(4) In cases where a market operator wishes to be licensed to organize a Multilateral Trading
Facility and the persons who manage the activity of the Multilateral Trading Facility are one
and same with the persons who manage the activity of the regulated market, it shall be
considered that these persons meet the requirements of Art. 11 para 2 and 3.

(5) The Commission shall issue a license to a market operator for the organization of a
Multilateral Trading Facility, if it satisfies the relevant requirements of this Chapter, save for
Art. 14 para 4 item 1 and Art. 16 para 1 item 7.

Art.14. (1) The Commission shall decide on the application within three months of its receipt,
and where additional information and documents have been requested — within one month of
their receipt.

(2) On the basis of the submitted documents the Commission shall find whether the
requirements for the issue of the requested license, or for extension of the scope of the issued
license have been met. If the presented data and documents are incomplete, incorrect, or non-
complied with the statutory requirements or some additional information is required or
evidence for their correctness, the Commission shall send a notice about the established
deficiencies and inconsistencies or about the required additional information and documents.
(3) In the cases of Art. 111 para 1 and 2, the Commission shall require the opinion of the
relevant competent authority, and the term under para 1 shall start running from the date of
receiving the required opinion. The Commission shall pronounce not later than 6 months after



the receiving of the application and the demanded under para 2 additional data and
documents.

(4) The period under para 1 and 3 shall be considered complied with if within the relevant
period the Commission notifies the applicant in writing that it will issue a license to pursue
the business of an investment intermediary, or will extend the scope of the issued license, if
within a 14-day period after the receipt of the notification, the applicant verifies that:

1. the entrance contribution to the Fund for Compensation of Investors in Securities was paid,;
2. the required capital under Art. 8 was fully paid.

Art. 15. (1) The Commission shall grant a license for the provision of investment services and
performance of investment activities by way of regular occupation, respectively for extension
of the scope of the issued license, only in case it decides that the applicant meets the
requirements of this Act or its implementing instruments.

(2) The Commission may not issue a license, or refuse extension of the scope of the issued
license, for a part of the applied for services and activities under Art. 5 para 2, for which it
shall decide that the applicant does not satisfy the requirements of this law or its
implementing instruments.

(3) The license under para 1 shall specify exhaustively the investment services and activities,
which the entity is entitled to perform. The license may include the right to perform one or
more services under Art. 5 para 3. The license cannot be granted only for the provision of the
services under Art. 5 para 3.

(4) The license under para 1 shall entitle to perform the indicated in it services and activities
under Art. 5 para 2 and 3 within the European Union and the European Economic Area by the
establishment of a branch or under the freedom to provide services, unless the Commission
has explicitly approved their performance in third countries.

(5) The Commission may issue a license to perform the services and activities under Art. 5
para 2 and 3 on the territory of the Republic of Bulgaria through a branch of a legal entity
from a third country, provided that:

1. the person has the right under his national legislation to perform such services and
activities, or

2. the authority, supervising the market of financial instruments in the state where the person
IS registered, exercises supervision over it on a consolidated basis.

(6) Where so envisaged in an international treaty to which the Republic of Bulgaria is a party,
the Commission may recognize the authorization for performance of services and activities
under Art. 5 para 2 and 3, issued by a legal entity from a third country.

(7) The person from a third country shall have the rights and obligations of an investment
intermediary for which the Republic of Bulgaria is a home Member State, unless envisaged
otherwise by law.

Art. 16. (1) The Commission shall refuse to issue a license, or the extension of the scope of
the issued license, if:

1. the capital of the applicant does not satisfy the requirements of Art. 8;

2. some of the members of the management or supervisory body of the company or the
persons under Art. 11 para 2, 4 and 5 does not satisfy the requirements of this Law, through
his activities or influence on the decision making, may jeopardize the safety of the company
or its operations;

3. a person who has directly or indirectly a qualifying holding in the applicant, through his
activities or influence on the decision making, may jeopardize the safety of the company or its
operations;

4. the general conditions under Art. 13 para 2 item 5 do not guarantee to a sufficient extent the
interests of investors;

5. the applicant has submitted false particulars or documents with incorrect content;



6. the persons who have directly or indirectly qualifying holding in the applicant company
have made contributions with loan funds;

7. the entry contribution in the Fund for Compensation of Investors in Securities is not paid;

8. due to relatedness between the applicant and other persons, substantial difficulties may
arise for the efficient exercising of supervision by the Commission;

9. the statutory acts applicable in a third country, regulating the operation of related to the
applicant person, or difficulties with their application shall create obstacles for the efficient
exercising of the supervisory functions of the Commission, or of the deputy chairman;

10. it is evident from the content of the programme of operations or from other documents of
the applicant, that the main part of the activities will be carried out on the territory of another
Member State, and the application to obtain a license from the Commission is with the
purpose of avoiding the more stringent requirements to the investment intermediaries in the
Member State on whose territory the applicant intends to pursue business.

11. the applicant fails to satisfy the other requirements laid down in the Act and its
implementing instruments.

(2) In the cases under para 1, item 1, 2, 4, 6 and 11 the Commission will refuse the issue of a
license only if the applicant has failed to eliminate the inconsistencies and to submit the
required documents within the term set by the Commission which may not be less than one
month.

(3) Beside in the cases under para 1, the Commission may refuse the issue of a license to an
investment intermediary from a third country to perform services and activities under Art. 5
para 2 and 3 on the territory of the Republic of Bulgaria through a branch, if it decides that the
exercised over such investment intermediary supervision on a consolidated basis by the
relevant competent authority in its home member-state does not satisfy the requirements, laid
down in this Act or its implementing instruments.

(4) The refusal of the Commission to issue a license shall be reasoned in writing.

Art. 17. In case of a refusal the applicant may file a new application to obtain license to
perform the services and activities under Art. 5 para 2 and 3 at least six months after the
refusal has come into effect.

Art. 18. (1) A person who does not possess an authorization to carry on services and activities
under Art. 5 para 2 and 3 in conformity with the requirements of this Act may not use in his
business name, advertising or any other activities words in Bulgarian or foreign language
denoting the carrying on of services and activities in relation to financial instruments.

(2) No license shall be issued to pursue the business of investment intermediary to an
applicant with a business name, which resembles the business name of existing in the country
investment intermediary.

Art. 19. The Entry Registry shall enter the company in the commercial register, or the right to
pursue the services and activities under Art. 5 para 2 and 3 in its subject of activities, after it is
provided with the issued by the Commission license.

Art. 20. (1) The Commission shall withdraw the license issued where the investment
intermediary:

1. fails to commence carrying on the authorized services and activities under Art. 5 para 2
within 12 months as from the issuing of the license or has explicitly renounced the license
issued;

2. has submitted false particulars which have served as a ground to issue the license or has
used other illegal means to obtain a license;

3. fails to satisfy the conditions under which the license has been issued,

4. and/or persons under Art. 11 have violated and/or have admitted the perpetration of
violation under Art. 35 para 1, under Art. 8-11 of the Law on Measures Against Market Abuse
with Financial Instruments or some other gross violation of this Act, the Law on Public



Offering of Securities, Law on Measures Against Market Abuse with Financial Instruments,
the Special Purpose Vehicles Act or their implementing instruments;

5. did not fulfill the imposed coercive measure under this Act or in the cases under Art. 77n
para 1 of the Law on Public Offering of Securities.

(2) The Commission may withdraw the license issued where:

1. the investment intermediary has not performed the authorized services and activities under
Art. 5 para 2 for more than 6 months;

2. the investment intermediary fails to satisfy the requirements to capital adequacy and
liquidity of this Act and its implementing instruments, and does not submit within a 5-day
period from occurrence of the inconsistency, a restructuring program for compliance with
these requirements, or the restructuring program is not approved by the Commission within
14 days from its submission, or it does not implement the restructuring program approved by
the Commission;

3. the investment intermediary is in lasting worsened financial situation and it cannot perform
its duties;

4. the investment intermediary and/or persons under Art. 11 have committed and/or have
allowed the commitment of systematic offences of this Act, the Law on Public Offering of
Securities, Law on Measures Against Market Abuse with Financial Instruments, the Special
Purpose Vehicles Act or their implementing instruments;

5. if from the activities carried out by the intermediary it is evident that the main part of the
business is pursued on the territory of another Member State, and a license has been obtained
from the Commission with the purpose of avoiding the more stringent requirements to the
investment intermediaries in the other Member State.

(3) The Commission shall inform the company in writing within 7 days after a decision is
made to withdraw the license.

(4) After the decision to withdraw the license comes into effect, the Commission shall
immediately file a demand with the respective district court in order to institute liquidation
proceedings for the company, and where the latter has other business activities as well — to
strike off the relevant part of its activities, or for the initiation of bankruptcy proceedings and
shall take the measures necessary to inform the public.

Art. 21. (1) The investment intermediary must, within 7 days after the decision of the general
meeting for its winding up, or for giving up activity, upon expiration of the term for which it
has been incorporated, as well as on the emergence of another reason for winding up that has
been provided for in the intermediary’s charter, ask the Commission to withdraw the license
issued.

(2) Together with the request under para 1 the investment intermediary shall present a plan for
settlement of its relations with clients. The plan shall include transfer of the clients’ financial
instruments, funds and other assets to an investment intermediary chosen by the clients, which
has given consent for that.

(3) Where the requirements under para 2, sentence two is not fulfilled, the plan must provide
for transferring the clients’ financial instruments, funds and other assets to a depository
institution, including through the opening of new accounts of the individual clients.

(4) The costs for carrying out the plan for settlement of relationships with clients shall be
covered by the investment intermediary.

(5) The Commission shall withdraw the license of the investment intermediary after it has
settled the relationships with its clients.

(6) The District Court shall initiate proceedings for the liquidation, respectively shall delete
from the company’s subject of activity the performance of the services and activities under
Art. 5 para 2 and 3 after the withdrawal of the license to pursue business as investment
intermediary and the receiving of the demand under Art. 20 para 4.
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Art. 22. (1) In cases other than that of Art.21 para 1, within three working days after coming
to the knowledge of the decision-taking for the license withdrawal, the investment
intermediary shall notify its clients about this decision and about the option to choose another
investment intermediary where they could transfer their financial instruments, funds and other
assets.

(2) Within five working days after the expiration of the term under para 1, the investment
intermediary shall transfer the client’s financial instruments, funds and other assets under the
terms of Art. 21 para 2, sentence two, para 3 and 4.

(3) When taking the decision for withdrawal of the license, the Commission may obligate the
investment intermediary to perform the activities under para 2 in a shorter term. The deputy
chairman may obligate the investment intermediary under the terms of Art. 118 — 121 to take
further specific measures to protect the interests of its clients.

(4) The investment intermediary shall notify of its activities under para 2 and para 3:

1. its clients — within three working days after performing them;

2. the Commission — within three working days after the expiration of the term under para 2
or the expiration of the term given by the decision under para 3.

Art. 23. The investment intermediary may not carry out the services and activities under Art.
5 para 2 and 3 after the license issued to it has been withdrawn, and after the court decision
for initiation of bankruptcy proceedings.

(2) The deputy chairman may order the conduction of inspections and may impose coercive
administrative measures under Art. 118 until the company’s deletion from the commercial
register, and where it has another type of activity — until the final settlement of the relations
with its clients.

(3) All documents and other information, related to the services and activities performed by
the investment intermediary under Art. 5 para 2, 3 and Art. 7 para 2 shall be kept for a period
of 5 years:

1. by the investment intermediary, when it is not deleted from the commercial register, the
term starting to run from the license withdrawal;

2. by another person about whom the Commission shall be notified, the term starting to run
from the investment intermediary’s deletion from the commercial register; the notification
shall be made by the intermediary whose license was withdrawn within a 14-day period after
the withdrawal of the license.

Division 11
Requirements to the Investment Intermediary’s Organization. Qualifying Holding

Art. 24. (1) The investment intermediary shall operate and maintain internal organization in
compliance with the pursued by it business, including qualified personnel, equipment and
software, which is to make:

1. adequate arrangements for the performance of the investment services and activities
continuously and regularly in consistence with the requirements of this Act and its
implementing instruments;

2. adequate arrangements for avoidance and finding of conflicts of interest, and where
such conflicts arise — for equitable treatment of clients, disclosure of information and
prevention of harm to the client’s interests;

3. adequate arrangements for observance of the existing rules for personal transactions in
the investment intermediary;

4. adequate arrangements for the safekeeping of the whole information about the
executed services and activities under Art. 5 para 2 and 3;
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5. adequate arrangements in cases where the intermediary holds client financial
instruments and cash, for compliance with the provisions of Art. 34;

6. adequate arrangements which provide for prompt and accurate execution of client
orders, as well as for execution of comparable client orders in the sequence of their
reception;

7. adequate arrangements which provide for the retention of the client’s interest in cases
of orders consolidation;

8. effective rules for risk assessment and management, for keeping the accounting
records;

9. effective rules for limitation of the risk in case of assigning important operational
functions or services under Art. 6 para 2 and 3 to a third person.

(2) The internal organization under para 1 shall be laid down in rules adopted by the
investment intermediary’s management body, whose minimal content shall be determined by
an ordinance. The rules under sentence one must ensure execution of identical client orders in
the sequence of their receiving.

(3) The investment intermediary shall have an internal control department, which operates
independently and exercises continuous supervision for compliance by the persons to whom
the investment intermediary’s management has been entrusted and by all other persons who
work under a contract for the investment intermediary, of this Act and its implementing
instruments. The structure, organization, powers and relations of the internal control
department with the other bodies and persons, working for the investment intermediary shall
be set forth by rules, adopted by the investment intermediary’s management body.

(4) In the case of a limit order given by a client in respect of shares admitted to trading on a
regulated market, which order is not immediately executed under the prevailing market
conditions, the investment intermediary shall, unless the client expressly instructs otherwise,
facilitate the earliest possible execution of that given order, by making it public in a manner
which is easily accessible to the other market participants as well.

(5) The obligation under para 4 shall be considered complied with by the intermediary with
the transmission of the client limit order to a regulated market or a multilateral trading facility
(MTF).

(6) It may be provided for in an ordinance that an investment intermediary may not comply
with the obligation under para 4 if the size of the order does not correspond to the normal
market size.

(7) The information about concluded transactions with financial instruments for a client’s
account, kept by the investment intermediary, must contain at least data about the client’s
identity and data about the actions taken for implementation of the Measures Against Money
Laundering Act and the Measures Against Terrorism Financing Act.

(8) The investment intermediary shall safeguard the information about the executed services
and activities under Art. 5 para 2 and 3 at least for 5 years.

Art. 25. (1) Transformation of an investment intermediary may be done only after a
preliminary approval by the Commission.

(2) For the issue of an approval under para 1, an application shall be filed with the
Commission, to which shall be attached documents and data as laid down in an ordinance.

(3) The Commission will issue or refuse to issue an approval under para 1 within one month
after receiving of the application, and where some additional information and documents have
been requested — after their receiving. Article 14, para 2 shall apply accordingly.

(4) The Commission shall refuse to issue an approval if the action under para 1 does not
satisfy the requirements of the law, the applicant has presented false particulars or documents
with incorrect content or the interests of the investment intermediary’s clients have not been
ensured.
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(5) The Registry Agency shall enter in the commercial register the changes in para 1, after it
is has been provided with the issued by the Commission approval.

(6) The investment intermediary shall notify the deputy chairman of any change in its general
conditions under Art. 13 para 2 item 5. To the notification shall be provided the full text of the
general conditions and the protocol of the management body for their acceptance. If the
adopted changes do not meet the requirements of this Act and its implementing instruments,
the deputy chairman shall be entitled to demand within a period of one month of the
submission of the general conditions, elimination of the established deficiencies, irregularities
and discrepancies.

Art. 26. (1) A person that proposes to acquire, directly or indirectly, a qualifying holding in
the investment intermediary shall first notify of it the deputy chairman.

(2) A person proposing to transfer possessed, directly or indirectly, qualifying holding in the
investment intermediary, shall first notify of it the deputy chairman.

(3) The requirement under para 1 and 2 shall be also applied in case of acquisition or transfer
of a holding which shall result in reaching or exceeding the thresholds of 20, 33 or 50 per cent
of the capital or of the votes in the investment intermediary’s general meeting or as a result of
which the investment intermediary would become a subsidiary of the person which shall
acquire such holding, or would cease to be a subsidiary of the person, that will transfer such
holding.

(4) The persons under para 1-3 shall send to the Commission a notification, indicating the
holding in the capital, or the votes in the general meeting which they intend to acquire or
transfer. To the notification under sentence one the persons shall attach also other information
and documents, as laid down in an ordinance.

(5) The deputy chairman within one month from the notification under para 4 or from the
provision of the additional documents, may issue a ban on the execution of the acquisition or
transfer under para 1-3, if he establishes that the requirements of the laws have not been
complied with, the applicant has submitted false data or documents with incorrect content, the
sound management and safety of the investment intermediary have been prejudiced or the
interests of the investment intermediary’s clients have not been otherwise ensured.

(6) In case that the person who wishes to acquire holding according para 1 or 3 is an
investment intermediary, credit institution, insurance company, management company that
have obtained a license in another Member State, a parent undertaking of such company, or a
person controlling such company, if as a result of the intended acquisition the investment
intermediary will become a subsidiary or is to be controlled by the person who will acquire
the votes in the general meeting, the deputy chairman within 7 days from the receiving of thee
notification under para 2 and 3, shall require the opinion of the relevant competent authority
of the other Member State, and the term under para 5 sentence one shall start running from the
receiving of the requested opinion.

(7) If the deputy chairman does not issue a ban within the period under para 5, respectively
within the period under para 6, he/she may set a term within which the acquisition or transfer
is to be executed.

(8) If within the term under para 5, respectively the term under para 6, the deputy chairman
does not issue a ban, the persons under para 1 — 3 may acquire or transfer the stated holding in
the investment intermediary.

(9) A person that has acquired a shareholding in spite of the ban under para 5, or without
having filed before the acquisition the notification under para 4, shall not be entitled to
exercise his voting right in the general meeting of the investment intermediary.

(10) In case that persons possessing a qualifying participation in the investment intermediary
may prejudice the sound management and safety of the investment intermediary, the deputy
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chairman may impose a temporary or final prohibition on the exercising of the voting right by
those persons in the investment intermediary’s general meeting.

Chapter Three
REQUIREMENTS TO THE INVESTMENT INTERMEDIARIES’ ACTIVITIES
Division |
Relations with Clients

Art. 27. (1) The investment intermediary shall carry out the services and activities under Art.
5 para 2 and 3 for client account on the basis of a written contract with the client.

(2) In the performance of the services and activities under Art. 5 para 2 and 3, the investment
intermediary shall act honestly, fairly and professionally, with due diligence and in
accordance with the best interests of its clients, and shall also inform them of the risks
associated with transactions with financial instruments.

(3) The investment intermediary shall inform its clients about the existing system for
compensation of investors in financial instruments, including about its scope and about the
guaranteed amount of the client’s assets, and on request shall provide data about the
conditions and procedure of compensation.

(4) The information which the investment intermediary provides to its clients, as well as to
potential clients, including in its advertising materials and the public statements of the
members of the intermediary’s management and supervisory bodies and of the persons,
working under a contract for it, must be understandable, correct and clear and not to be
misleading. The advertising materials of the investment intermediary must clearly be
indicated as such.

(5) The investment intermediary shall provide in an appropriate manner and in compliance
with para 4, the following information to its clients or to potential clients:

1. data about the investment intermediary and about the services offered by it,
including whether it pursues business or concludes transactions with financial instruments for
its account;

2. the financial instruments, subject of the provided by the intermediary investment
services and the proposed investment strategies;

3. warning about the risks associated with investments in the instruments under item 2
or in relation to specific investment strategies;

4. the venues for the transactions’ execution;

5. the types of expenses for the client and their amount;

6. other circumstances, as laid down in an ordinance.

(6) The information under para 5 shall be provided to the client in a way, allowing him to
understand the nature and risks of the investment service and the offered specific financial
instrument, ensuring the taking subsequently of informed investment decision. This
information may be provided in a standardized form.

(7) The investment intermediary must supply to its clients enough information on the
provided service, including on the expenses about the transactions and services, provided for
the client’s account, where applicable.

Art. 28. (1) In the performance of services under Art. 5 para 2 item 4 and 5, the investment
intermediary shall require from the client, respectively from the potential client, information
regarding his financial possibilities, investment objectives, knowledge, and experience
relevant to the services under Art. 5 para 2 item 4 and readiness to risk, as well as to update
this information. The investment intermediary shall not have the right to execute the services
under Art. 5 para2 item 4 and 5 for a client, who has not provided the information under
sentence one.
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(2) In the provision of the services under para 1 the investment intermediary shall be guided
by the received under para 1 information.

(3) Upon the provision of investment services, other than those indicated in para 1, the
investment intermediary shall ask the client, respectively the potential client, to provide
information regarding his knowledge and experience relevant to the provided services, as well
as to update this information.

(4) On the basis of the information under para 3 the investment intermediary shall assess
whether the offered investment service is appropriate for the client, respectively for the
potential client. The investment intermediary shall notify the client, respectively the potential
client in writing, in case that on the basis of the received under para 3 information it decides
that the offered investment service will not be appropriate for the client.

(5) In case that the client, respectively the potential client, fails to provide the information
under para 3, or the provided information is insufficient to make the estimate under para 4, the
investment intermediary shall inform the client in writing that it cannot estimate whether the
offered investment service is appropriate for it.

(6) An investment intermediary, providing investment services under Art. 5 para 2 item 1
and/or 2, may provide such services to a client, without the latter having supplied the
information under para 3, if:

1. subject of the services are shares, which have been admitted to trading on a regulated
market, or on an equivalent market of a third country, according a list of the European
Commission, bonds or other forms of securitized debt, with the exception of such bonds or
other debt securities that underlie a derivative instrument, money market instruments, units of
collective investment schemes and other non-complex financial instruments;

2. the service is provided at the initiative of the client or of a potential client;

3. the client or the potential client has been informed in writing that the investment
intermediary will not comply with the obligations under para 4;

4. the investment intermediary complies with the requirements for treatment of conflict of
interests.

(7) The requirements under para 1-6 shall not apply when the investment service is offered as
part of a financial product, which is regulated by acquis communautaire or by common
European standards in relation to credit institutions or consumer credits with regard to risk
assessment of clients and/or requirements to information providing.

Art. 29. (1) When performing the services and activities under Art. 5 para 2 and 3, the
investment intermediary shall take all necessary steps to identify potential conflicts of
interests between:

1. the investment intermediary, including the persons under Art. 11 para 2 and 5, all
other persons who work under a contract for it, and the linked to it by control persons,
on one side, and its clients, on the other side;

2. itsindividual clients;

(2) In case that in spite of the applying of the rules under Art. 24 para 2, a risk to client
interests continues to exist, the investment intermediary may not carry out activities for client
account, if it has not informed the client about the general nature and/or sources of the
potential conflicts of interest.

Art. 30. (1) The investment intermediary shall execute client orders in the best interest of the
client. The investment intermediary shall have fulfilled this duty of its, if it has made
reasonable efforts to establish the best for the client price according the conditions of the
order, amount of costs, likeliness of performance, as well as all other circumstances
concerning the order fulfillment. In case of specific instructions on the client’s side, the
investment intermediary must fulfill the order following these instructions.
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(2) An investment intermediary shall accept, update and inform its clients about the policy for
client orders execution, ensuring fulfillment of the obligations under para 1, as well as about
any substantial changes in this policy.

(3) The policy under para 2 includes information of the venues for the client orders execution
(type of financial instrument), the advantages and shortcomings of any execution venue
(according the volume, price and execution costs) and venues where the intermediary may
achieve best execution. The execution policy shall include at least the venues of execution
which allow the investment intermediary to obtain continuously the best possible results for
the execution of its clients’ orders.

(4) An investment intermediary may not execute orders for client account unless they have
given their preliminary consent for the followed by the intermediary policy.

(5) An investment intermediary must perform the client orders in conformity with the adopted
execution policy and to inform in due time the client about any changes in such policy.

(6) Where the policy for order execution envisages a possibility client orders to be also
executed outside of a regulated market or MTF, the orders may be executed in such way only
provided the clients of the intermediary have been preliminarily informed and have given an
express assent for that.

(7) On client’s request, the investment intermediary shall prove that it has fulfilled the orders
in compliance with the declared policy under para 2.

(8) The investment intermediary shall monitor the effectiveness of the policy for order
execution, and in the cases where possible, shall remove the established by it irregularities.
The investment intermediary shall conduct regular inspections whether the included in the
execution policy venues ensure the best execution of the clients’ orders, as well as whether
any changes in this relation are needed.

Art. 31. (1) An investment intermediary carrying out investment services under Art. 5 para 2
item 1, 2 and 3 may enter into transactions with eligible counterparties, without it having to
comply with the requirements under Art. 27 para 4 and 7, Art. 28, 30 and Art. 33 para 2 with
respect to the specific transactions or the relevant ancillary service directly related to these
transactions.

(2) Any entity specified as an eligible counterparty under this Act, may expressly request not
to be considered such in whole, or for a concrete transaction.

Art. 32. (1) An investment intermediary carrying out investment services under Art. 5 para 2
item 2, or ancillary services for the account of a third person, according an order by another
intermediary, shall be entitled to receive the information about the third person gathered by
such intermediary.

(2) The investment intermediary by whose order the services under para 1 are performed,
shall bear responsibility for the completeness and correctness of the provided information.

(3) An investment intermediary performing investment services under Art. 5 para 2 shall be
entitled to receive and to refer to the recommendations, provided to a third party by the other
intermediary in respect to the service.

(4) The investment intermediary on whose orders the services under para 3 are performed
shall bear responsibility for the correctness of the recommendations provided to the client.

(5) The investment intermediary under para 1 and 3 shall be responsible for the execution of
the order under which a transaction has been entered into on the basis of the received
information and recommendations under para 1 and 3.

(6) An investment intermediary may not transfer the performance of investment and ancillary
services for client account to another intermediary, as well as the performance of material
operational functions to a third person, if thus the realization of an efficient internal control, or
the possibility of the Commission to exercise its supervisory functions will be frustrated.
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(7) The cases where the investment intermediary may transfer material operational functions
and the performance of investment services for client account to another intermediary shall be
laid down in an ordinance.

Art. 33. (1) An investment intermediary shall enter in a special register in the sequence of
their receiving all orders of its clients.

(2) An investment intermediary must execute immediately, fairly and accurately the received
client orders, including to observe the sequence of receiving of identical orders.

(3) The register under para 1 shall be kept on paper and magnetic media.

(4) With regard to every transaction shall be written down the name or business name of the
parties to it, time of entering into, as well as other data as laid down in an ordinance.

(5) The investment intermediary shall register in the relevant register, in the sequence of their
entering, the transactions with financial instruments not later than at the end of the working
day.

(6) An investment intermediary shall maintain records of all transactions, services and
activities carried out by it, which are to allow the Commission and the deputy chairman in the
exercising of their supervisory functions under this Act and its implementing instruments, to
establish that the investment intermediary fulfills the envisaged in the Act and its
implementing instruments obligations in relation to the clients and the potential clients.

Art. 34. (1) An investment intermediary shall segregate its financial instruments and cash
from those of its clients. The investment intermediary shall not be liable to its creditors with
the financial instruments and cash of its clients, as well as with securities which are
underlying in respect to depository receipts.

(2) An investment intermediary may not keep with itself the cash of its clients.

(3) An investment intermediary shall deposit the cash of its clients in:

1. a central bank;

2. a credit institution;

3. bank, licensed in a third country;

4. collective investment scheme that has been authorized to pursue activity according Council
Directive 85/611/EEC or undertaking for collective investment, which is subject to control by
the competent supervisory authority in a Member State, provided it meets the following
conditions:

a) its major investment objective is to maintain certain average net asset value (net profit) or
net asset value equal to the capital attracted from investors plus profit;

b) it invests the raised pecuniary funds exclusively in money market instruments with highest
possible credit rating, awarded by a credit rating agency, whose maturity or residual term till
maturity is not more than 397 days, or in instruments with fixed yield, close to that of the
preceding instruments, or in instruments whose average residual term till maturity is 60 days;
it may additionally invest pecuniary funds in bank deposits;

¢) ensures liquidity on the same day or settlement on the next day.

(4) An investment intermediary may deposit the pecuniary funds of its clients in the entities
under para 3, with which it is a related person, only if the clients have given written assent for
that.

(5) The investment intermediary shall safeguard the financial instruments of its clients in a
depository institution on client accounts under the investment intermediary’s account or on
accounts opened under the account of a third parson on conditions and according a procedure
as laid down in an ordinance.

(6) An investment intermediary shall regularly inform its clients about the balances and
operations on the cash accounts and about financial instruments which it keeps and about the
conditions of the contracts for their safeguarding.
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(7) Except for the cases laid down in an ordinance, the investment intermediary shall not have
the right to use:

1. for its account the cash and financial instruments of its clients;

2. for the account of its client the cash or financial instruments of other clients;

3. for account of a client its own cash or financial instruments.

(8) The safekeeping and registration of government securities, issued on the internal market
shall be carried out under the conditions and procedure, provided for in the National Debt Act
and its implementing instruments. .

Art. 35. (1) In the performance of its activities the investment intermediary shall keep the
trade secret of its clients as well as their trade prestige.

(2) The members of the management and supervisory bodies of the investment intermediary,
the persons working under a contract for an investment intermediary may not divulge, unless
authorized for it, and use for the benefit of themselves or of other persons, facts and
circumstances, 