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PART ONE
GENERAL PROVISIONS

Chapter One
GENERAL PROVISIONS

Subject Matter

Article 1. This Act shall regulate:

1. the licensing and operations of investment firms and regulated markets in financial
instruments;

2. the provision of investment services or activities by companies from third countries
through the establishment of a branch;

3. the licensing and operations of data reporting services providers;

4. the requirements to the persons managing and controlling the persons covered under
items 1 and 3, as well as to the persons with qualifying holdings in the persons under item 1,

5. the state supervision to ensure compliance with this Act.

Purpose

Article 2. The purpose of this Act shall be:

1. to ensure protection of investors in financial instruments, inter alia by creating conditions
to supply them with full and more appropriate information regarding the market in financial
instruments;

2. to create conditions for the development of a transparent, open and efficient market in
financial instruments;

3. to uphold the stability and the public confidence in the market in financial instruments.

Regulation and supervision

Article 3. (1) Regulation and supervision of the activities of the persons under Article 1
shall be carried out by the Financial Supervision Commission (“the Commission™) and by the
Deputy Chairperson of the Commission heading the Investment Supervision Division (“the
Deputy Chairperson™).

(2) The Financial Supervision Commission shall exercise the powers of the competent
authority under Article 6, paragraph 4, Article 7, paragraphs 1 — 3, Article 8, paragraphs 1, 2 and
4, Article 9, Article 11, paragraphs 3 and 5, Article 14, paragraph 3, Article 15, Article 18,
paragraphs 2, 3, 5 and 6, Article 19, paragraph 2, Article 20, Article 21, Article 24, paragraph 2,
Article 26, paragraphs 2 and 3, Article 27, paragraph 1, Article 31, Article 36, paragraph 1, letter
"g", Article 41, paragraph 1, letter "b", Article 49, paragraphs 1 and 3, Article 52, paragraph 1,
letter "j", Article 56, letter "b", Article 66, letter "b", Article 73, Article 76, Article 77, Article 79,
Avrticle 80, Article 83, paragraph 1, paragraph 2, Article 84, paragraph 5, Article 89, paragraph 3,



Article 93, paragraph 6, Article 94, paragraph 3, Article 95, paragraph 2, paragraph 3, Article 97,
paragraphs 2 and 3, Article 99, paragraphs 6 and 7, Article 100, first sentence, Article 101,
paragraphs 1 — 3, Article 107, paragraph 4, Article 113, paragraphs 6 and 7, Article 124,
paragraph 2, Articles 143 — 151, Article 152, paragraph 2, Article 154, paragraph 4, Article 157,
Article 161, paragraphs 2 and 3, Article 162, paragraph 2, letters "h™ and "i", Article 163,
paragraph 3, Article 164, paragraph 2, Article 166, paragraph 8, letter "d", Article 170, paragraph
4, letter "c", Article 175, paragraph 5, Article 178, paragraph 2, letter "d", Article 179, Article
180, paragraphs 1 and 2, Article 181, paragraph 2, letter "c", Article 182, paragraph 2, Article
183, paragraph 1, letter "c", Article 199, paragraph 6, Article 201, paragraph 2, Article 221,
Article 225, Article 243, paragraph 6, Article 244, paragraph 6, Article 259, letters "b", "c", "d",
paragraph 3, paragraph 5, letter "b", Article 262, paragraphs 2 and 3, Article 263, paragraph 2,
Article 264, paragraph 4, Article 282, paragraph 6, Article 283, paragraphs 1 — 3, 5, and Article
284, paragraphs 9 and 11, Article285, paragraph 1, letter "c" and paragraph 3, Article 286,
paragraph 3, Article 289, paragraphs 2 and 5, Article 292, paragraphs 3 and 5, Article 293,
paragraph 2, Article 294, paragraphs 2 and 3, Article 295, letter "c", Articles 311 — 314, Article
315, paragraph 3, Article 317 paragraph 4, paragraph 2, Article 323, paragraph 1, Article 325,
paragraph 2, Article 327, Article 331, paragraph 1, Article 336, paragraph 4, letter "a", third
indent, Article 337, paragraph 2, paragraphs 2 and 3, Article 354, paragraph 6, Article 363,
Acrticle 365, paragraph 2, Article 366, paragraphs 4 and 5, Article 367, paragraph 1, letter "b",
Avrticle 373, sub-paragraph 2, Article 376, paragraph 5, Article 377, paragraphs 1, 4 and 5, Article
380, Article 383, paragraph 4, letter "b", Article 383, paragraph 4, paragraph 1 and paragraph 5,
letter "c", Article 385, Article 395, paragraph 1, paragraph 3, Article 396, paragraph 1, Article
400, paragraphs 2 and 3, Article 412, paragraph 5, Article 414, Article 415, paragraphs 5 and 6,
Avrticle 420, paragraph 2, sub-paragraph 3, Article 422, paragraph 4, sub-paragraph 2, paragraphs
8 and 9, Article 425, paragraphs 4 and 5, Article 430, paragraph 1, paragraph 3, Article 458,
paragraph 1 and paragraph 2, letter "e", Article 465, paragraph 2, Article 471, paragraph 1,
Article 478, paragraph 3, Article 486, paragraph 6, Article 493, paragraph 3, letter "i" and Acrticle
495, paragraph 1, paragraphs 1 and 5 of Regulation (EU) No. 575/2013 of the European
Parliament and of the Council of 26 June 2013 on prudential requirements for credit institutions
and investment firms, and amending Regulation (EU) No. 648/2012 (OJ, L 176/1 of 27 June
2013), hereinafter referred to as "Regulation (EU) No. 575/2013", in respect of investment firms
or entities subject to supervision in accordance with Chapter Twenty Two.

(3) The Deputy Chairperson shall exercise the powers of the competent authority under
Article 99, paragraph 1, Article 105, paragraph 5, Article 129, paragraph 7, Article 178,
paragraph 1, letter "b" and paragraph 2, letter "d", Article 194, paragraphs 1, 8 and 9, Article 213,
paragraph 2, Article 215, paragraph 2, letter "b", Article 223, Article 227, Article 237, Article
243, paragraphs 2 and 4, Article 244, paragraphs 2 and 4, Article 246, Article 248, Article 256,
paragraph 7, Article 296, paragraph 1, paragraph 2, sub-paragraph 1, letter "b" and sub-paragraph
2, Article 298, paragraph 4, Article 322, paragraph 3, letter "b" and paragraph 6, letters "c" and
"d", Article 329, paragraph 1, Article 344, paragraph 3, Article 345, paragraph 2, Article 352,
paragraph 1, sub-paragraph 2 and paragraph 2, Article 356, paragraph 2, Article 358, paragraph
3, Article 361, Article 382, paragraph 2, Article 386, paragraph 1, Article 394, paragraphs 1 and
2, Article 395, paragraph 5, sub-paragraph 2, Article 398, sub-paragraph 2, Article 399,
paragraph 4, Article 401, paragraph 2, sub-paragraphs 1 and 2, Article 406, paragraph 1, Article
407, Article 415, paragraphs 1 — 4, Article 416, paragraph 6, Article 417, letter "b", Article 418,
paragraph 4, Article 420, paragraph 2, sub-paragraph 2, Article 423, paragraph 2, Article 427,
paragraph 1, Article 428, paragraph 1, Article 430, paragraph 1, sub-paragraphs 1 and 2, Article



438, letter "b", Article 450, paragraph 1, letter "j" of Regulation (EU) No. 575/2013, in respect of
investment firms.

(4) The Financial Supervision Commission shall exercise the powers of the competent
authority under Articles 4, 5, 7, 9, 11, Article 14, paragraph 6, Articles 21, 24, 26, 35, 36,
paragraph 4, Article 39, paragraph 3 (excluding structured deposits), Article 42 (excluding
structured deposits) of Regulation (EU) No. 600/2014 of the European Parliament and of the
Council of 15 May 2014 on markets in financial instruments and amending Regulation (EU) No.
648/2012 (OJ, L 173/84 of 12 June 2014), hereinafter referred to as "Regulation (EU) No.
600/2014", and the Commission shall take appropriate decisions on a proposal of the Deputy
Chairperson.

(5) The Deputy Chairperson shall exercise the powers of the competent authority under
Avrticle 16 of Regulation (EU) No. 600/2014.

(6) (Supplemented, SG No. 24/2018, effective 16.02.2018) The notifications under Article
15, paragraph 1, Article 18, paragraph 4, Article 26, paragraph 7, Article 27, paragraph 1, Article
35, paragraphs 2 and 3 of Regulation (EU) No. 600/2014 shall be made to the Commission.

Financial instruments

Avrticle 4. The subject of this Act shall be the following financial instruments:

1. transferable securities;

2. money market instruments;

3. units in collective investment undertakings;

4. options, futures, swaps, forward interest-rate agreements and any other derivative
contracts relating to securities, currencies (with the exception of those identified in accordance
with Article 10 of the Delegated Regulation (EU) 2017/565 of 25 April 2016 supplementing
Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of
that Directive (Delegated Regulation (EU) 2017/565) (OJ, L 87/1 of 31 March 2017), with
interest rates or yield, with emission allowances or other derivative instruments, financial indices
or financial indicators that may be physically settled or cash settlement may be effected;

5. options, futures, swaps, forward contracts, and any other derivative contracts relating to
commodities for which cash settlement shall be made or cash settlement may be made at the
request of one of the parties, except for in the cases of non-compliance or other grounds for
termination of the contract;

6. options, futures, swaps, and any other derivative contract relating to commaodities that
may be physically settled when traded on a regulated market, multilateral trading facility (MTF)
or an organised trading facility (OTF), except for wholesale energy products traded on OTF
which must be physically settled, as determined in accordance with Article 5 of Delegated
Regulation (EU) No. 2017/565;

7. options, futures, swaps, forward contracts, and any other derivative contracts relating to
commodities that may be physically settled, other than those referred to in item 6, which are not
intended for commercial purposes and have the characteristics of other derivative financial
instruments under Article 7, paragraphs 1, 2 and 4 of Delegated Regulation (EU) No. 2017/565;

8. derivative instruments for the transfer of credit risk;

9. financial contracts for differences;

10. options, futures, swaps, forward interest-rate agreements and any other derivative
contracts related to climate changes, freight rates or inflation rates or other official economic
statistic indicators, for which cash settlement must be effected or for which cash settlement may
be effected at the request of one of the parties (excluding the cases of non-compliance or other



grounds for termination of the contract), and any other derivative contracts relating to assets,
rights, obligations, indices and indicators, other than those referred to in this article, which have
the characteristics of other derivative financial instruments, depending on whether they are traded
on a regulated market, an MTF or OTF, and determined in accordance with Article 7, paragraph 3
and Article 8 of Delegated Regulation (EU) No. 2017/565;

11. emission allowances, consisting of any units recognised as conforming to the
requirements of Directive 2003/87/EC of the European Parliament and of the Council of 13
October 2003 establishing a scheme for greenhouse gas emission allowance trading within the
Community and amending Directive 96/61/EC (emission trading scheme) (Directive
2003/87/EC).

Exceptions

Article 5. (1) This Act shall not apply to the following persons, unless otherwise provided
for herein:

1. insurers and reinsurers within the meaning of the Insurance Code and Directive
2009/138/EC of the European Parliament and of the Council of 25 November 2009 on the
taking-up and pursuit of the business of Insurance and Reinsurance (Solvency Il) (OJ, L 335/1 of
17 December 2009), hereinafter referred to as "Directive 2009/138/EC" when pursuing the
business under the Insurance Code and Directive 2009/138/EC,;

2. persons providing investment services solely to their parent undertakings, their
subsidiaries or other subsidiaries of their parent undertakings;

3. persons providing an investment service incidentally within the meaning of Article 4 of
Delegated Regulation (EU) 2017/565 in the course of pursuing their professional activity and
such professional activity is regulated by legal or regulatory provisions or by a code of ethics
which do not prohibit the provision of such service;

4. the persons that deal on own account in financial instruments, other than commodity
derivatives or emission allowances or their derivatives, and do not provide any other investment
services or carry out any other financial investment activities in financial instruments which are
not commodity derivatives or emission allowances or their derivatives, and this exception shall
not apply where the said persons:

a) are market makers;

b) are members of or participants in a regulated market or MTF or have direct electronic
access to a place of trade with the exception of non-financial entities which carry out transactions
in the place of trade, which are objectively measurable as decreasing the risks associated directly
with the trading activity of such non-financial entities or their groups;

c) apply high-frequency method of algorithmic trading, or

d) deal on their own account when executing clients orders;

5. the operators obliged to comply with the requirements of Directive 2003/87/EC, which
when trading with emission allowances do not fulfil orders of clients and do not provide
investment services or do not perform investment activities other than dealing on own account,
provided that such persons do not apply high-frequency method for algorithmic trading;

6. persons providing investment services involving only administration of
employee-participation schemes;

7. persons providing investment services involving only administration of
employee-participation schemes and provision of investment services solely for their parent
undertakings, their subsidiaries or other subsidiaries of their parent undertakings;

8. members of the European System of Central Banks (ESCB) or other national bodies
performing similar functions in the Union, other public bodies charged with or intervening in the



management of public debt in the EU, as well as the international financial institutions
established by two or more Member States designed to raise funds and provide financial
assistance to their members when experiencing or are at risk of serious financial problems;

9. collective investment undertakings and pension funds, whether or not coordinated at
European Union level, and depositaries and managers of such undertakings;

10. persons dealing on their own account, including market makers, in commodity
derivatives or emission allowances or their derivatives, with the exception of the persons dealing
on their account when executing client orders; or persons providing investment services other
than dealing on their own account in commodity derivatives or emission allowances or their
derivatives to clients or suppliers in the scope of their main business, provided that:

a) in each of these cases, individually and in aggregate, when this appears to be an ancillary
activity in accordance with the criteria laid down by Commission Delegated Regulation (EU)
2017/592 of 1 December 2016 supplementing Directive 2014/65/EU of the European Parliament
and of the Council with regard to regulatory technical standards for the criteria to establish when
an activity is considered to be ancillary to the main business, hereinafter referred to as "Delegated
Regulation (EU) 2017/592" (OJ, L 87/492 of 31 March 2017), to their main business, when
considered on a group level, and provided that their main business is not the provision of
investment services within the meaning of this Act and Directive 2014/65/EU of the European
Parliament and of the Council of 15 May 2014 on markets in financial instruments and amending
Directive 2002/92/EC and Directive 2011/61/EU (OJ, L 173/349 of 12 June 2014), hereinafter
referred to as "Directive 2014/65/EU", or an activity under Article 2 of the Credit Institutions Act
or banking activity under Directive 2013/36/EU of the European Parliament and of the Council of
26 June 2013 on access to the activity of credit institutions and the prudential supervision of
credit institutions and investment firms, amending Directive 2002/87/EC and repealing Directives
2006/48/EC and 2006/49/EC (OB, L 176/338 of 27 June 2013), hereinafter referred to as
"Directive 2013/36/EU", or functioning as a market maker in relation of commodity derivatives;

b) such persons do not apply high-frequency method of algorithmic trading, and

c) such persons notify annually the Commission under paragraphs 7 — 9 that they shall
exercise the exemption;

11. persons providing investment advice in the course of the performance of another
professional activity not covered by this Act, provided that they do not receive separate
remuneration for the provision of such advice;

12. the transmission system operators as defined in Article 2, item 4 of Directive
2009/72/EC of the European Parliament and of the Council of 13 July 2009 concerning common
rules for the internal market in electricity and repealing Directive 2003/54/EC (OJ, L 211/55 of
14 August 2009), hereinafter referred to as "the directive 2009/72/EC" or item 4 of Article 2 of
Directive 2009/73/EC of the European Parliament and of the Council of July 2009 concerning
common rules for the internal market in natural gas and repealing Directive 2003/55/EC (OJ, L
211/94 of 14 August 2009), hereinafter referred to as "Directive 2009/73/EC" when performing
their duties as laid down in those directives or in Regulation (EC) No. 714/2009 of the European
Parliament and of the Council of 13 July 2009 on conditions for access to the network for
cross-border exchanges in electricity and repealing Regulation (EC) No. 1228/2003 (OJ, L
211/15 of 14 August 2009), hereinafter referred to as "Regulation (EC) No. 714/2009", pursuant
to Regulation (EC) No. 715/2009 of the European Parliament and of the Council of 13 July 2009
on the conditions for access to the natural gas transmission networks and repealing Regulation
(EC) No. 1775/2005 (OJ, L 211/36 of 14 August 2009), hereinafter referred to as "Regulation
(EC) No. 715/2009", or according to codes or guidelines adopted pursuant to those regulations,



persons acting as service providers on their behalf for the performance of their tasks in
accordance with these legislative acts or codes or guidelines adopted pursuant to those
regulations, as well as operators or administrators of a mechanism for energy balancing, pipeline
network or system for maintenance of the balance of supplies and energy consumption when
performing such tasks — in the cases where the said persons for the purposes of the business
pursued thereby carry out investment activities or provide investment services relating to
commodity derivatives;

13. central securities depositories within the meaning of Regulation (EU) No. 909/2014 of
the European Parliament and of the Council of 23 July 2014 on improving securities settlement in
the European Union and on central securities depositories and amending Directives 98/26/EC and
2014/65/EU and Regulation (EU) No. 236/2012 (OJ, L 257/1 of 28 August 2014), hereinafter
referred to as "Regulation (EU) No. 909/2014", except in the cases referred to in paragraph 3.

(2) The exemption under paragraph 1, item 12 shall not apply to the operation of a
secondary market, including a platform for secondary trading in financial transmission rights.

(3) In the cases where a central securities depository under paragraph 1, item 13 provides
one or more investment services or performs one or more investment activities under Article 6 in
addition to the activities referred to in Section A and Section B of the Annex to Regulation (EU)
No. 909/2014, the requirements of Regulation (EU) No. 600/2014 and of this Act shall apply,
with the exception of Chapter Two and Chapter Three.

(4) The rights conferred hereunder shall not cover the provision of services as a
counterparty to transactions with government bodies managing the public debt or by ESCB
members in carrying out their tasks as provided for in the Treaty on the Functioning of the
European Union (TFEU) and in Protocol No 4 concerning the Statute of the ESCB and the
European Central Bank, or in carrying out equivalent functions under national provisions.

(5) The persons referred to in paragraph 1, items 1, 9 and 10 shall qualify for exemption
under paragraph 1, without the need to meet the conditions of paragraph 1, item 4.

(6) The provisions of Articles 102 — 108 shall also apply to the persons referred to in
paragraph 1, items 1, 5, 9 and 10, where they are members of or participants in a regulated
market or MTF.

(7) The persons referred to in paragraph 1, item 10 shall notify the Commission that they
will benefit from the exemption under paragraph 1, item 10 on occurrence of grounds therefor
and not later than 1 November of the preceding calendar year.

(8) Within two months of submission of the notification referred to in paragraph 7, the
Deputy Chairperson shall have the right to require from the persons referred to in paragraph 1,
item 10 additional information containing justification of the reasons for which they consider that
the activity under paragraph 1, item 10 is ancillary to their main business. If necessary, the
Deputy Chairperson shall send a message and set a time limit for the submission of additional
information, which may not be less than one month.

(9) The Financial Supervision Commission, on a proposal by the Deputy Chairperson, shall
consider whether a ground for the application of the exemption under paragraph 1, item 10 exists
in respect of the person, applying the criteria under Delegated Regulation (EU) No. 2017/592,
and shall notify the person in writing of its decision within two months of receipt of the
notification under paragraph 7 or of receipt of the additional information, or of expiry of the
period under paragraph 8, second sentence, as the case may be.

(10) The provisions of Articles 192 — 204 shall also apply to the persons referred to in
paragraph 1.



PART TWO
MARKET PARTICIPANTS

TITLE ONE
INVESTMENT FIRMS

Chapter Two
CONDITIONS FOR CONDUCT OF BUSINESS

Section |
General provisions

Investment services and activities

Article 6. (1) An investment firm shall be a person which provides one or more
investment services and/or performs one or more investment activities as a regular occupation or
business activity.

(2) Investment services and activities shall be:

1. accepting and forwarding instructions in relation to one or more financial instrument;

2. execution of orders on behalf of clients;

3. dealing in financial instruments on own account;

4. portfolio management;

5. investment advices;

6. underwriting of issues of financial instruments and/or offering financial instruments on
the basis of an unconditional and irrevocable commitment to subscribe/acquire the financial
instruments on own account;

7. offering financial instruments for initial sale without an unconditional and irrevocable
commitment to acquire the financial instruments on own account (placement of financial
instruments);

8. operation of MTF;

9. operation of OTF.

(3) The investment firm may also provide the following additional services:

1. keeping and administration of financial instruments for the account of clients, including
custodian activity and related services such as cash management and collateral management, with
the exception of the centralised keeping of securities accounts under Section A, item 2 of the
annex to Regulation (EU) No. 909/2014;

2. granting loans to investors to effect transactions in one or more financial instruments,
provided that the person granting the loan is involved in the transaction;

3. advice to undertakings on their capital structure, industry strategy and related matters, as
well as advice and services relating to mergers and acquisitions of enterprises;

4. provision of foreign exchange services, insofar as they are connected with the investment
services provided;

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



6. services relating to underwriting of issues of financial instruments;

7. investment services and activities under paragraph 2 and items 1 — 6 in connection with
the underlying instruments of derivative financial instruments under Article 4, items 5, 6, 7 and
10, when relating to the provision of investment and additional services.

Investment firms

Article 7. (1) Investment services may be provided and investment activities may be
performed as a regular occupation or business solely by a joint-stock company or a limited
liability company which has its seat and registered office on the territory of the Republic of
Bulgaria, has obtained licence for conduct of business in an investment-firm capacity under the
terms and according to the procedure established herein, unless otherwise provided for by a law
or regulation.

(2) Any investment firm shall issue solely dematerialised shares entitling their holder to a
single vote. Should the investment firm be a limited liability company, the voting power of each
partner shall be proportionate to the participating interest held thereby in the capital.

(3) Provision of investment services and performance of investment activities as a regular
occupation or business may also be carried out by investment firms based in other countries,
under the terms and procedure of Articles 45, 46 and 49.

Banks acting as investment firms

Article 8. The provision of one or more investment services and the performance of one or
more investment activities as a regular occupation or business may also be carried out by a bank,
which has obtained licence for the provision of such services and the performance of such
activities from the Bulgarian National Bank.

Restrictions related to the subject of activity

Article 9. (1) Investment firms, with the exception of banks acting as investment firms,
may not effect any other commercial transactions as a regular occupation or business, with the
exception of the cases set out by law.

(2) Investment firms entitled to perform investment activities pursuant to Article 6,
paragraph 2, item 3, may offer directly on their own account, and investment firms entitled to
perform investment services pursuant to Article 6, paragraph 2, item 2 may offer on account of
clients in two-day spot auctions under the terms and following the procedure of Commission
Regulation (EU) No. 1031/2010 of 12 November 2010 on the timing, administration and other
aspects of auctioning of greenhouse gas emission allowances pursuant to Directive 2003/87/EC
of the European Parliament and of the Council establishing a scheme for greenhouse gas
emission allowances trading within the Community (OJ L 302/1 of 18 November 2010),
hereinafter referred to as "Regulation (EU) No. 1031/2010", upon authorisation from the
Commission issued under Article 24.

(3) Investment firms that have obtained authorisation under Article 24 shall perform the
activities referred to in paragraph 2 in compliance with the requirements of Regulation (EU) No.
1031/2010.

(4) Investment firms which provide investment services and perform investment activities
under Article 6, paragraph 2, items 3 and 6 may furthermore effect foreign exchange transactions
if they have obtained a licence under the terms and according to the procedure established by
effective legislation.

(5) Investment firms under Article 10, paragraph 1 shall have the right to operate as trustees
of bondholders under the Public Offering of Securities Act.

Section |11



Requirements to the capital of an investment firm

Initial Capital

Article 10. (1) Investment firms, except for those under paragraphs 2, 3, 5 and 6, shall
have initial capital of no less than BGN 1,500,000. Investment firms whose licence covers pursuit
of the activity under Article 6, paragraph 2, items 8 and 9, shall have initial capital of no less than
BGN 1,500, 000.

(2) An investment firm which does not perform any of the activities referred to in Article 6,
paragraph 2, items 3, 6, 8 and 9 but holds money or financial instruments of clients and which
offers one or more of the services under Article 6, paragraph 2, items 1, 2 or 4, shall have initial
capital of no less than BGN 250,000.

(3) An investment firm whose licence does not cover the holding of money or financial
instruments of clients and which does not provide the investment services and the activities under
Article 6, paragraph 2, items 3, 6, 8 and 9 shall have initial capital of no less than BGN 100,000.

(4) For the purposes of paragraphs 2 and 3, maintaining positions in financial instruments
outside the trading book for the purpose of investing own funds shall not be deemed activity
under Article 6, paragraph 2, item 3.

(5) An investment firm which is not licensed to provide ancillary services under Article 6,
paragraph 3, item 1 and which provides only one or more of the investment services under Article
6, paragraph 2, items 1, 2, 4 and/or 5 and which is not authorised to hold money or financial
instruments of clients and for which no obligations to clients may arise for that reason, shall meet
one of the following requirements:

1. shall have initial capital of no less than BGN 100,000;

2. shall have Professional Liability insurance valid across the European Union or another
commensurate guarantee which covers the damages that may occur as a result of guilty default on
its obligations relating to its activity as investment firm; the minimum insurance amount of the
insurance shall amount to the lev equivalent of EUR 1,000,000 for each insurance claim and the
lev equivalent of EUR 1,500,000, for all insurance claims per year;

3. a combination of the requirements under items 1 and 2 shall be in place so as to ensure a
coverage level equivalent to that under items 1 or 2.

(6) Investment firms willing to perform activities under Article 9, paragraph 2 on behalf of
clients shall have initial capital of no less than BGN 1,000,000.

(7) Local companies within the meaning of Article 4, paragraph 1, item 4 of Regulation
(EU) No. 575/2013, which for the activity pursued thereby want to be licensed under this Act and
benefit from the rights under Article 20, paragraph 2 must have an initial capital of no less than
BGN 100,000.

(8) The initial capital of investment firms, except for those referred to in paragraphs 5 and
7, shall be comprised of one or more elements listed in Article 26, paragraph 1, letters "a" — "e"
of Regulation (EU) No. 575/2013.

Capital adequacy and liquidity

Article 11. (1) An investment firm shall have its own funds, which shall be adequate to
the inherent risks assumed thereby, to be determined in accordance with the requirements of this
Act, Regulation (EU) No. 575/2013 and the statutory instruments for their application.

(2) The investment firm licensed to provide investment services under Article 6, paragraph
2, items 3 and 6 shall meet the liquidity requirements hereunder, Regulation (EU) No. 575/2013
and the statutory instruments for their application.



(3) With the authorisation of the Commission at the proposal of the Deputy Chairperson:

1. an investment firm not performing any of the investment services and activities under
Article 6, paragraph 2, items 3 and 6 and executing orders of clients involving financial
instruments, may hold financial instruments on its own account;

2. an investment firm may set a different ratio of fixed to variable components of
remunerations from that referred to in Article 65, paragraph 3;

(4) By a decision of the Commission, on a proposal by the Deputy Chairperson, investment
firms may be exempt from one or more of their obligations for maintenance of capital buffers.

(5) The terms and procedure for the granting of authorisation under paragraph 3 and of
decision under paragraph 4, and the terms and procedure for the granting of the permissions and
approvals under Regulation (EU) No. 575/2013 shall be laid down in an ordinance.

(6) An investment firm which is authorised to pursue business under Article 9, paragraph 2
on account of clients, shall maintain at any time after the granting of the authorisation own funds
at least equal to the amount referred to in Article 10, paragraph 6.

(7) Other requirements to investment firms related to their capital, capital adequacy and
liquidity, types of liquidity buffers to be maintained, the terms and procedures for their formation
and update, and for waiver from the obligation for maintaining capital buffers, the terms and
procedures for their waiver from the liquidity requirements, for reporting and disclosure of
information by investment firms and supervision over compliance with such requirements are
laid down in an ordinance and Regulation (EU) No. 575/2013. The ordinance may also define the
financial instruments that investment firms may hold for own account in the cases of performing
investment services under Article 6, paragraph 2, item 2.

Section 111
Management of the investment firm

Management. Representative Authority
Article 12. An investment firm shall be managed and represented jointly by at least two

persons meeting the requirements covered under Articles 13 and 14. The said persons may not
delegate the overall management and representation of the investment firm to one of them, but
may authorise third parties to perform specific acts.

Requirements for good reputation, professional qualifications and experience

Article 13. (1) The members of the management and supervisory bodies of the investment

firm shall be persons with good reputation, with the required knowledge and skills, with various
qualifications and professional experience corresponding to the specifics of the activities
performed by the investment firm and the major risks to which it is or may be exposed. They
shall comply with the requirements of this Article, as well as of Article 14.

(2) Any person who is a member of the management or supervisory body of any investment
firm or manages its business shall have higher education.

(3) Any of the persons referred to in paragraph 1 shall meet the following minimum
requirements for professional experience:

1. three years in non-banking financial sector or in banks, provided that his responsibilities
were connected with the main business of such companies, or

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

3. three years in a regulatory body of the banking and/or non-banking financial sector, or



4. five years on a position with management functions in the financial management of an
undertaking from the non-financial sector, during which period the managed assets exceed BGN
1,500,000, or

5. a total of two years at an entity under items 1, 2 and 3, and three years at an entity under
paragraph 4, or

6. a total of one year at an entity under items 1, 2 and 3, and four years at an entity under
item 4, or

7. a total of three years at an entity under items 1, 2 and 3, and two years at an entity under
item 4.

(4) A person who is a member of a management or supervisory body of an investment firm
or manages its business shall meet the following conditions:

1. has no conviction for a premeditated offence at public law;

2. not have been a member of a management or supervisory body or a general partner of
unlimited liability in a company undergoing bankruptcy proceedings or a company dissolved by
bankruptcy if unsatisfied creditors have remained;

3. has not been declared in bankruptcy or is not undergoing bankruptcy proceedings;

4. has not been deprived of the right to hold office of material liability or to carry out
professional activity;

5. in the last two years preceding the act of the relevant competent body has held no
previous membership of a management or supervisory body in a company whose licence has
been withdrawn for conduct of activity subject to licensing by the Commission or by the
Bulgarian National Bank or by a relevant body of another country, except in the cases where the
licence has been withdrawn at the request of the company, as well as where the act of withdrawal
of the licence granted has been duly repealed;

6. no effective administrative penalties have been imposed on him in the last preceding five
years for gross or repeated violation of this Act, the Public Offering of Securities Act, the Special
Purpose Investment Companies Act, the Collective Investment Schemes and Other Undertakings
for Collective Investments Act, the repealed Measures against Market Abuse with Financial
Instruments Act, the Measures against Market Abuse with Financial Instruments Act, the Credit
Institutions Act, the Insurance Code, the Social Insurance Code, Regulation (EU) No. 596/2014
of the European Parliament and of the Council of 16 April 2014 on market abuse (Market Abuse
Regulation) and repealing Directive 2003/6/EC of the European Parliament and of the Council
and Commission Directives 2003/124/EC, 2003/125/EC and 2004/72/EC (OJ, L 173/1 of 12 June
2014) (Regulation (EU) No. 596/2014), Regulation (EU) No. 575/2013, Regulation (EU) No.
600/2014 or the statutory instruments for their application, or of the relevant legislation of
another country;

7. not has been dismissed from a management or supervisory body of a company under this
Act, the Public Offering of Securities Act, the Collective Investment Schemes and Other
Undertakings for Collective Investments Act, the Credit Institutions Act, the Insurance Code, the
Social Insurance Code, the Special Purpose Investment Companies Act or the relevant legislation
of another country on the basis of the enforcement administrative measure imposed, except where
the act has been duly repealed.

(5) A person who is a member of a management or supervisory body of the investment firm
or manages its business may not be a spouse or relative of direct or collateral descent up to the
third degree inclusive, or by marriage up to the third degree to any member of a management or
control body of the company, or be in actual spousal cohabitation with such a member.

(6) The requirements under paragraphs 1 — 5 shall furthermore apply to natural persons



who represent legal entities — members of the management and supervisory bodies of the
investment firm.

(7) The requirements under paragraphs 1 — 5 shall furthermore apply to any other persons
who are authorised to conclude transactions independently or jointly with another person on the
account of the investment firm.

Restrictions on participation in the management of other persons

Article 14. (1) Members of the management and supervisory bodies of the investment
firm may also be persons who participate in the management of other legal entities, provided this
shall not prevent the effective performance of their duties in the management of the investment
firm, depending on the nature, scale and complexity of his activity and subject to compliance
with the conditions and restrictions under paragraphs 2 — 5.

(2) A member of the management or supervisory body of a major investment firm may
hold at the same time not more than one of the following combinations of positions:

1. one position of executive member or procurator, or governor and two positions of a
member of the management body without executive functions and/or of supervisory body, or

2. four position of a member of a management body without executive functions and/or
supervisory body.

(3) Within the meaning of paragraph 2 one position shall be assumed to mean:

1. director positions with executive or non-executive functions within the same group
within the meaning of § 1, item 13 of the additional provisions of the Supplementary Supervision
of Financial Conglomerates Act;

2. director positions with executive or non-executive functions within:

a) institutions which are members of the same institutional protection mechanism, if the
conditions provided for in Article 113, paragraph 7 of Regulation (EU) No. 575/2013 are met, or

b) companies (including non-financial entities), in which an investment firm holds a
qualifying holding.

(4) For the purposes of paragraphs 1 — 3, membership in management and supervisory
bodies of non-profit legal persons shall not be taken into account.

(5) A member of a management or supervisory body of a major investment firm may hold
up to one additional non-executive position in addition to the permitted ones under paragraphs 1
— 4, provided that this does not hinder the effective and prudent management of the investment
firm and subject to the Commission’s permission.

(6) For issuing the authorisation referred to in paragraph 5 an application shall be submitted
to the Commission with the attached details and documents thereto, certifying compliance with
the requirements set. The Financial Supervision Commission, at the proposal of the Deputy
Chairperson, shall act on the application under the procedure of Article 15, paragraphs 3 — 5.

(7) The authorisation under paragraph 5 may also be given in the proceedings for the
licence granting or extending the existing licence.

(8) The Financial Supervision Commission shall inform the European Securities and
Markets Authority (ESMA) of the permissions granted under paragraph 5.

Approval of the members of management and supervisory bodies

Article 15. (1) The members of the management and the supervisory bodies of the
investment firm, as well as the persons managing its operations shall be subject to approval by
the Commission before their entry into the commercial register, and the natural persons who
represent legal entities which are members of the management or supervisory body of an
investment firm shall be subject to approval by the Commission before their determination as
representatives of the legal entities which are members of the management or supervisory body



of the investment firm.

(2) For the purposes of issuing the approval under paragraph 1, the investment firm shall
submit an application to the Commission with the attached details and documents thereto,
certifying compliance with the requirements laid down for such persons, in accordance with
Delegated Regulation (EU) 2017/1943 of 14 July 2016 supplementing Directive 2014/65/EU of
the European Parliament and of the Council with regard to regulatory technical standards on
information and requirements for the authorisation of investment firms (OJ, L 276/4 of 26
October 2017), hereinafter referred to as "Delegated Regulation (EU) No. 2017/1943",
Commission Implementing Regulation (EU) 2017/1945 of 19 June 2017 laying down
implementing technical standards with regard to notifications by and to applicant and authorised
investment firms according to Directive 2014/65/EU of the European Parliament and of the
Council (0J, L 276/22, 26 October 2017), hereinafter referred to as "Implementing Regulation
(EU) 2017/1945", and an ordinance.

(3) If the details and documents submitted are incomplete or additional information or
evidence is necessary, the Deputy Chairperson shall send a communication to the investment firm
and shall set a time limit for removal of the deficiencies and non-conformities established or for
provision of additional information and documents, which shall not be shorter than one month.

(4) When the communication under paragraph 3 is not received at the correspondence
address specified by the applicant, the time limit for their submission shall be effective from
posting the communication at a specially designated place in the Commission’s building or from
its publication on the website of the Commission. These circumstances shall be certified by
means of a statement drawn up by officials assigned by order of the Chairperson of the
Commission.

(5) The Financial Supervision Commission, at the proposal of the Deputy Chairperson,
shall deliver its decision within 15 days of the filing of the application, and when additional
information and documents were requested, within 15 days of their receipt or of the expiry of the
time limit referred to in paragraph 3 respectively.

(6) For the purposes of delivery of a decision under paragraph 5, the Deputy Chairperson
shall also make enquiries in the databases of administrative sanctions, maintained by the
European Banking Authority (EBA) and by ESMA.

(7) The Commission shall refuse to grant approval if any of the persons under paragraph 1
does not meet the requirements of this Act or if with his/her/its activities or influence on
decision-making he/she/it may jeopardise the security of the investment firm or its operations, or
jeopardise the interests of his/her/its clients or the integrity of the market.

Qualifying holding in an investment firm

Article 16. A person having a qualified holding in an investment firm shall have good
reputation, professional experience and financial stability corresponding to the amount of its
qualified holding and subject to compliance with the other requirements set forth in this Act.

Section IV
Granting an authorisation to an investment firm

Requirement for authorisation. Documents for granting an authorisation
Article 17. (1) For the performance of services and activities under Article 6, paragraphs 2
and 3 as a regular occupation or business by persons other than banks an authorisation shall be
granted by the Commission.
(2) For the granting of the authorisation under paragraph 1 an application shall be



submitted to the Commission, attaching details and documents as set out in Delegated Regulation
(EU) No. 2017/1943, Implementing Regulation (EU) 2017/1945 and an ordinance.

(3) Where an investment firm wishes to perform services and activities under Article 6,
paragraphs 2 and 3 which are not covered by its authorisation, the investment firm shall submit
an application to the Commission for extension of the scope of its authorisation, attaching the
documents under paragraph 2.

(4) No less than 25 per cent of the capital under Article 10, paragraphs 1 — 7 shall be paid
in upon filing the application for obtaining an authorisation and the remaining amount shall be
paid in within 14 days from receipt of a written notification under Article 18, paragraph 10.

Ruling on the application form

Article 18. (1) The Deputy Chairperson shall deliver a decision on the completeness of
the application within 15 working days of receipt thereof.

(2) Where the application and the attached details and documents thereto are complete,
within the time limit referred to in paragraph 1 the Deputy Chairperson shall send the applicant a
written confirmation that the application filed thereby is complete.

(3) Where not all necessary details and documents are attached to the application, within
the time limit referred to in paragraph 1, the Deputy Chairperson shall notify the applicant in
writing that the application filed thereby is incomplete, shall indicate the details and documents to
be produced and the time limit for their submission, and this period may not be shorter than 20
working days and longer than 30 working days and may not be extended further.

(4) Where, within the time limit fixed by the Deputy Chairperson under paragraph 3, the
applicant provides all additionally required details and/or documents, the Deputy Chairperson
shall send the applicant a written confirmation that the application filed thereby is complete,
within 10 working days of the submission of the details and documents referred to in paragraph 3.

(5) Where, within the time limit fixed by the Deputy Chairperson under paragraph 3, the
applicant does not submit any additionally required details and/or documents, the application
proceedings shall be terminated by a decision of the Commission at the proposal of the Deputy
Chairperson.

(6) The Financial Supervision Commission, at the proposal of the Deputy Chairperson,
shall examine and rule on the merits within 6 months of submission of the complete application.
If the details and documents submitted are incomplete, incorrect, non-compliant with statutory
requirements or additional information or evidence of their authenticity is required, the
Commission shall send a communication to the applicant of the deficiencies and
non-conformities established or the additional information and documents required within three
months of confirmation of the completeness of the application under paragraph 2 or paragraph 4
respectively. The applicant shall submit to the Commission the additional details, information
and documents within a period fixed by the Commission, which may not be less than one month
and longer than two months, and this period may not be extended further.

(7) The Financial Supervision Commission shall take a decision to grant the authorisation
for the pursuit of business as an investment firm or for extension of the scope of the licence
respectively, only if it determines that the applicant meets the requirements of this Act, the acts
for its application and requirements applicable to the activities of investment firms under EU law.

(8) In the cases under Article 262, paragraphs 1 and 2, the Commission shall request the
opinion of the relevant competent authority. In this case, the Commission shall take a decision
after receiving the opinion of the competent authority, but not later than 6 months from the
submission of the complete application.

(9) The Financial Supervision Commission shall take a decision on the application by



deciding on whether to grant an authorisation for the pursuit of business as an investment firm
within:

1. three months from the confirmation of the completeness of the application provided for
in paragraph 2 or under paragraph 4 in the event that no additional details, information and
documents under paragraph 6 have been requested;

2. one month of the submission of additional data, information and documents under
paragraph 6 or from the expiry of the time limit for their submission.

(10) If the Commission has decided to grant an authorisation, it shall notify in writing the
applicant that for the granting of the authorisation or for the extension of the scope thereof, within
14 days of receipt of the notification, the applicant shall certify to the Commission that:

1. the entry contribution has been paid to the Investor Compensation Fund,;

2. the capital required under Article 10 herein has been fully paid in.

(11) Article 7 of the Act Restricting Administrative Regulation and Administrative Control
over Economic Activity shall not apply in the cases referred to in Paragraph 6.

Granting of the authorisation. Notification

Article 19. (1) The Financial Supervision Commission, at the proposal of the Deputy
Chairperson, shall grant the authorisation or extend the scope of the authorisation and shall
inform the applicant thereof within 14 days of receipt of the documents certifying the conformity
with the requirements under Article 18, paragraph 10.

(2) An investment firm shall at all times comply with the conditions under which the
authorisation under paragraph 1 was granted.

(3) The investment firm shall immediately inform the Commission of material changes in
the conditions under which the authorisation under paragraph 1 was granted.

Scope of the authorisation

Article 20. (1) The authorisation under Article 19 shall specify in detail the investment
services and investment activities which the investment firm is authorized to perform. The
authorisation may include the right to perform one or more of the additional services under
Article 6, paragraph 3. No authorisation may be granted only for the provision of additional
services under Article 6, paragraph 3.

(2) The authorisation under Article 19 gives the right to perform the services and activities
under Article 6, paragraphs 2 and 3 within the European Union through the establishment of a
branch or under the freedom to provide services.

Notification of the European Securities and Markets Authority

Article 21. The Financial Supervision Commission shall notify the ESMA of the
authorisation granted to an investment firm.

Grounds for refusal

Article 22. (1) The Financial Supervision Commission may refuse to grant authorisation
or to extend the scope of the granted authorisation where:

1. the capital of the applicant does not meet the requirements under Articles 10 and 11,

2. any of the persons under Article 12 and Article 13, paragraphs 1 and 6 has not a
sufficiently good reputation, does not possess sufficient knowledge, skills and experience or
cannot allocate enough time for the performance of his/her duties in the investment firm, does not
meet other requirements of the law or if it can be reasonably assumed that the person will
endanger the effective, sound and prudent management of the investment firm, the interests of its
clients or the integrity of the market;

3. a person holding, directly or indirectly, a qualifying holding in the applicant company
does not have a sufficiently good reputation, professional experience or financial standing



corresponding to his/her qualifying holding, or with his/her activities or influence on
decision-making could harm the security of the investment firm or of its operations;

4. the applicant has submitted false data or documents with untrue or misleading content;

5. the entry contribution to the Investor Compensation Fund has not been paid in;

6. close links exist between the applicant and other persons which might cause serious
difficulties in the exercise of effective supervision of the investment firm;

7. the laws, regulations or administrative provisions of a third country governing the
activity of a person closely linked with the applicant, or difficulties involved in their
enforcement, prevent the effective exercise of the supervisory functions of the Commission or its
Deputy Chairperson, as the case may be;

8. the programme for the operations or other documents of the applicant reveal that the
main part of the activity will be performed on the territory of another Member State and the
application for granting authorisation by the Commission aims to evade the stricter requirements
for investment firms in said Member State on whose territory the applicant intends to conduct
business;

9. the content of the programme for the operations is unclear and/or contradicts the contents
of other documents in the proceedings, in view of which the business model to be applied by the
investment firm cannot be identified;

10. in its opinion, the amount of the property owned by the persons who/which have
subscribed 10 and over 10 per cent of the capital, and/or their operations in their scale and
financial results do not correspond to the requested shareholding in the applicant and raise doubts
about the reliability and capability of these persons to provide capital support to the applicant;

11. the origin of the funds used by the persons who/which have subscribed 10 and over 10
per cent of the capital is not clear or is not legal;

12. the beneficial owners of a shareholder with a qualifying holding cannot be identified;

13. appropriate premises and/or the required technical equipment for the pursuit of the
business have not been procured;

14. the applicant does not comply with the requirements of the Act, the instruments for its
implementation, and with other legislation or regulations applicable to the activities of investment
firms;

15. the general terms and conditions or rules of internal organisation do not provide
sufficiently the interests of the investors.

(2) In the cases under paragraph 1, items 1, 9, 14 and 15, the Commission may refuse to
grant an authorisation only if the applicant has not removed the irregularities or has not submitted
the required documents within the time limit set.

(3) A refusal by the Commission to issue an authorisation shall be justified in writing.

Subsequent filing of an application

Article 23. In the cases of refusal the applicant may submit a new application for granting
of authorisation for performance of the services and activities under Article 6, paragraphs 2 and 3
no earlier than six months after the entry into effect of the decision on the refusal.

Authorisation to carry out activities under Regulation (EU) No. 1031/2010

Article 24. (1) Where an investment firm wishes to perform the activities referred to in
Article 9, paragraph 2, it shall file an application to the Commission and shall attach to it the
documents referred to in Article 17, paragraph 2, as well as other documents set out in an
ordinance.

(2) Based on the documents submitted, the Deputy Chairperson shall determine whether the
requirements for granting the authorisation have been satisfied. If the data and documents



submitted are incomplete, incorrect, non-compliant or additional information or evidence of their
authenticity is necessary, the Commission shall send a communication thereof and shall set a time
limit for removal of the deficiencies and non-conformities established or for provision of
additional information and documents, which shall not be shorter than one month and shall not
exceed two months.

(3) If the communication under paragraph 3 is not accepted at the correspondence address
specified by the applicant, the time limit for their submission shall be effective from posting the
communication at a special place in the premises of the Commission or from its publication on
the website of the Commission. The latter circumstances shall be ascertained by a protocol drawn
up by officials appointed by an order of the Deputy Chairperson.

(4) The Financial Supervision Commission, at the proposal of the Deputy Chairperson,
shall issue a decision on the application within one month from receipt thereof, and where
additional details and documents have been demanded, within one months from receipt thereof or
expiry of the term under paragraph 3, second sentence, respectively.

(5) The applicant shall be notified in writing of the decision taken within 7 days.

(6) The application under paragraph 1 may be made together with the application referred
to in Article 17, paragraph 2 or 3; in such a case the Commission shall issue separate decisions on
each of the applications within the time limits under Articles 18 and 19.

(7) The Financial Supervision Commission shall refuse to grant authorisation under Article
9, paragraph 2 in the cases under Article 22, paragraph 1, items 1, 4, 8 and 14, or if the applicant
does not comply with the relevant requirements of Regulation (EU) No. 1031/2010. Article 22,
paragraphs 2 and 3 herein shall apply mutatis mutandis.

Restrictions on use of the name "investment firm"

Article 25. (1) A person which does not hold an authorisation for performance of the
services and activities under Article 6, paragraphs 2 and 3 herein may not include in the business
name thereof or use in advertising or for any other purpose words in Bulgarian or in another
language denoting performance of activities as investment firm.

(2) No authorisation for the pursuit of the business of investment firm shall be granted to an
applicant whose name is similar to the name of an existing investment firm in Bulgaria.

(3) On finding violations of the paragraph 1, the Deputy Chairperson may apply the
measure under Article 276, paragraph 1, item 1 and/or the Commission, at the proposal of the
Deputy Chairperson, may apply a measure under Article 276, paragraph 1, item 3.

Entry into the commercial register

Article 26. (1) A person authorised to perform services and activities under Article 6,
paragraphs 2 and 3, shall submit an application for entry in the Commercial Register at the
Registry Agency within 7 days of receipt of the authorisation.

(2) The Registry Agency shall enter in the commercial register the company or the right to
perform the services and activities under Article 6, paragraphs 2 and 3 in its subject of activity, as
the case may be, after it is presented with the authorisation granted by the Commission.

Section V
Revocation of a licence or authorisation of an investment
firm

Grounds for revocation of an authorisation of an investment firm
Article 27. (1) The Financial Supervision Commission, at the proposal of the Deputy



Chairperson, may revoke the authorisation granted, where the investment firm:

1. does not commence performing the authorised services and activities under Article 6,
paragraph 2 within 12 months from the granting of the authorisation;

2. expressly waives the authorisation granted;

3. has not performed any of the authorised services and activities under Article 6, paragraph
2 more than six months;

4. has provided false details which served as a ground for granting the authorisation or has
used any other irregular means therefor;

5. no longer meets the conditions under which the authorisation was granted;

6. the financial condition of the person is sustainably impaired and it cannot perform its
obligations;

7. ceases to meet the requirements for capital adequacy or liquidity set out herein, in
Regulation (EU) No. 575/2013 and the instruments for the implementation thereof;

8. and/or persons under Article 12 or 13 have committed and/or have caused commitment
of infringement of Article 32, paragraphs 1 and 2 of the Financial Supervision Commission Act
or under Articles 14 and 15 of Regulation (EU) No. 596/2014;

9. and/or persons under Article 12 or 13 have committed and/or have caused the
commitment of gross or systematic violations of this Act, the Public Offering of Securities Act,
the Measures Against Market Abuse with Financial Instruments Act, the Special Purpose
Investment Companies Act, the Collective Investment Schemes and Other Undertakings for
Collective Investments Act, Regulation (EU) No. 596/2014, Regulation (EU) No. 600/2014,
Regulation (EU) No. 575/2013, Regulation (EU) 2015/2365 of the European Parliament and of
the Council of 25 November 2015 on transparency of securities financing transactions and of
reuse and amending Regulation (EU) No. 648/2012 (OJ, L 337/1 of 23 December 2015),
hereinafter referred to as "Regulation (EU) 2015/2365" and the statutory instruments for its
application;

10. has not fulfilled an enforcement measure applied under this Act or in the cases under
Article 77n, paragraph 1 of the Public Offering of Securities Act, the Implementation of the
Measures against Market Abuse with Financial Instruments Act and the Recovery and Resolution
of Credit Institutions and Investment Firms Act.

(2) the Financial Supervision Commission may also revoke the authorisation granted
where:

1. the reorganisation measures undertaken under Articles 136 and 137 have yielded no
result;

2. for more than three months, the number of members of the management or supervisory
body of the investment firm is smaller than the minimum number prescribed in the Commerce
Act and/or on failure to comply with the requirement of Article 12;

3. the activity performed by the investment firm reveals that the greater part of the activity
is performed in another Member State, and an authorisation has been obtained from the
Commission in order to avoid more stringent requirements for investment firms in the other
Member State;

4. has taken a decision under Article 776, paragraph 1, item 3 of the Public Offering of
Securities Act.

Actions relating to the withdrawal of the authorisation the request of the investment firm

Article 28. (1) The investment firm shall, within 7 days from the decision of the general
meeting on its dissolution or discontinuation of activity, upon expiry of the term for which it was
established, as well as upon occurrence of other grounds for dissolution prescribed in its articles



of association or memorandum of association, request from the Commission to withdraw the
authorisation granted.

(2) Together with the request under paragraph 1 the investment firm shall enclose a plan for
settling its relations with clients. The plan shall include transfer of client financial instruments,
money and other assets to an investment firm designated by the client, upon its consent.

(3) Where the condition under paragraph 2, sentence two is not in place, the plan shall
provide for transfer of client financial instruments, money and other assets to a depositary
institution, including by opening new accounts of individual clients.

(4) The costs for implementation of the plan for settlement of relations with clients shall be
at the expense of the investment firm, including the costs for maintenance of clients’ accounts. In
cases where the client has not received the notification under Article 29, paragraph 1, the costs
for a period of 5 years shall be borne by the investment firm.

(5) In the cases under Article 28, paragraph 1, the Commission shall withdraw the
authorisation of the investment firm upon submission by the latter of evidence that it has settled
its relations with the clients and following the submission of a certificate issued by the Investor
Compensation Fund of the absence of liabilities of the investment firm to the Fund.

Transfer of client assets

Article 29. (1) Outside the case under Article 28, paragraph 1, within seven working days
from becoming aware of the decision on withdrawal of the authorisation, the investment firm
shall notify its clients of the decision and of the possibility to designate another investment firm
to which their financial instruments, money and other assets may be transferred.

(2) Within five working days from the expiry of the period referred to in paragraph 1 the
investment firm shall transfer the client’s financial instruments, cash and other assets to the
investment firm designated by the client and which has given its consent, or to a depository
institution. Article 28, paragraphs 3 and 4 herein shall apply accordingly.

(3) On taking the decision on withdrawal of the authorisation the Commission may oblige
the investment firm to perform the actions under paragraph 2 within a shorter period of time. The
Financial Supervision Commission and the Deputy Chairperson accordingly may oblige the
investment firm under the terms of Articles 276 — 279 to also take other specific measures to
protect the interests of its clients.

(4) The investment firm shall notify of its actions under paragraphs 2 and 3:

1. its clients, within five working days from performance thereof;

2. the Commission, within three working days from expiry of the time limit under
paragraph 2 or from expiry of the time limit set by the decision under paragraph 3.

Notification of the decision on the withdrawal of authorisation

Article 30. (1) The Financial Supervision Commission shall notify in writing the company
within 7 days from taking the decision on withdrawal of the authorisation.

(2) Upon entry into force of the decision on withdrawal of the authorisation, the
Commission shall file immediately a request to the Registry Agency for institution of liquidation
proceedings against the company and where it has also another subject of activity, for deletion of
the relevant part of its activity, or to the competent court for institution of bankruptcy
proceedings.

(3) the Financial Supervision Commission shall notify ESMA and the competent authority
of each Members State in which the respective investment firm operates of the decision for the
withdrawal of the authorisation.

(4) An extract from the decision of the Commission on the withdrawal of the authorisation
of an investment firm shall be published in the Official Journal of the European Union.



(5) The decision under Article 28, paragraph 1 of the investment firm shall not be an
obstacle for undertaking reorganisation measures under Articles 136 and 137 or for opening
liquidation proceedings.

(6) An investment firm, whose authorisation was revoked on the grounds of Article 27,
paragraph 1, item 2, may carry out other business, in the event that the general meeting of the
company has taken a decision to change the subject matter of its activity.

Withdrawal of authorisation

Article 31. (1) The Financial Supervision Commission, at the proposal of the Deputy
Chairperson, may revoke the authorisation under Article 9, paragraph 2, where the investment
firm:

1. does not commence performing the services and activities in accordance with the granted
authorisation under Article 9, paragraph 2 within 12 months from its granting;

2. expressly waives the authorisation granted;

3. does not perform any activity under the authorisation for more than 6 months;

4. provided inaccurate information which served as grounds for issuing the authorisation;

5. no longer meets the conditions under which authorisation was granted or the
requirements for performing the activity in accordance with the authorisation and for a period of
three months does not achieve compliance with these requirements;

6. seriously and systematically infringes and/or allows another to infringe seriously or
systematically the requirements for performing the activity in accordance with the authorisation.

(2) The Financial Supervision Commission shall notify in writing the company within 7
days from taking the decision on withdrawal of the authorisation.

Prohibition for conduct of business

Article 32. (1) An investment firm my not carry out the services and activities under
Article 6, paragraphs 2 and 3 after the withdrawal of the licence issued thereto. The investment
firm my not carry out the services and activities under Article 9, paragraph 2 after the withdrawal
of the licence therefor.

(2) Until deletion of the company from the commercial register or, should the said
company have other subject of activity, until final settlement of relations with the clients of the
said company, inspections may be carried out under Article 19 of the Financial Supervision
Commission Act and forcible administrative measures may be imposed under Article 276.

(3) All documents and any other information regarding the services provided and activities
performed by the investment firm under Article 6, paragraphs 2 and 3 and Article 9, paragraph 2
herein, shall be kept for a period of five years:

1. by the investment firm where it is not deleted from the commercial register and the term
shall be effective from the withdrawal of the authorisation;

2. by another person of which the Commission shall be notified and the term shall be
effective from the deletion of the investment firm from the commercial register; the notification
shall be made by the investment firm whose authorisation is withdrawn, within 14 days from
withdrawal of the authorisation.

Chapter Three
TIED AGENTS

Tied agents
Article 33. (1) A tied agent is an individual or a company, who/which for the purposes of
promoting the sales of the services of an investment firm shall provide and perform against



consideration on his/her/its behalf and under his/her/its full and unconditional responsibility one
or more of the following investment services and activities:

1. inviting clients for conclusion of transactions;

2. reception and transmission of orders from clients;

3. offering of financial instruments;

4. provision of investment advice to clients or potential clients in respect of transactions in
financial instruments and providing advice in respect of the services offered by the investment
firm.

(2) The tied agent shall provide investment advice under paragraph 1, item 4 only through a
person who holds a certificate of investment adviser.

Agreement

Article 34. (1) The relationship between the investment firm and the tied agent shall be
governed by a written contract. The contract shall define the services under Article 33, paragraph
1 to be provided by the tied agent on behalf of the investment firm.

(2) The tied agent may act on behalf of only one investment firm.

Requirements to a tied agent

Article 35. An individual tied agent or each member of a management body of a company
tied agent, as well as any other person authorised to manage or represent the tied agent shall meet
the following requirements:

1. shall have higher education and shall meet the following minimum requirements for
professional experience:

a) one year in a company from the non-banking financial sector or in banks, provided that
his responsibilities were connected with the main business of such companies, or

b) one year in a regulatory body of the banking and/or non-banking financial sector,
provided that his duties were associated with the supervisory activity of that body, or

c) one year in total in an entity under letters "a" and "b";

2. shall possess appropriate general, commercial and professional knowledge and
competences for the performance of his duties as a tied agent;

3. shall have good reputation, and in particular:

a) shall not have not been sentenced to imprisonment for premeditated criminal offence of
general nature, unless he/she has been rehabilitated,;

b) shall not have been deprived of the right to hold a position of material accountability;

c) shall not have been within the last three years, preceding the initial date of the
insolvency set by the court, a member of a management or a supervisory body or a general
partner in a company for which bankruptcy proceedings have been initiated or in a company
which has been dissolved due to bankruptcy, if unsatisfied creditors have remained;

d) shall not have been declared bankrupt, if unsatisfied creditors have remained, and is not
undergoing bankruptcy proceedings;

e) no administrative penalties have been imposed on him with enforced penal decrees in the
last three years for gross violation or for systematic violations of this Act, the Public Offering of
Securities Act, the Implementation of the Measures against Market Abuse with Financial
Instruments Act, the Special Purpose Investment Companies Act, the Collective Investment
Schemes and Other Undertakings for Collective Investments Act, Regulation (EU) No. 575/2013,
Regulation (EU) No. 600/2014 and the statutory instruments for their implementation or of the
relevant legislation of another Member State.

Entry in the register

Article 36. (1) For entry in the register under Article 30, paragraph 1, item 3 of the



Financial Supervision Commission Act the person who/which will carry on activity as a tied
agent, shall submit an application to the Commission. The application may also be filed by the
investment firm on whose behalf the person will carry on activity as a tied agent.

(2) The following documents certifying the circumstances under Article 35 shall be
attached to the application under paragraph 1:

1. a copy of the diploma for completed higher education;

2. curriculum vitae, declaration and other documents specified by an ordinance.

(3) The Financial Supervision Commission, at the proposal of the Deputy Chairperson,
shall issue a decision on the application for entry in the register under Article 30, paragraph 1,
item 3 of the Financial Supervision Commission Act within 15 days of its filing.

(4) Article 15, paragraphs 3 and 4 shall apply mutatis mutandis where irregularities have
been found or additional information is needed, and the time limit for removing said irregularities
or providing additional information shall not be exceed 15 days.

(5) In the cases referred to in paragraph 4, the time limit for pronouncing on the application
shall be suspended until the discrepancies are removed or the additional information is submitted
or until expiry of the period referred to in paragraph 4 if the discrepancies are not removed and
no additional information is presented.

(6) The investment firm shall conclude a contract under Article 34 with tied agents entered
in the register under Article 30, paragraph 1, item 3 of the Financial Supervision Commission Act
or entered in the register of another Member State.

Refusal of entry of the tied agents

Article 37. (1) The Financial Supervision Commission, at the proposal of the Deputy
Chairperson, shall refuse entry in the register under Article 30, paragraph 1, item 3 of the
Financial Supervision Commission Act in the event that the applicant does not comply with the
requirements under Article 35 when the details and documents are incomplete or incorrect or
when the latter have not been removed within the time limit under Article 36, paragraph 4.

(2) The Financial Supervision Commission shall also refuse registration where it finds that
the application for entry in the register under Article 30, paragraph 1, item 3 of the Financial
Supervision Commission Act is submitted in order to avoid the more stringent requirements for
tied agents in the Member State in whose territory the person intends to carry on business.

Pursuit of other commercial activity by a tied agent

Article 38. A tied agent may carry out another commercial activity in addition to the
services under Article 33. The investment firm which has concluded a contract with a tied agent,
shall take measures the other commercial activity not to affect negatively the services the tied
agent provides on behalf and for the account of the investment firm.

Liability of the investment firm

Article 39. (1) The investment firm shall be fully and unconditionally liable for any action
or inaction of the tied agent when the latter acts on behalf of the investment firm.

(2) In carrying out its activity, the tied agent expressly indicates to its clients or potential
clients that it acts as a tied agent and the investment firm represented thereby.

Control of the tied agent

Article 40. (1) The investment firm shall control the activities of tied agents with which it
has concluded a contract, in order to ensure compliance with the requirements of this Act and its
implementing acts in carrying out the activities of a tied agent.

(2) The investment firm shall ensure that tied agents with which it has concluded a contract
meet the requirements of Article 35.

(3) In the event of a change in the circumstances under Article 35 the tied agent and the



investment firm shall notify the Commission within three days of occurrence or of becoming
aware of the relevant circumstance.

Grounds for deregistration from the register

Article 41. The Financial Supervision Commission, at the proposal of the Deputy
Chairperson, shall issue a decision on the deregistration of the tied agent from the register under
Avrticle 30, paragraph 1, item 3 of the Financial Supervision Commission Act where:

1. an application for deregistration has been submitted by the tied agent;

2. it is established that the tied agent no longer meets the requirements under Article 35;

3. it is established that false information or forged documents have been submitted;

4. it is established that an application for entry in the register under Article 30, paragraph 1,
item 3 of the Financial Supervision Commission Act is submitted in order to avoid the more
stringent requirements for tied agents in the Member State in whose territory the person carries
on business;

5. a gross violation is found to have been committed by the tied agent in the performance of
its contractual relationships with the investment firm;

6. with its actions endangers the interests of the investors;

7. upon death of the tied agent or a decision for dissolution of the company tied agent.

Chapter Four
CARRYING ON ACTIVITY IN ANOTHER STATE

Section |
Carrying on activity in another Member State by an
investment firm with a seat in the Republic of Bulgaria

Carrying on activity under the conditions of the right of establishment

Article 42. (1) An investment firm which is licensed to provide services and perform
activities covered under Article 6, paragraphs 2 and 3 herein and which plans to establish a
branch in a Member State, hereinafter referred to as a "host Member State™ or to carry on activity
through tied agents established in a Member State other than the Republic of Bulgaria shall
inform in advance the Commission thereof. The additional services under Article 6, paragraph 3
may be granted only jointly with the services under Article 6, paragraph 2.

(2) The notification referred to in paragraph 1 shall contain:

1. an indication of the Member State in which the investment firm intends to establish a
branch or in which it will operate through a tied agent established within its territory;

2. a programme of the operations, setting out, inter alia, information about the services and
activities covered under Article 6, paragraphs 2 and 3 herein which the investment firm is to carry
on in the host Member State;

3. the organisational structure of the branch and information whether in carrying out the
activities of the branch tied agents will be used, and listing of those tied agents;

4. where an investment firm will operate through tied agents in a State in which there is no
established branch, the activity to be carried out by the tied agents within the organizational
structure of the investment firm shall be described, including the responsibilities of the tied agent
to report and its place within the organizational structure of the investment firm;

5. correspondence address of the branch or of the tied agent of the investment firm in the



host country;

6. the names of the managing director of the branch, and the persons responsible for the
management of the tied agent;

7. other information as defined in Commission Delegated Regulation (EU) 2017/1018 of 29
June 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council
on markets in financial instruments with regard to regulatory technical standards specifying
information to be notified by investment firms, market operators and credit institutions (OJ, L
155/1 of 17 June 2017), hereinafter referred to as "Delegated Regulation (EU) 2017/1018".

(3) Within three months after a notification under paragraph 2 or, where additional details
and documents have been requested, within three months after receipt of the said details and
documents, the Commission shall communicate to the relevant competent authority of the host
Member State the information under paragraph 2, as well as information about the currently
effective in the country scheme for compensation of investors in financial instruments of which
the investment firm is a member. At the same time, the Commission shall notify the investment
firm of the provision of the information to the relevant competent authority.

(4) Within the time limit referred to in paragraph 3, the Commission may refuse to
communicate the information covered under paragraph 2 to the relevant competent authority in
the host Member State by a decision, if the administrative structure or the financial circumstances
of the investment firm in relation to the planned activities do not safeguard the interests of the
investors, and the Commission shall forthwith notify the investment firm thereof. The Financial
Supervision Commission shall provide the investment firm with the motives for its decision
within three months from receipt of the full information under paragraph 2.

(5) The investment firm may establish a branch and commence the conduct of business
within the territory of the host Member State upon receipt of a communication from the relevant
competent authority of the host Member State or, failing such communication from the latter, at
the latest after two months from the date of transmission of the communication referred to in
paragraph 3 to the relevant competent authority of the host Member State.

(6) The investment firm, which has established a branch within the territory of a host State,
shall notify the Commission in writing of any change in the details and documents referred to in
paragraph 2 not later than one month prior to such change.

(7) The Financial Supervision Commission shall communicate the changes referred to in
paragraph 6 to the relevant competent authority of the host State, as well as any change relating
to the compensation scheme for investors in financial instruments which operates in Bulgaria and
of which the investment firm is a member.

(8) A bank investment firm that intends to carry on business under the right of
establishment through a tied agent established in a host country, shall notify the Bulgarian
National Bank and shall provide it with information under the Credit Institutions Act. Within the
time limit under paragraph 3, second sentence, the BNB shall inform the Commission of the
provision of the information to the relevant competent authority.

(9) The notifications referred to in paragraph 2 shall be drafted according to templates and
subject to Delegated Regulation (EU) 2017/1018.

Carrying on activity under conditions of freedom to provide services

Article 43. (1) An investment firm which intends to perform services and activities covered
under Article 6, paragraphs 2 and 3 herein in a host State under the freedom to provide services
without establishing a branch within the territory of the said State, including through a tied agent,
shall give the Commission an advance notification thereof. The additional services under Article
6, paragraph 3 may be granted only jointly with the services under Article 6, paragraph 2.



(2) The notification referred to in paragraph 1 shall contain:

1. an indication of the host State wherein the investment firm plans to carry on business;

2. a programme of operations, setting out, inter alia, the services and activities covered
under Article 6, paragraphs 2 and 3 herein which the investment firm is to offer in the host
Member State;

3. an indication of whether the investment firm will operate through tied agents, established
in the Republic of Bulgaria, and information about them;

4. other information determined by Delegated Regulation (EU) 2017/1018.

(3) Within one month after receipt of the information covered under paragraph 2, the
Commission shall communicate the said information to the relevant competent authority of the
host State, notifying the investment firm thereof.

(4) The investment firm may commence to carry on business within the territory of the host
State upon receipt of a notification from the Commission of the provision of the information
under paragraph 3.

(5) The investment firm shall notify the Commission in writing of any change in the details
and documents referred to in paragraph 2 no later than one month prior to any such change. The
Financial Supervision Commission shall communicate the changes referred to in sentence one to
the relevant competent authority of the host State.

(6) Where a bank investment firm intends to perform services and activities under Article
6, paragraphs 2 and 3 through tied agents, it shall notify the BNB and shall submit the
notification pursuant to the Credit Institutions Act. Within the time limit under paragraph 3, the
BNB shall inform the Commission of the provision of the information to the relevant competent
authority.

(7) The notifications referred to in paragraph 2shall be drafted according to templates in
accordance with the procedures laid down by Delegated Regulation (EU) 2017/1018.

(8) An investment firm which intends to provide remote access to the MTF and OTF
organized thereby to participants established on the territory of another Member State, shall
notify the Commission in advance of the Member State wherein it intends to conduct such
activity.

(9) The Financial Supervision Commission shall provide the information under paragraph 8
to the relevant competent authority of the host country within one month from receipt thereof and
shall furthermore provide on request information about the participants in the multilateral trading
facility organized by the investment firm.

Oversight

Article 44. (1) The Financial Supervision Commission and the Deputy Chairperson shall
exercise supervision over the business of the investment firm carried on in the host State through
a branch or under the conditions of the freedom to provide services.

(2) Where the relevant competent authority in the host State notifies the Commission of any
violations committed by the investment firm under paragraph 1, the Deputy Chairperson shall
take the appropriate measures and the Commission shall inform the competent authority in the
host State thereof.

(3) In the exercise of the supervisory powers thereof, the Deputy Chairperson may carry
out on-site inspections in the branch of the investment firm, after informing in advance the
relevant competent authority in the host State.

Section 11
Carrying on activity in the Republic of Bulgaria by an



investment firms with a seat in a Member State

Carrying on activity under the conditions of the right of establishment

Article 45. (1) An investment firm which has its seat in a Member State and which has
been licensed to carry on business in an investment-firm capacity in accordance with the law of
the European Union by the relevant competent authority of the said Member State, hereinafter
referred to as "investment firm originating in a Member State,” may carry on the business for
which the license has been granted thereto within the territory of the Republic of Bulgaria
through a branch or through a tied agent, under the conditions of the right of establishment. The
additional services under Article 6, paragraph 3 may be granted only jointly with the services
under Article 6, paragraph 2.

(2) Within two months after receipt of communication from the relevant competent
authority regarding an investment firm originating in a Member State which plans to establish a
branch or carry on business through a tied agent established within the territory of the Republic
of Bulgaria, the Commission shall notify the said investment firm of the receipt of said
communication.

(3) The investment firm originating in a Member State may establish a branch and
commence business within the territory of the Republic of Bulgaria through a tied agent upon
receipt of a notification from the Commission under paragraph 2 or, failing such notification,
after the lapse of the time limit referred to in paragraph 1.

(4) Where an investment firm operates through a branch and through a tied agent
established on the territory of the Republic of Bulgaria, the tied agent shall be considered part of
the branch. When carrying on business only through a tied agent established in the Republic of
Bulgaria, the requirements for a branch shall apply to the tied agent.

(5) When carrying on business under this Article, the investment firm shall comply with the
requirements set out in Articles 70 — 75, Articles 77 — 82, Articles 84 — 88 and in accordance with
Articles 14 — 26 of Regulation (EU) No. 600/2014 and the instruments for the implementation
thereof.

Carrying on activity under the conditions of freedom to provide services

Article 46. (1) An investment firm of a Member State may carry on the services and
activities under Article 6, paragraphs 2 and 3, included in the scope of the licence granted thereto,
under the conditions of the freedom to provide services, without creating a branch, as well as
through a tied agent established within the territory of its Member State of origin. The additional
services under Article 6, paragraph 3 may be granted only jointly with the services under Article
6, paragraph 2.

(2) The investment firm of a Member State which organises a MTF and OTF in another
Member State may provide a remote access to the MTF and OTF organized thereby to
participants established on the territory of the Republic of Bulgaria.

(3) An investment firm of a Member State may commence to carry on business after the
Commission has received information from the relevant competent body about the programme of
activities of the investment firm, details of the tied agents and any other information as set out in
Delegated Regulation (EU) 2017/1018.

(4) The Financial Supervision Commission shall publish the information about the tied
agents that the investment firm of a Member State intends to use.

(5) The Financial Supervision Commission shall provide the information referred to in
paragraph 4 to the ESMA on request and subject to the provisions of Article 35 of Regulation



(EU) No. 1095/2010.

(6) The Financial Supervision Commission may request from the competent authority of
the Member State of origin of the MTF the names of the remote members or participants in the
MTF established in the territory of the Republic of Bulgaria.

Access to regulated market. Access to central counterparty, clearing and settlement system
and the right of choice of settlement system

Article 47. (1) An investment firm under Articles 45 and 46, which executes orders of
clients or deals on its own account, has the right to access to a regulated market on the territory of
the Republic of Bulgaria under the same terms and conditions as those provided to the investment
firms licensed in the Republic of Bulgaria. Access shall be provided by the regulated market in
one of the following ways:

1. directly through a branch within the territory of the Republic of Bulgaria;

2. on a remote basis, when the trading procedures and systems on the regulated market do
not require physical presence for the conclusion of transactions on the market.

(2) An investment firm under Articles 45 and 46 shall have the right to direct and indirect
access to central counterparty and clearing and settlement systems under the same clear,
non-discriminatory, transparent and objective criteria applicable to investment firms licensed in
the Republic of Bulgaria, with the aim to ensure completion of transactions in financial
instruments, irrespective of whether they are entered into the place of trade in the territory of the
Republic of Bulgaria. The central counterparty and clearing and settlement systems may refuse
access under sentence one if there is a legal ground therefor.

Oversight

Article 48. (1) The Financial Supervision Commission and the Deputy Chairperson shall
exercise supervision and the Deputy Chairperson shall conduct checks of the branch under
Acrticle 45 for compliance with the requirements under Articles 70 — 75, 77 — 82, 84 — 88 and
pursuant to Articles 14 26 of Regulation (EU) No. 600/2014 and the instruments for the
implementation thereof.

(2) An investment firm originating in a Member State shall submit to the Commission and
shall publish in Bulgarian in the Republic of Bulgaria all documents and information according to
the requirements of this Act and the instruments for the implementation thereof.

(3) When conducting business in the Republic of Bulgaria, any investment firm originating
in a Member State shall use the business name used to carry on business in the Member State in
which its seat is situated, specifying the originating Member State.

(4) In the exercise of the supervisory powers thereof, the competent authority in the
Member State where the investment firm under Article 45 herein is licensed, may conduct on-site
inspections in the branch of the investment firm, after informing in advance the Commission.

Section 111
Carrying on activity in the Republic of Bulgaria by an
investment firm from a third country

Application for granting a licence

Article 49. (1) An investment firm from a third country may provide services or perform
activities under Article 6, paragraphs 2 and 3 for professional clients within the meaning of
section Il of the annex or for retail clients on the territory of the Republic of Bulgaria only
through a branch and after obtaining a licence, issued by the Commission, except for in cases



where the services and activities are performed at the initiative of the client.

(2) The Financial Supervision Commission, at the proposal of the Deputy Chairperson,
shall issue a licence under paragraph 1 on a filed application and subject to the following
conditions:

1. the investment firm has obtained a licence for the services and activities under paragraph
1 and is subject to supervision by the competent authority of the third country where it is
established;

2. the competent authority under paragraph 1 complies with the recommendations of the
Financial Action Task Force (FATF) on the measures against money laundering and terrorism
financing;

3. between the Commission and the competent authority under paragraph 1 a cooperation
and information exchange agreement has been concluded to safeguard the integrity of the market
and protect investors;

4. the branch has sufficient own funds in accordance with the requirements laid down by an
ordinance;

5. the person or persons who manage the branch shall comply with the requirements of
Articles 13 and 14;

6. the investment firm is a member of an investor-compensation system, authorised or
recognised in accordance with Directive 97/9/EC of the European Parliament and of the Council
of 3 March 1997 on investor-compensation schemes, hereinafter referred to as "Directive
97/9/EC™;

7. an agreement is concluded between the Republic of Bulgaria and the third country where
the investment firm is incorporated, in accordance with the standards established in Article 26 of
the Model Tax Convention on Income and on Capital of the Organisation of Economic
Cooperation and Development (OECD) which provides effective information exchange on tax
matters.

(3) The application referred to in paragraph 2 shall contain:

1. an indication of the relevant competent authority or authorities of the third country which
carry out supervision over the investment firm, as well as information on the scope of the
supervision exercised;

2. the investment firm details — name, legal form, seat and registered address, information
about the members of the management and supervisory bodies, about the persons who are
shareholders or partners, as well as about all persons who have the right to represent the
investment firm;

3. the programme of the activity, including information about the services and activities
covered under Article 6, paragraphs 2 and 3 herein, which the investment firm will carry on in the
Republic of Bulgaria;

4. the organisational structure of the branch, including a description of important
operational functions assigned to third parties;

5. details about the persons who manage and represent the branch, as well as evidence of
compliance with the requirements of Articles 13 and 14;

6. information about the resources available to the branch;

7. any other information as shall be specified by ordinance.

(4) The Financial Supervision Commission, at the proposal of the Deputy Chairperson,
shall issue a license to a branch of an investment firm in accordance with Articles 18 — 20,
paragraph 1 and Avrticle 21.

(5) When carrying on activity in the territory of the Republic of Bulgaria the branch shall



comply with the requirements of Article 65, Articles 69 — 74, Articles 76 — 82, Articles 84 — 87,
Article 89, Articles 92 — 98, Articles 102 — 108, Articles 109 — 121 and Articles 3 — 26 of
Regulation (EU) No. 600/2014 and the instruments for the implementation thereof.

(6) In the cases under Article 46, paragraph 4, subparagraph 5 of Regulation (EU) No.
600/2014 an investment firm from a third country may carry on activity in the territory of the
Republic of Bulgaria in accordance with the requirements of this section.

(7) In the cases where a particular service or activity is provided at the initiative of the
client by an investment firm from a third country, which has not created a branch within the
territory of the Republic of Bulgaria, such investment firm may not offer such client other
investment products and services categories except through a branch, licensed under paragraph 1.

Refusal to issue a licence

Article 50. (1) The Financial Supervision Commission shall refuse to grant a licence where
it finds that:

1. one or more of the requirements under Article 49, paragraph 2 have not been complied
with and the details and documents referred to in paragraph 3 have not been submitted;

2. the interests of the investors and the stability of the market have not been sufficiently
ensured;

3. the normative acts applicable in a third country and governing the activity of the
investment firm or difficulties involved in their enforcement, prevent the effective exercise of the
supervisory functions of the Commission or its Deputy Chairperson, as the case may be;

4. the supervision exercised over the investment firm on a consolidated basis by the
relevant competent authority in the country of its seat does not comply with the requirements set
out herein and in the its implementing acts;

5. the applicant has submitted false details or documents with untrue content;

Licence withdrawal

Article 51. (1) The Financial Supervision Commission, at the proposal of the Deputy
Chairperson, may revoke the licence granted under Article 49, paragraph 1, where the investment
firm:

1. does not commence performing the authorised services and activities under Article 6,
paragraph 2 within 12 months from the granting of the authorisation;

2. expressly waives the authorisation granted;

3. has ceased to perform the authorised services and activities under Article 6, paragraph 2
for more than six months;

4. has provided false data which served as a ground for granting the authorisation or has
used any other irregular means therefor;

5. no longer meets the conditions under which the authorisation was granted;

6. grossly or systematically violates the provisions of this Act and the applicable EU
regulations governing the conditions for the pursuit of the business of investment firms and
which apply to investment firms from third countries.

(2) Articles 28 — 30 and 32 shall be applied accordingly.

Equal rights and obligations

Article 52. The branch of an investment firm from a third country shall have the rights and
obligations of an investment firm for which the Republic of Bulgaria is the home Member State,
unless the Act provides for otherwise.

Chapter Five
QUALIFYING HOLDINGS



Notification of planned acquisition
Article 53. (1) Any natural person or legal entity, or persons acting in concert, who/which
have made the decision to acquire, directly or indirectly, a qualifying holding in an investment
firm, shall notify the Commission in writing prior to the acquisition.

(2) The requirement under paragraph 1 shall also apply to a natural person or legal entity,
or persons acting in concert, who/which have made the decision to subsequently increase, directly
or indirectly, their qualifying holding in such a way that it would reach or exceed the thresholds
of twenty per cent, thirty per cent or fifty per cent of the capital or of the votes in the general
meeting of an investment firm, or in such a way that as a result of the increase the investment
firm becomes their subsidiary.

(3) The persons under paragraphs 1 and 2 3 shall submit a notification to the Commission,
indicating the holding in the capital and the votes in the general meeting, respectively, which they
intend to acquire, as well as the holding they will have after the acquisition. The persons shall
attach to the notification other details and documents, as defined by a delegated act, which the
European Commission adopts on the grounds of Article 12, paragraph 8 of Directive
2014/65/EU.

(4) The voting rights or the shares the investment firms or credit institutions hold as a result
of providing the services under Article 6, paragraph 2, item 6 shall not be taken into account in
determining the amount of the qualifying holding, provided that such rights are not exercised or
used in any other way to influence the management of the investment firm, and provided that
these rights are transferred within one year after the acquisition.

(5) The persons referred to in paragraphs 1 and 2 may not acquire or increase directly or
indirectly a qualifying holding in an investment firm before an evaluation of the acquisition in
accordance with Articles 56 — 60 has been carried out.

Notification of planned transfer or reduction of the holding as a result of third party actions

Article 54. (1) Any natural person or legal entity, who/which has made a decision to
transfer, directly or indirectly, his/her/ its qualifying holding in an investment firm, shall notify
the Commission in writing before executing the transfer. The requirement under sentence one
shall also apply to the cases where, as a result of the transfer, the voting right or the holding of
such person/entity in the investment firm’s capital will fall below fifty per cent, thirty per cent or
twenty per cent or the investment firm will no longer be a subsidiary of such person/entity.

(2) Persons whose holding in an investment firm falls below the thresholds under paragraph
1 as a result of a third-party action or of some other circumstance, of which they were not aware
and could not have been able to learn prior to seeing their holdings decreased, shall notify the
Commission immediately upon becoming aware thereof.

(3) The persons shall attach to the notice under paragraph 1 and 2 details on their effective
holdings before and after the transfer, as well as any other details and documents, required by an
ordinance.

Confirmation of a notification made under Article 53, paragraph 3

Article 55. (1) The Deputy Chairperson, within two business days of receipt of the
notification referred to in Article 53, paragraph 3, shall send the person a written confirmation of
receipt of the request.

(2) In the cases where to the notification under Article 53, paragraph 3 are attached all
required information and documents, in a written confirmation referred to in paragraph 1 the
Deputy Chairperson shall state that the notification is complete and the date of expiry of the time
limit for the Commission’s issuing a decision on the notification.



(3) In the cases where not all details and documents are attached to the notification under
Article 53, paragraph 3, in the written confirmation referred to in paragraph 1 the Deputy
Chairperson shall notify in writing the person of the details and documents which need to be
attached. On any subsequent filing of documents by the person, the first sentence shall apply
accordingly, as well as paragraphs 1 and 2.

Procedure for carrying out an assessment

Article 56. (1) The Commission, on a proposal of the Deputy Chairperson, shall evaluate
the acquisition based on the details in the notification, within 60 business days of the date of the
written confirmation under Article 55, paragraph 1.

(2) If the documents presented are incomplete, inaccurate, not compliant with the
regulatory requirements, or any additional proofs or information about the accuracy of the details
presented is needed, the Commission, within the time limit for carrying out the assessment but
not later than the 50th business day of this period, shall send a written notice to the person,
indicating the identified deficiencies and discrepancies, or the required information and
documents.

(3) The time limit under paragraph 1 for carrying out the assessment by the Commission
shall be suspended for the period between the day of requesting the information and documents
under paragraph 2 until receipt of reply from the person. The suspension may not last longer than
20 business days, except for the cases under Paragraph 4.

(4) The suspension of the period for assessment by the Commission may last up to 30
business days in the cases when the person under Article 53, paragraph 1:

1. has a seat and registered office or a permanent address, or is subject to regulation outside
the European Union, or

2. is a natural person or legal entity, not subject to oversight under Directive 2014/65/EU,
Directive 2009/65/EC of the European Parliament and of the Council of 13 July 2009 on the
coordination of laws, regulations and administrative provisions relating to undertakings for
collective investment in transferable securities (UCITS) (OJ, L 302/32 of 17 November 2009),
hereinafter referred to as "Directive 2009/65/EC", Directive 2008/138/EC, or Directive
2002/83/EC, Directive 2013/36/EU.

(5) Except in the cases under Paragraph 2 — 4, any subsequent request to the person for
additional information, related to the evaluation by the Commission, shall not result in suspension
of the period.

Valuation

Article 57. (1) The Commission shall assess the acquisition or the increase of the
qualified holding, respectively, in order to ensure the stable and prudent management of the
investment firm.

(2) When performing the assessment, the Commission shall take into account the expected
influence of the person on the investment firm and shall decide whether the person is suitable and
financially stable. The evaluation shall be performed by applying the following criteria:

1. person’s reputation;

2. reputation and professional experience of the persons, who will manage the activities of
the investment firm as a result of the acquisition;

3. the financial stability of the person, relevant for the types of activities the investment
firm performs or intends to perform;

4. whether the investment firm will be capable of meeting or to keep meeting the
requirements of this Act, Regulation (EU) No. 575/2013, Regulation (EU) No. 600/2014 and of
Regulation (EU) No. 596/2014 and the instruments for the implementation thereof, of the



Supplementary Supervision of Financial Conglomerates Act, and more specifically, whether the
group, part of which it will become after the acquisition, has a structure allowing efficient
supervision and efficient exchange of information between the competent authorities and
definition and allocation of the responsibilities among them;

5. whether well-grounded assumptions may be made that, in relation to the acquisition,
money laundering or terrorism financing is or will be performed under the Measures Against
Money Laundering Act or the Measures Against the Financing of Terrorism Act, or that the risk
of such action will be increased.

(3) The Commission may not impose preconditions in connection with the amount of the
holding to be acquired, nor shall it consider the acquisition from the standpoint of the economic
needs of the market.

(4) In case of two or more notifications of planned acquisitions or increases of qualifying
holdings in one and the same investment firm, the Commission shall treat the persons in a
non-discriminatory manner.

(5) The additional requirements for the conditions and procedures for the assessment of the
acquisition or the increase of the qualifying holdin, as the case may be, shall be determined by an
ordinance.

Exchange of information with the competent authorities of Member States in carrying out
the assessment of a qualifying holding

Article 58. (1) When carrying out an assessment of a qualifying holding the Commission
shall hold preliminary consultations and shall demand information in connection with the
acquisition by the relevant competent authority responsible for the supervision of the person
referred to in Article 53 when the person is:

1. a credit institution licensed in the Republic of Bulgaria or in another Member State, or an
insurer, a reinsurer, an investment firm or a management company licensed in another Member
State;

2. a parent company of a credit institution licensed in the Republic of Bulgaria or in another
Member State, or a parent company of an insurer, a reinsurer, an investment firm or a
management company licensed in another Member State;

3. a natural person or a legal entity, controlling a credit institution licensed in the Republic
of Bulgaria or in another Member State, an insurer, a reinsurer, an investment firm or a
management company licensed in another Member State.

(2) The information received from the preliminary consultations under paragraph 1 shall be
indicated in the decision of the Commission under Article 59, paragraph 1 or 7.

(3) The Financial Supervision Commission shall provide, on a request by a competent
authority from another Member State, information which is essential or relevant for the
assessment, when an acquisition of a qualifying holding in an investment firm is requested by:

1. an investment firm, a management company, an insurer or reinsurer having its seat in the
Republic of Bulgaria;

2. a parent undertaking of a person under item 1;

3. a natural or legal person who/which controls a person under paragraph 1.

(4)In the cases referred to in paragraph 3, when a holding in an investment firm is
requested by a credit institution with a seat in the Republic of Bulgaria, the Commission shall
exchange information with the Bulgarian National Bank and with the competent authority under
paragraph 3.

Powers of the Commission in relation to qualifying holdings

Article 59. (1) The Financial Supervision Commission may issue a ban on the acquisition



under Article 53 should it find that the requirements of Article 57 have not been met or if the
information provided by the person is incomplete, the applicant has submitted incorrect details or
untrue documents, or if the actual owners of a shareholder with a qualifying holding cannot be
identified, if the stable management and the security of the investment firm is threatened, or if the
interests of the investment firm’s clients are not secured in some other way.

(2) The Financial Supervision Commission shall notify the person in writing on its decision
under paragraph 1 within two business days of decision-making and within the period under
Article 56, paragraph 1, or under Article 56, paragraphs 2 — 5, attaching the grounds for its
decision.

(3) By person’s request or on Commission’s initiative, the grounds for the decision under
paragraph 1 shall be made public.

(4) If the Commission does not issue a ban under paragraph 1, it may set a deadline for
executing the acquisition, and may also extend this deadline, as needed.

(5) If, within the deadline under Article 56, paragraph 1, respectively Article 56 paragraphs
2 — 5 the Commission does not issue a ban on the acquisition and does not notify in writing the
person thereof, the person may acquire the requested holding in the investment firm.

(6) The persons who have acquired or increased their qualifying holding, before the
Commission has announced its decision on the notification submitted, or, respectively, before
expiration of the announcement deadline, as well as in the cases when they have not submitted a
notification under Article 53 prior to acquisition, shall not be allowed to exercise their voting
right in the general meeting of the investment firm.

(7) If persons who have a qualifying holding in the investment firm may harm the stable
management and stability of the investment firm, the Commission may impose a ban on these
persons’ voting rights in the general meeting of the investment firm.

(8) The Financial Supervision Commission may bring a claim under Article 74 of the
Commerce Act to cancel the decision of the general meeting when such a decision was passed
with the votes of individuals who were not entitled to exercise their voting right under paragraphs
6and 7.

Submission of information by an investment firm

Article 60. (1) The investment firm shall notify the Commission of any acquisition or
transfer of a holding in accordance with Articles 53 and 54 within one day of becoming aware
thereof.

(2) The investment firm shall provide to the Commission twice a year — at 30 June and 31
December — within 10 days from the specified dates, a list of the persons holding a direct or
indirect qualifying holding as well as particulars of their votes in the general meeting.

Chapter Six
MANAGEMENT AND ORGANISATION OF THE
ACTIVITIES OF INVESTMENT FIRMS

Section |
General provisions

Requirements to a significant investment firm
Article 61. (1) Identification of significant investment firms shall take place once a year



on the basis of the data of the annual financial statements for the preceding financial year and the
other documents.

(2) The investment firms which are significant in view of the amount, internal organisation,
nature, scope and complexity of the activity performed thereby shall:

1. set up a committee for the selection of candidates;

2. set up a risk committee;

3. set up a remuneration committee;

4. meet other requirements as laid down in an ordinance.

(3) With the authorisation of the Commission, on a proposal by the Deputy Chairperson, a
significant investment firm may be exempted from the requirement for the establishment of a risk
committee. The terms and procedure of granting the authorisation under the first sentence shall be
laid down in an ordinance.

Section |1
Requirements for the management of an investment firm

Requirements for the selection and nomination of the management and supervisory bodies

Article 62. (1) The investment firm as well as the committee for the selection of
candidates in the cases under Article 63 shall ensure a wide range of qualities, knowledge and
skills in the selection of candidates and the nomination of the members of the management and
supervisory bodies, and to this end shall apply a policy for promotion of the diversity in the
management and supervisory bodies. Additional requirements for the selection and designation of
the members of the management and supervisory bodies shall be laid sown in an ordinance.

(2) Investment firms carrying on activity on the territory of the Republic of Bulgaria shall
provide to the Commission the information about the policy for promotion of diversity under
Article 435, paragraph 2, letter "c" of Regulation (EU) No. 575/2013 within three days from the
date of disclosure thereof. The Financial Supervision Commission shall analyse the information
for the purposes of comparing the practices in terms of diversity. The Financial Supervision
Commission shall provide the information referred to in the first sentence to EBA.

Committee for the selection of candidates

Article 63. (1) The selection of the candidates for the management and supervisory bodies
of a significant investment firm shall be carried out by the Committee for the selection of
candidates. The members of the committee may be only members of the supervisory board or of
the board of directors, or the management board, a the case may be, who are not executive
members.

(2) The Committee referred to in paragraph 1 shall nominate and recommend for approval
by the management and supervisory bodies, or for approval by the general meeting candidates to
fill the vacancies in the management and supervisory bodies, taking into account the knowledge,
skills, diversity and experience of the members of the management and supervisory bodies, shall
prepare a description of the functions and requirements for a given appointment and shall
calculate the time that is expected to be devoted by the future member of the management or
supervisory body.

(3) The Selection Committee shall define a target level of representation of the
under-represented sex in the management, respectively, in the supervisory body and shall develop
policies to increase the number of representatives of the under-represented sex in the
management and in the supervisory control bodies to achieve the stated objective. The target
level, the policy and its implementation shall be made public in accordance with Article 435,



paragraph 2, letter "c" of Regulation (EU) No. 575/2013.

(4) The Committee for the selection of candidates shall:

1. analyse at least annually the structure, the size, the composition and the performance of
the management and supervisory bodies and shall make recommendations for potential changes;

2. analyse at least annually the knowledge, skills and experience of the management and
supervisory bodies as a whole and of their members individually and shall report to the
management and/or supervisory body;

3. periodically review the policy applied by the management and the supervisory bodies for
the selection and appointment of the senior management staff, and shall make recommendations
to them.

(5) In the performance of their duties, the Committee for the selection of candidates shall
take into account the need to ensure that the decision-making process of the management and
supervisory bodies is not affected by an individual or a small group of individuals in a way that
harms the interests of the investment firm.

(6) The investment firm shall provide the to members of the Committee for the selection of
candidates all the necessary resources, including financial, for the performance of the assigned
functions. In the performance of its functions, the Committee for the selection of candidates may
consult with external experts.

Duties and responsibilities of management and supervisory bodies

Article 64. (1) The members of the management and supervisory bodies of the investment
firm shall dedicate sufficient time to ensure the proper performance of their functions.

(2) The management or the supervisory body of the investment firm, as the case may be
depending on the internal allocation of functions:

1. shall be responsible for the effective and reliable management of the investment firm in
accordance with statutory requirements, including the proper allocation of duties and
responsibilities and duties for defining the organisational structure, for adoption of the rules
under Article 69 and for controlling their implementation, as well as for prevention and detection
of conflicts of interest;

2. shall approve and control the implementation of the strategic goals of the investment
firm and the strategy regarding risk and internal management;

3. shall ensure the integrity and continuous operation of the accounting and financial
reporting systems, including financial and operating controls, and compliance with the statutory
requirements and applicable standards;

4. shall manage and control compliance with the requirements hereunder as regards
detection and provision of information;

5. shall be responsible for the efficient control over senior management staff;

6. shall be responsible for the efficiency of the management systems in the investment firm
and where necessary shall take the necessary measures for eliminating the identified
inconsistencies;

7. taking into account the nature, scope and complexity of the activity carried out by the
investment firm and any applicable regulations shall adopt and approve and control the
implementation of:

a) the organisational structure of the investment firm to carry out the services and activities
under Article 6, paragraphs 2 and 3;

b) the requirements for knowledge, skills and experience of employees in respective units;

c) the allocation of resources necessary for carrying out the services and activities under
Avrticle 6, paragraphs 2 and 3;



d) the policies, rules and procedures of the investment firm, governing the provision of
services and the performance of activities under Article 6, paragraphs 2 and 3;

e) the policy on the offered or provided services, activities, products and operations in
accordance with the permitted risk level for the investment firm and the characteristics and needs
of the clients of the investment firm to whom they will be offered or provided, and shall perform
stress tests, where necessary;

f) the remuneration policy of staff involved in the provision of services to the clients of the
investment firm, which should promote responsible business conduct, fair treatment of clients,
including in the event of a conflict of interest;

8. monitor and assess at least once annually:

a) the adequacy of the strategic objectives of the investment firm in terms of performing the
services and activities under Article 6, paragraphs 2 and 3 and their implementation;

b) the effectiveness of the organisation and management of the investment firm;

c) the adequacy of the policies, rules and procedures of the investment firm, governing the
provision of services and the performance of activities under Article 6, paragraphs 2 and 3;

9. upon infringements and discrepancies found in the cases referred to in item 8, letters "a"
—"c", shall take measures for their removal.

(3) The members of the management and supervisory bodies of the investment firm shall
perform their duties honestly, with integrity and independently for the purpose of making their
own accurate assessment of the decisions of the employees performing management functions,
and for the purpose of the exercise of effective control and monitoring on decision-making.

(4) The members of the management and the supervisory bodies of the investment firm
shall possess collectively sufficient knowledge, skills and experience, as may be necessary for the
management of the activities of the investment firm.

(5) The investment firm shall have the necessary human and financial resources to ensure
the initial and current understanding of the members of the management and supervisory bodies
with its activity, and their training.

(6) The members of the management and of the supervisory bodies shall have access to the
information and documents necessary for the performance of their functions and duties.

(7) Additional requirements for the management of the investment firm shall be set out in
an ordinance.

Section 111
Requirements for the internal organisation of investment
firms

Internal organisation of investment firms
Article 65. (1) Any investment firm shall establish and maintain internal organisation

which shall meet at all times the requirements of the law and shall be in compliance with the
nature, scope and complexity of the activity performed thereby and shall put in place:

1. an organisational structure with clearly set, transparent and consistent responsibility
levels;

2. appropriate and secure administrative and accounting procedures, including the keeping
of accounting records;

3. effective systems of internal control;

4. effective control and safeguard arrangements for information systems;



5. reliable and efficient information protection systems, to ensure its authenticity and
integrity in transfer and storage, to minimize the risks of loss, alteration and unauthorised access
to the information or the risks of unauthorised dissemination of information, as well as to ensure
the confidentiality of the information;

6. appropriate and proportionate resources, including qualified personnel, material,
technical and software procurement, as well as systems and procedures to ensure continuous and
regular provision of services and activities under Article 6, paragraphs 2 and 3, in accordance
with the requirements of the law;

7. conditions to prevent and identify conflicts of interest and where such conflicts of
interest arise - to ensure fair treatment of clients, disclosure of information and protection of
clients’ interests from being adversely affected;

8. conditions for compliance with existing rules for proprietary transactions of the
investment firm;

9. conditions for storage of the information about services and activities performed under
Acrticle 6, paragraphs 2 and 3 and operations of the investment firm, which is necessary to
establish the obligations of the investment firm in accordance with the requirements of the law,
including Regulation (EU) No. 600/2014, Regulation (EU) No. 596/2014, Regulation (EU) No.
575/ 2013, the Recovery and Resolution of Credit Institutions and Investment Firms Act,
including fulfilment of obligations to clients and potential clients and obligations related to the
integrity of the market;

10. conditions for compliance with the requirements of Articles 92 — 95 in the cases where
the investment firm holds financial instruments and cash of clients;

11. conditions for immediate and accurate execution of client orders, for execution of
identical orders in the sequence of their receipt, as well as conditions for safeguarding the client's
interest in the case of aggregation of orders;

12. effective systems and mechanisms for identification, management, monitoring,
assessment and reporting of risks to which the investment firm is or may be exposed,;

13. effective mechanisms to limit the operational risk in the assignment of the
implementation of important operational functions to a third party, including for ensuring the
proper internal controls for the implementation of legal requirements in relation to the investment
firm;

14. the application of policies and practices for the remunerations of persons working for
the investment firm, such as the requirements to the policy on the remunerations and its
disclosure shall be laid down in an ordinance;

15. appropriate and effective procedures for internal whistle-blowing by employees of the
investment firm about actual and potential violations of the investment firm, which shall ensure:

a) protection against unfair treatment of employees of the investment firm whistle-blowing
about infringements;

b) personal data protection in accordance with the Personal Data Protection Act for the
whistle-blower signalling about an infringement, and of the personal data of the persons in
respect of whom the signal is wistleblowed;

c) ensuring confidentiality in all cases for the persons whistle-blowing about infringements,
unless the infringement of confidentiality is required by law in case of subsequent pre-trial or trial
proceedings.

(2) The requirements under paragraph 1, item 9 shall also apply to branches of investment
firms operating on the territory of the Republic of Bulgaria, for transactions and operations
carried out via the branch.



(3) The investment firm shall set appropriate ratios between the fixed and variable
remunerations of the persons working for the investment firm, and the variable components of the
remunerations shall not exceed 100 per cent of the fixed components.

(4) The internal control systems, as well as the administrative and accounting procedures
applied by the investment firm allow at any time checks on the conformity of the activities of the
investment firm with the requirements of this Act and the instruments for its implementation,
with the requirements of Regulation (EU) No. 600/2014, Regulation (EU) No. 596/2014,
Regulation (EU) No. 575/2013 and of the instruments for implementing them, as well as with the
rules adopted by the investment firm in accordance with the above statutory instruments.

(5) The systems and mechanisms for identification, assessment and management of the
risks to which the investment firm is or may be exposed shall furthermore include the risks
arising from the macroeconomic environment of operation of the investment firm in the relevant
stage of the economic cycle.

Review of the systems, rules and procedures of the Commission

Article 66. The Financial Supervision Commission shall review the rules, strategies,
processes and mechanisms introduced by the investment firm in accordance with this Act,
Regulation (EU) No. 575/2013, Regulation (EU) No. 600/2014, Regulation (EU) No. 596/2014
and of the instruments for implementing them, taking into account the technical criteria for
supervisory review and evaluation, and shall assess the risks to which the activity of the
investment firm is exposed or causes. The procedure, manner and the technical criteria for the
review and evaluation shall be laid down in an ordinance.

Function for compliance with the regulatory requirements

Article 67. (1) The investment firm shall create and maintain a permanent compliance
function, which shall operate independently and shall exercise ongoing control over the
compliance of this Act and the regulatory requirements for the activity by the persons charged
with the management of the investment firm and all the other persons working under contract for
the investment firm.

(2) The structure, organisation, powers and relationships of the compliance function with
the other bodies and persons working for the investment firm shall be set out in rules approved by
the management body of the investment firm.

Other requirements to the internal organisation

Article 68. Additional requirements to the internal organisation under Article 65, including
internal reporting, the compliance function, risk management, internal audit, responsibilities of
the senior management staff, handling of complaints, remuneration policies and practices,
personal transactions, outsourcing of important operational functions to third parties,
management of conflicts of interest are determined by Delegated Regulation (EU) No. 2017/565,
and with an ordinance.

Internal rules

Article 69. (1) The investment firm shall adopt and apply internal policies, rules and
procedures to ensure the enforcement of the requirements established in law by the investment
firm and its management and supervisory bodies, employees and tied agents. The investment firm
shall adopt rules for personal transactions of the persons referred to in the first sentence.

(2) The internal organisation under Article 65 shall be laid down in rules adopted by the
management body of the investment firm, whose minimum content shall be stipulated in an
ordinance.

(3) The investment firm shall periodically review the rules under paragraphs 1 and 2 but at
least once annually, and where necessary, within a shorter period of time.



Chapter Seven
REQUIREMENTS TO THE ACTIVITY OF
INVESTMENT FIRMS AND RELATIONSHIPS WITH
CLIENTS

Section |
General Requirements

General Requirements
Article 70. (1) In the performance of investment services and activities, as well as
additional services for clients the investment firm shall act fairly, honestly and professionally in

the best interest of the client.

(2) An investment firm that creates financial instruments for the purpose of selling them to
clients, shall take action to ensure that:

1. the financial instruments were created to meet the needs of a specific target market for
the relevant category of final clients;

2. the strategy for distribution of the financial instruments is adequate for the target market;

3. the financial instruments are distributed to the appropriate target group of final clients.

(3) An investment firm which offers or recommends to clients financial instruments under
paragraph 2 shall:

1. understand the nature of the financial instruments offered or recommended;

2. assess whether the financial instruments continue to meet the needs of the clients to
whom it provides investment services, taking into account the target group of final clients;

3. ensure that the financial instruments are offered or recommended only when it is in the
interest of the client.

Provision of information to clients

Article 71. (1) The information that the firm provides to its clients, and potential clients,
including in its advertising materials, shall be correct, clear and not misleading. The advertising
materials of the investment firm shall be clearly designated as such.

(2) The investment firm shall provide to its clients and potential clients in a timely and
appropriate manner and in compliance with the requirements of paragraph 1 the following
information:

1. details about the investment firm and the services provided thereby, including whether it
performs activity or deals in financial instruments on own account;

2. the financial instruments which are the subject of the investment services provided by
the investment firm and the investment strategies offered;

3. the venues of execution of transactions;

4. the types of client costs and fees and their amount.

(3) An investment firm shall inform the client in good time before the provision of
investment advice:

1. whether the advice is independent;

2. whether the advice is based on a wide or limited analysis of the different types of
financial instruments, and in particular whether the scope is limited to financial instruments
issued or offered by persons related to the investment firm or by persons who are in other legal,



economic or contractual relationships with the investment firm as a result of which there is a risk
that the advice given is not independent;

3. whether the investment firm will provide the client with a periodic evaluation of whether
the recommended financial instruments continue to meet the needs of the client.

(4) The information on the financial instruments and the proposed investment strategies
shall include appropriate guidelines and warnings of the risks associated with investments in
those instruments or in respect of particular investment strategies, as well as whether the financial
instrument is intended for retail or professional clients, taking into account the target group of
clients defined under Article 70, paragraphs 2 and 3.

(5) The information on the costs and fees shall include:

1. any costs and fees for investment and additional services, including for advice;

2. the costs associated with the financial instrument recommended, offered or sold to the
client;

3. the method of payment of the costs and fees;

4. all payments to third parties.

(6) The investment firm shall provide to the client once annually in summary form the
information under paragraph 5, including the costs and fees in connection with the investment
service and the financial instrument which do not arise from occurrence of the market risk on the
underlying market, in order to enable the client to understand the total costs, as well as their
overall effect on the return on the investment. The investment firm shall inform the client about
the possibility on request to provide a detailed breakdown of the costs.

(7) The information under paragraphs 2 — 6 and under Article 73, paragraph 3 shall be
provided in a way that allows clients or potential clients to understand the nature of the
investment service, the type and the characteristics of the particular type of financial instrument
and the specific risks associated with it, in order to take informed investment decisions. The
investment firm may provide the information referred to in the first sentence in a standardised
format as well.

(8) The provisions of paragraphs 1 — 7 shall not apply where the investment service is
offered as part of a financial product regulated by the law of the European Union or by common
European standards in relation to credit institutions or consumer credits for assessment of the risk
for clients and/or the requirements for provision of information.

Obligations in providing independent investment advice

Article 72. (1) Where an investment firm informs the client that it provides an
independent investment advice, an investment firm shall analyse a wide range of financial
instruments available on the market and offered by a variety of issuers or suppliers of products, to
ensure that the investment objectives of the client can be achieved in an appropriate manner and
are not limited to financial instruments issued or offered by the investment firm itself, its related
persons or by persons in other legal, economic or contractual relationships therewith, whereby a
risk exists that the advice given is not independent.

(2)lin the cases referred to in paragraph 1 the investment firm shall not have the right to
receive remuneration, commission or any other monetary or non-monetary benefit from a third
party in connection with the provision of the investment services to the client. An exception is
allowed for minor non-monetary benefits that improve the quality of the services provided to the
client and their provision is without prejudice to the obligation of the investment firm to act
honestly, fairly and as a professional in the best interest of the client. An investment firm shall
disclose the information about all minor non-monetary benefits received.

(3) The requirements under paragraph 2 shall also apply to the cases where an investment



firm carries out portfolio management.

Restrictions on the provision and receipt of remunerations, commissions and non-monetary

benefits of and from third parties

Article 73. (1) The investment firm shall not have the right to pay or provide or receive
remuneration, commission or any other non-monetary benefit in connection with the provision of
investment services or additional services to a client, with the exception of:

1. remuneration, commission or non-monetary benefit paid or provided by or to the client
or his representative;

2. remuneration, commission or non-monetary benefit paid or provided by a third party or
his representative, if the following conditions apply:

a) the payment or the provision of the remuneration, commission or non-monetary benefit
is with a view to improving the quality of the service, and does not violate the obligation of the
investment firm to act honestly, fairly and professionally and in the best interest of the client;

b) the existence, nature and amount of the remuneration, commission or non-monetary
benefit are clearly indicated to the client in an accessible, correct and understandable way prior to
the provision of the relevant investment or ancillary service, and where the amount cannot be
determined, the method of its calculation is indicated:;

3. inherent fees that provide or are necessary for the provision of the investment services,
such as trust services costs, fees for settlement and currency exchange, fees for legal services and
public fees, and which by their nature do not lead to a conflict with the obligation on the
investment firm to act honestly, fairly and professionally in the best interest of the client.

(2) An investment firm that provides investment services to clients, does not provide
remuneration and does not assess the results of the work of its employees in a way that is
contrary to its obligation to act in the best interest of its clients. The investment firm may not
provide incentives to its employees for recommending to a retail client a specific financial
instrument, where the investment firm may offer another financial instrument which more closely
meets the needs of the client.

(3) The investment firm shall inform the client about the procedure and the manner in
which the client will receive a fee, commission, a monetary or non-monetary benefit, where the
investment firm has received such in relation to an investment or ancillary service for the client.

Requirements for the provision of an investment service with another service or product

Article 74. (1) Where an investment service is provided together with another service or
product as part of a package or as a condition on the same contract or package, the investment
firm shall inform the client whether it is possible to buy individual parts separately and shall
submit information on the costs and fees for each part separately.

(2) Where there is a likelihood that the risks arising from the provision of the service with
any other service or product as part of a package or as a condition on the same contract or
package offered to a retail client are different from the risks associated with individual parts, the
investment firm shall provide an appropriate description of the individual parts and the way in
which their interaction affects the risks.

(3) Additional requirements for cross-selling practices are defined in an ordinance.

Additional requirements

Article 75. Additional requirements for the provision of information by the investment
firm to clients are set out in Delegated Regulation (EU) 2017/565.

Measures for prevention, identification and management of conflicts of interests

Article 76. (1) In the performance of investment services and activities as well as
additional services the investment firm shall take the necessary measures to identify and prevent



or manage conflicts of interests between:

1. the investment firm, including individuals managing the investment firm, persons
working under a contract for him, tied agents or any person directly or indirectly connected with
the investment firm by a control relationship, on the one hand, and its clients, on the other hand,

2. its individual clients.

(2) The investment firm shall furthermore take actions under paragraph 1 in cases where
conflicts of interest may arise as a result of remuneration received by the investment firm in the
case of provision of incentives by third parties or other incentive mechanisms.

(3) Where despite the application of the rules for prevention of conflicts of interest still
there is a risk for the interests of the client, the investment firm may not conduct activity on
behalf of a client, if it has not informed the client of the general nature and/or the sources of
potential conflicts of interest and the measures taken to limit the risk for the interests of the client.

(4) For the purposes of paragraph 3 the investment firm shall provide sufficient details in a
durable medium to each single client to enable him to make an informed decision about the
service in respect of which a conflict of interest has arisen.

(5) Additional measures and criteria for prevention, identification and management of
potential conflicts of interest in relation to the provision of different types of investment services
are set out in Delegated Regulation (EU) 2017/565.

Section 11
Assessment for relevance and suitability. Provision of
information to clients

Requirements for knowledge and competence
Article 77. (1) An investment firm shall ensure that the persons providing investment
advice to the client or information about financial instruments, as well as investment or additional
services on behalf of the investment firm possess the necessary knowledge and competence to
carry out their duties under Articles 70 — 75 and Articles 78 — 81.

(2) The services referred to in Article 6, paragraph 2, items 4 and 5 may only be provided
through investment advisors, and the services and activities under Article 6, paragraph 2, item 2,
and the activities under Article 6, paragraph 2, item 3 may be provided only through brokers in
financial instruments.

(3) The requirements to be met by the persons referred to in paragraph 2, as well as the
terms and procedures for the acquisition, recognition and withdrawal of legal capacity of an
investment adviser and broker of financial instruments are laid down in an ordinance.

(4) The investment firm shall periodically evaluate the knowledge and competence of the
persons referred to in paragraph 1 on the basis of the criteria laid down in the ordinance referred
to in paragraph 3.

Score for relevance

Article 78. (1) When providing services under Article 6, paragraph 2, items 4 and 5 the
investment firm shall require from the client or the potential client information about his
knowledge and experience about the services under Article 6, paragraph 2, items 4 and 5, his
financial position and capacity to suffer losses, and his investment purposes, including the
acceptable level of risk.

(2) On the basis of the information referred to in paragraph 1 the investment firm shall
carry out an assessment of the relevance, including on whether the financial instruments which



are the subject of investment advice correspond to the client’s acceptable level of risk and his
ability to suffer losses.

(3) The investment firm may not perform the services under Article 6, paragraph 2, items 4
and 5 for a client who has not submitted the information under paragraph 1.

(4) Where an investment firm provides investment advice with a recommendation for sale
of a package of services or products according to Article 74, each individual part, as well as the
overall package must be suitable for the client.

(5) When providing investment advice to a client the investment firm, before the executing
the order resulting from the investment advice, shall provide to the client, in a durable medium, a
notification of whether the advice corresponds to the preferences, needs and other features of the
retail client.

(6) Upon the provision of investment advice for the purchase or sale of a financial
instrument where the transaction is concluded by means of distance communication which
prevents the prior presentation of the notification under paragraph 5, the investment firm may
provide it immediately after the conclusion of the transaction, provided that the following two
conditions are met:

1. the investment firm has provided the client with the possibility to postpone the
transaction in order to obtain in advance the notification of compliance, and

2. the client has given his consent to the receipt of the notification under paragraph 5
promptly after the conclusion of the transaction.

(7) Where an investment firm provides a portfolio management service or has informed the
client that it will carry out periodic evaluation, the periodic report shall contain an updated
statement and justification of the way the investment complies with the preferences, needs and
other characteristics of the retail client.

Assessment of suitability

Article 79. (1) In the provision of investment services other than those referred to in
Article 6, paragraph 2, items 4 and 5, the investment firm shall demand from the client or the
potential client information about his knowledge and experience in relation to the investment
services relating to the specific type of product or service offered or demanded, so that the
investment firm shall be able to assess whether the investment service or product envisaged is
suitable for the client.

(2) Where an investment firm provides a sale of a package of services or products
according to Article 74, it shall assess whether the package as a whole is suitable for the client.

(3) If on the basis of the information received under paragraph 1 the investment firm
assesses that the product or service is not suitable, it shall warn the client or the potential client
thereof in writing. The warning may be made in a standardised format.

(4) If the client or the potential client does not provide the information under paragraph 1 or
provides insufficient information about his knowledge and experience, the investment firm shall
warn the client or the potential client in writing that it cannot determine whether the investment
service or product is suitable for him. The warning may be made in a standardised format.

(5) The investment firm providing investment services under Article 6, paragraph 2, item 1
and/or 2 with or without additional services, may provide such services without receiving from
the client the information under paragraph 1 or without conducting the assessment of suitability,
where the following conditions apply simultaneously:

1. the subject of the services shall be the following financial instruments:

a) shares admitted to trading on a regulated market or on an equivalent market in a third
country, or in an MTF, where these are shares of companies, with the exception of shares of



undertakings other than collective investment schemes, and shares including a derivative
instrument;

b) bonds or other forms of securitised debt, admitted to trading on a regulated market or an
equivalent market in a third country, or in an MTF, with the exception of those bonds or other
forms of securitised debt with an embedded derivative instrument or having a structure inhibiting
the client to understand the risk involved;

c) money market instruments, with the exception of those with an embedded derivative
instrument or having a structure inhibiting the client to understand the risk involved;

d) shares or units of collective investment schemes, with the exception of structured
collective investment undertakings referred to in Article 36, paragraph 1, second subparagraph of
Regulation (EU) No. 583/2010;

e) structured deposits, with the exception of those having a structure inhibiting the client to
understand the risk for the return or the costs of an early exit from the investment;

f) other simple financial instruments, similar to those in "a" — "e";

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

3. the client or the potential client has been notified in writing that the investment firm will
not make assessment for suitability, and the notification may be in a standardised format;

4. the investment firm complies with the requirements of Article 76.

(6) Paragraph 5 shall not apply in the cases of granting of credits or loans under Article 6,
paragraph 3, item 2, other than existing credit limits of loans, current accounts and client
overdrafts.

(7) For the purposes of paragraph 5, item 1, the market of a third country shall be
considered equivalent to a regulated market, where the European Commission has taken a
decision on equivalence in compliance with the requirements and procedure laid down in Article
25, paragraph 4, sub-paragraphs 3 and 4 of Directive 2014/65/EU.

(8) The Financial Supervision Commission may make a request to the European
Commission for the adoption of a decision on equivalence under paragraph 7. The request shall
state the reasons why the Commission considers that the legal and supervisory framework of the
third country concerned are considered to be equivalent, and shall present information thereon.

(9) Within the meaning of paragraph 8, the legal and supervisory framework of a third
country shall be considered as equivalent, if it meets the following conditions:

1. the markets are subject to a licensing regime and effective current supervision;

2. the markets have clear and transparent rules for the admission of securities to trading, so
that the securities are traded in a proper, orderly and efficient manner and are freely transferable;

3. the issuers of securities are required to submit periodic and current information so as to
ensure a high level of investor protection;

4. transparency and integrity of the market are ensured through measures for prevention of
market abuse in the form of insider dealing and market manipulation.

Exceptions

Article 80. The requirements of Articles 77, 78, 79 and 82 shall not apply in respect of an
investment service provided to a consumer in connection with mortgage bonds linked to a credit
agreement for a residential property made to the same consumer who is subject to the provisions
for assessment of the creditworthiness of consumers as referred to in Directive 2014/17/EU of the
European Parliament and of the Council of 4 February 2014 on credit agreements for consumers
relating to residential immovable property and amending Directives 2008/48/EC and 2013/36/EU
and Regulation (EU) No. 1093/2010 (OJ, L 60/34 of 28 February 2014). The mortgage bonds
under the first sentence shall be issued specifically to ensure the financing of the credit agreement



for residential property and shall have the same conditions as the credit agreement in order to
allow the loan to be repaid, refinanced, bought back or repurchased.
Additional requirements
Article 81. Additional requirements for making assessment of the relevance and
suitability, as well as for provision of current and periodic information to the clients of the
investment firm are set out in Delegated Regulation (EU) 2017/565.

Section 111
Agreement. Execution of orders

Agreement. General terms. Tariff
Article 82. (1) The investment firm shall perform the services and activities under Article
6, paragraphs 2 and 3 on behalf of a client based on a written contract therewith. The contract
shall regulate the rights and obligations of the parties, as well as other conditions under which the
investment firm shall provide investment services to the client.

(2) The investment firm shall establish a record of each client, in which it shall keep the
contract under paragraph 1 and all the documents relating to the investment services provided to
the client.

(3) The investment firm may conclude contracts with their clients under general terms and
conditions, which shall contain the basic rights and obligations of the investment firm and the
client under Delegated Regulation (EU) 2017/565. The content of the general terms and
conditions shall be determined on the basis of the services and activities for which a licence has
been obtained, and they may contain the information that the investment firm must provide to
retail clients in accordance with the requirements of this Act.

(4) The investment firm shall include in the general terms and conditions and/or in the
contract with the client information about the ways for reasonable and equitable settlement of
disputes.

(5) The general terms and conditions and/or the contract with the client shall indicate the
procedure, the ways and time limits for settlement of relations with the client upon:

1. an order by the client for payment of funds and/or for transfer of financial instruments
during the validity of the contract;

2. termination of contractual relationships.

(6) Included in the general terms and conditions and/or the contract with the client shall be
the conditions for the transfer of the client financial instruments in a depository institution in
accordance with the rules of the depository institution to a sub-account of client at another person
designated by the client in advance or after the termination of the contractual relationship, within
a time limit set out in the general terms and conditions or in the contract, or to a personal account
of the client, including by opening a new account.

(7) (Amended, SG No. 24/2018, effective 16.02.2018) The investment firm shall notify the
Commission of any change in its general terms and conditions under paragraph 3. Enclosed to the
notification shall be the full wording of the general terms and conditions, as amended and
supplemented at the relevant date, and the minutes of the management body of their adoption.
Where the adopted changes do not meet the requirements herein or the instruments for its
implementation, the Commission on a proposal by the Deputy Chairperson shall have the right to
require removal of the deficiencies, non-conformities and discrepancies established.

(8) The investment firm shall announce in a tariff its standard commission remuneration by
various types of contracts with clients, as well as the type and amount of the costs to the clients, if



they are not included in the remuneration.

(9) The general terms and conditions and the tariff shall be displayed in a visible and easily
accessible place in the premises where the investment firm accepts clients and shall be published
on the website of the investment firm.

(10) Upon conclusion of a contract, the investment firm shall provide the client with the
general terms and conditions and the tariff, and the client shall certify that he has been introduced
to them and accepts them. The accepted general terms and conditions and the tariff shall form an
integral part of the contract concluded between the investment firm and the client.

(11) The investment firm shall publish in a visible place on its website any amendment and
supplement to the general terms and conditions and/or the tariff, containing the information about
the date of their adoption and the date of their entry into force. The publication of the general
terms and conditions/the tariff, as well as the amendments and supplements thereof shall be
carried out within a period of not less than one month before the entry into force of the
amendments and supplements. The investment firm shall include in the contract information
about the manner of adopting amendments and supplements to its applicable terms and conditions
and/or tariff.

(12) In case of disagreement with the amendments and supplements to the general terms
and conditions and/or the tariff, the client may terminate the contract without any notice before
the date of entry into force of the general terms and conditions and/or the tariff without bearing
responsibility for penalties and costs, with the exception of costs relating to the assets held
thereby.

(13) Upon the termination of the contract under paragraph 12 the investment firm shall
settle its relations with the client within 7 days of receipt of the statement of termination.

(14) The additional requirements in connection with the conclusion of the contract shall be
set out in an ordinance.

(15) The provisions of the Obligations and Contracts Act, the Commerce Act and the
Consumer Protection Act shall apply to the general terms and conditions of the investment firm,
unless otherwise provided for herein.

Provision of services through the mediation of another investment firm

Article 83. (1) The investment firm performing investment or other services on behalf of a
client on the order of another firm shall have the right to receive the information about the client
as gathered by the investment firm on whose order the services are performed.

(2) The investment firm on whose order the services under paragraph 1 are performed shall
be responsible for the completeness and correctness of the information provided.

(3) An investment firm performing services under paragraph 1 on the order of another firm
shall have the right to receive and refer to investment advice given to the client by the other firm
in respect of the service or the transaction.

(4) The investment firm whose order services under paragraph 1 are provided shall be
responsible for the relevance of the advices and for the suitability of the recommendations made
to the client.

(5) The investment firm performing services under paragraph 1 in accordance with an order
by another firm, shall be responsible for the execution of the service or the conclusion of the
transaction based on the information and advice received under paragraphs 1 and 3 and in
accordance with the requirements of Part Two, Title One.

Execution of orders under the most favourable conditions for the client

Article 84. (1) When executing client orders, the investment firm shall take all adequate
steps to obtain the best possible result for the client, taking into account the price, the costs, the



speed of execution of the order, the likelihood of execution and settlement, the size, nature, and
any other circumstances relating to the execution of the order. In case of specific instructions by
the client the investment firm shall execute the order following such instructions.

(2) In the execution of an order made by a retail client, the best possible result shall be
determined by the total value of the transaction, including the price of the financial instrument
and the costs for the execution. The costs for the execution shall include all expenses directly
related to the execution of the order, including fees for the execution venue, clearing and
settlement fees, as well as other charges and fees paid to third parties involved in the execution of
the order.

(3) In order to achieve the best possible result in cases where there are more than one
competitive venues for execution of orders relating to financial instruments and for making
assessment and comparison of the results that can be achieved for the retail client upon execution
of the order from each of the execution venues listed in the order execution policy of the firm,
which are suitable for its execution, account shall be taken of the firm's commission and the costs
for the execution of the order for each of the possible execution venues.

(4) The investment firm shall not be entitled to receive a fee, discount or non-monetary
benefit for the transmission of an order to a specific trading venue or for the execution of an order
if in this way violates the requirements of paragraphs 1 — 3, Article 65,paragraph 1, item 7,
Articles 70 — 74, Articles 76 — 82 and Article 99.

(5) Additional requirements for the execution of the client’s order are laid down in Article
64 of Delegated Regulation (EU) 2017/565.

Disclosure of Information

Article 85. (1) The investment firm shall provide to the client reports on the services
provided in a durable medium in accordance with Delegated Regulation (EU) No. 2017/565. The
reports shall include information that is consistent with the type and complexity of the financial
instruments concerned and with the nature of the service provided, as well as information on the
costs associated with the transactions and services undertaken on behalf of the client.

(2) Any trading venue and systematic internaliser shall provide to the public free of charge
on an annual basis and no later than 31 January information about the quality of the execution of
orders in the trading venue and in the venues concluded by the investment firm as a systematic
internaliser, when the subject of these transactions are financial instruments subject to the
obligation for trading under Articles 23 and 28 of Regulation (EU) No. 600/2014.

(3) Any trading venue shall also have the obligation under paragraph 2 in respect of
financial instruments other than those subject to the obligation for trading under Articles 23 and
28 of Regulation (EU) No. 600/2014.

(4) The information referred to in paragraph 2 shall include data about the price, costs,
speed of execution and the probability of execution of individual financial instruments.

(5) The investment firm shall, at the latest within the business day following the day on
which the order is fulfilled, inform the client about the venue of order execution.

(6) An investment firm which executes orders of clients shall summarise and publish
annually by 31 January info5rmation about each class of financial instruments for:

1. the first five venues for execution of orders in terms of volume of transactions, on which
it performed orders of clients during the previous year, and

2. information about the quality of the execution.

(7) The content and format of the information under paragraphs 2 — 4 shall be set out by
Commission Delegated Regulation (EU) 2017/575 of 8 June 2016 supplementing Directive
2014/65/EU of the European Parliament and of the Council on markets in financial instruments



with regard to regulatory technical standards concerning the data to be

published by execution venues on the quality of execution of transactions (OJ, L 87/152 of
31 March 2017), hereinafter referred to as "Delegated Regulation (EU) 2017/575". (7) The
content and format of the information under paragraph 5 shall be set out by Commission
Delegated Regulation (EU) 2017/576 of 8 June 2016 supplementing Directive 2014/65/EU of the
European Parliament and of the Council with regard to regulatory technical standards for the
annual publication by investment firms of information on the identity of execution venues and on
the quality of execution (OJ, L 87/166 of 31 March 2017), hereinafter referred to as "Delegated
Regulation (EU) 2017/576".

(8) The information stored by the investment firm about the transactions concluded in
financial instruments on behalf of a client shall contain at least details about the identity of the
client and of the measures taken in performance of the Measures Against Money Laundering Act
and the Measures Against Financing of Terrorism Act.

Policy on execution of client orders

Article 86. (1) The investment firm shall adopt and apply in its operations a policy on
execution of client orders. The policy shall contain rules for the execution of the orders, which
shall provide for the best execution of client orders in accordance with Article 84, paragraphs 1 —
3.

(2) The policy under paragraph 1 shall include in respect of each class of financial
instrument information about the execution venues of client orders, advantages and disadvantages
of individual execution venues (according to volume, price and execution costs) and about the
venues on which the firm can achieve the best execution. Included in the policy shall be at least
the execution venues which allow the investment firm to receive continuously the best possible
results for the execution of its client orders.

(3) The investment firm shall provide its clients with appropriate information in writing
about its policy under paragraph 1. The information shall clearly indicate in detail and intelligibly
for the client the manner in which the investment firm will execute the orders of the client.

(4) The investment firm may not execute orders on behalf of clients if they have not
granted their prior consent on the policy under paragraph 1.

(5) The investment firm shall execute client orders in accordance with the policy under
paragraph 1 and shall inform promptly the client of any changes in such policy. Paragraphs 3 and
4 shall apply mutatis mutandis.

(6) Where the policy under paragraph 1 provides for the possibility that client orders may
be executed outside a trading venue, orders may be executed this way provided that the clients of
the investment firm have been informed in advance thereof and have given their express consent
therefor. The consent referred to in the first sentence may be general or in respect of individual
transactions.

(7) The investment firm shall monitor the effectiveness of the policy under paragraph 1 and
in case of deficiencies it shall remove them. The investment firm shall check whether the
execution venues included in the policy under paragraph 1 provide for the best possible result of
the client order and whether changes are required in accordance with the terms and procedure of
Delegated Regulation (EU) 2017/565.

(8) At the request of a client or the Deputy Chairperson the investment firm shall
demonstrate at any time that it has executed the orders in accordance with the policy under
paragraph 1.

(9) Additional requirements to the policy under paragraph 1 are laid down in Delegated
Regulation (EU) 2017/565.



Rules and procedures for processing of client orders
Article 87. (1) An investment firm which performs investment services under Article 6,

paragraph 2, item 2 shall adopt and apply in its activity rules and procedures that provide for
immediate, fair and accurate execution of client orders, including observance of the order of
receipt of identical orders.

(2) Additional requirements to the rules and procedures under paragraph 1 are laid down in
Delegated Regulation (EU) 2017/565.

Publication of an outstanding limited client order

Article 88. (1) Where a limited client order in respect of shares admitted to trading on a
regulated market or traded elsewhere is not executed immediately in the current market
conditions, the investment firm shall take measures, unless the client expressly gives another
instruction, for as quick as possible execution of such order and shall disclose publicly the client
order in accordance with Article 70 of Delegated Regulation (EU) 2017/565.

(2) The Financial Supervision Commission, at the proposal of the Deputy Chairperson, may
by a decision to exempt investment firms from the obligation for public disclosure of limited
orders under paragraph 1, when the order made is of large volume as compared to the normal
market size set out in Article 4 of Regulation (EU) No. 600/2014.

(3) The procedure for exemption under paragraph 2 shall be determined in an ordinance.

Eligible counterparties

Article 89. (1) An investment firm performing investment services under Article 6,
paragraph 2, items 1, 2 and 3 may conclude transactions with eligible counterparties without
being obliged to comply with the requirements of Article 70, Article 71, paragraph 1, Articles 72,
73, 74, 77, 78, 82, 84, 85, 86 and Article 87 in respect of specific orders or in respect of any
relevant additional service directly related to those transactions.

(2) An eligible counterparty shall be an investment firm, credit institution, insurance
company, a collective investment scheme, a management company, a pension insurance
company, a pension fund, other financial institutions, which have license or are governed by the
laws of the European Union and of the Member States, the national governments, public bodies
that manage public debt, central banks and international institutions, as well as such persons from
third countries in respect of which requirements equivalent to the requirements of the laws of the
European Union apply.

(3) As eligible counterparties may also be considered other persons meeting the
requirements set out in Article 71 of Delegated Regulation (EU) 2017/565, including persons
from third countries.

(4) In case of an order of a client who is a person of another jurisdiction, an investment
firm shall take into account whether the client is defined as an eligible counterparty under the
legislation of the state in which the client is established.

(5) Any person defined as an eligible counterparty hereunder may request expressly not to
be treated as such party in general or in respect of an individual transaction.

(6) In the conclusion of a transaction with or for an eligible counterparty under paragraphs
3 and 4 the investment firm shall have the express confirmation of the person that he agrees to be
treated as an eligible counterparty.

(7) In the conclusion of transactions with or eligible counterparties, the investment firm
shall comply with the requirements of Article 71 of Delegated Regulation (EU) 2017/565.

Section IV
Protection of commercial secret



Obligation to protect commercial secret
Article 90. (1) In performing its activity the investment firm shall keep the commercial
secret of its clients and their business reputation.

(2) The members of the management and supervisory bodies of the investment firm and the
employees working under employment contract for it may not may disclose, unless authorised
therefor, and use to their own benefit or to the benefit of any other persons any facts and
circumstances regarding the balances and accounts for the operations in the financial instruments
and funds held for clients of the investment firm, or any other facts and circumstances
constituting commercial secret, which may have come to the knowledge thereof in the
performance of the official and professional duties thereof.

(3) All persons under paragraph 2, upon assumption of position or commencing activity for
the investment firm, shall sign a confidentiality declaration to safeguard the secret under
paragraph 2.

(4) The provision of paragraph 2 shall furthermore apply to the cases where the said
persons are off duty or have been suspended.

Disclosure of commercial secret

Article 91. (1) Except to the Commission, to the Deputy Chairperson and empowered
officials of the administration of the Commission for the purposes of their supervisory activity
and within the framework of the order for inspection, and on the regulated market of which it is a
member, the investment firm may give details under Article 90, paragraph 2 only:

1. with the consent of the client thereof;

2. in accordance with Title Two, Chapter Sixteen, Section Illa of the Tax and Social
Insurance Procedure Code, or

3. in pursuance of a judgment rendered under the terms and procedure of paragraphs 2 and
3.

(2) Any court of law may order disclosure of the details covered under Article 90,
paragraph 2 on the request of:

1. a public prosecutor, should there be reason to believe that a criminal offence has been
committed,;

2. the minister of finance or a person authorised thereby, in the cases referred to in Article
143, paragraph 4 of the Tax and Social Insurance Procedure Code;

3. the director of the territorial directorate of the National Revenue Agency where:

a) should it be proven that the person inspected has frustrated the conduct of an audit or
inspection or has failed to keep accounts as required, or that there are material deficiencies in the
said accounts;

b) a competent public authority has established by a written statement the occurrence of a
fortuitous event which has led to the destruction of the accounting records of the person
inspected;

4. the Commission for Counter-Corruption and Unlawfully Acquired Assets Forfeiture and
the directors of the territorial directorates thereof;

5. the director of the Public Financial Inspection Agency, where a public financial
inspection agency officer has established by a written statement that:

a) the management of the organization or person inspected frustrates the conduct of a
financial inspection;

b) the organization or person inspected fails to keep accounts as required, or the said
accounts are deficient or false;



c) there is reason to believe that a deficiency has occurred or a criminal offence has been
committed;

d) bank accounts must be distrained in order to secure any claims ascertained by the
financial inspection;

e) a public authority has established by a written statement the occurrence of a fortuitous
event which has led to the destruction of accounting records of the organisation or person
inspected;

6. (amended, SG No. 98/2018, effective 7.01.2019) the Director of the Customs Agency
and the directors of the territorial directorates in the Customs Agency, where:

a) it has been established by a written statement drawn up by the customs authorities that
the person inspected has frustrated the conduct of a customs inspection and has failed to keep the
required records, or the said records are deficient or false;

b) any customs violations have been established by a written statement drawn up by the
customs authorities;

c) bank accounts must be distrained to secure any claims ascertained by the customs
authorities and collectible thereby, as well as to secure the payment of fines, legal interest and
other such;

d) a competent public authority has established by a written statement the occurrence of a
fortuitous event which has led to the destruction of the accounting records of the entity inspected
by the customs authorities;

7. the director of the National Police Directorate General or the director of the regional
directorate of the Ministry of Interior, for the purposes of investigation under instituted criminal
proceedings;

8. the Chairperson of the State Agency for National Security or an official duly authorised
thereby where this is necessary for national security protection;

9. the executive director of the National Revenue Agency or an official authorised thereby,
in the cases under Article 143f, paragraph 6 of the Tax and Social Insurance Procedure Code.

(3) The regional judge shall rule on the request in camera by a reasoned judgment within 24
hours after filing of the said request, setting a time limit for disclosure of the information covered
under Article 90, paragraph 2. Any such judgment of the court shall be unappealable.

(4) The investment firm shall provide the director of the National Investigation Service, the
Chairperson of the State Agency for National Security or the Secretary General of the Ministry of
Interior with information regarding balances and movements in the accounts of the companies
with over 50 per cent state and/or municipal participation.

(5) Upon available details about organised criminal activity or money laundering the
prosecutor general or a deputy authorised thereby may require from investment firms to provide
the particulars under Article 90, paragraph 2.

(6) In addition to the cases referred to in paragraphs 1 — 5, the investment firm shall provide
information on financial instruments and monetary funds of clients to receivers appointed by the
Court for the purposes of performing their duties in insolvency proceedings, and to the resolution
bodies under the Recovery and Resolution of Credit Institutions and Investment Firms Act. The
information that may be provided for in accordance with the first sentence shall be determined in
an ordinance.

Section V
Keeping of client assets



Keeping of client assets. Restrictions on use of client assets
Article 92. (1) An investment firm holding financial instruments and monetary funds of
clients shall take measures to protect the rights of ownership in such assets of their clients.

(2) The investment firm shall separate its financial instruments and funds from those of its
clients. The investment firm shall not be liable to its creditors with the financial instruments and
funds of its clients. No enforcement on the cash and the financial instruments of clients shall be
allowed for obligations of the investment firm.

(3) The investment firm may not use financial instruments of its clients for its own account,
for the account of its other clients or for the account of nay other person, except with the express
consent of the client and under conditions laid down in an ordinance.

(4) The investment firm may not use for own account monetary funds of clients, except
with the express consent of the client. The requirement in the first sentence shall not apply to
bank investment firms.

(5) Invalid in respect of a client shall be any set-off, any established collateral, as well as
any other actions undertaken in respect of his financial instruments and/or monetary funds as a
result of which a third party acquires the right to dispose of the financial instruments and/or the
monetary funds of the client to meet a claim which is not associated with the client or with the
services provided by the investment firm to the client. The first sentence shall not apply in cases
where such actions result from the applicable legislation in a third country where the financial
instruments and/or monetary funds of the client are held.

Keeping monetary funds of clients

Article 93. (1) The investment firm shall deposit the monetary funds of its clients at:

1. a central bank;

2. a credit institution licensed to carry on business in accordance with the Credit
Institutions Act and in accordance with the requirements of Directive 2013/36/EU;

3. a credit institution licensed in a third country;

4. a qualified money market fund.

(2) The requirement under paragraph 1 shall not apply to bank investment firms, in
connection with deposits within the meaning of the Credit Institutions Act, pet therewith.

(3) The investment firm may deposit the monetary funds of its clients at persons under
paragraph 1 which are related thereto, under the terms and procedure set out in an ordinance.

(4) When a credit institution under paragraph 1, item 2 or 3 carries on activity in the
territory of the Republic of Bulgaria, the investment firm shall keep the monetary of funds in
individual client accounts or client accounts to the account of the investment firm.

(5) Other requirements for the terms and procedure for keeping monetary funds of clients
shall be determined in an ordinance.

Keeping client financial instruments

Article 94. (1) The investment firm shall keep the financial instruments of its clients in a
depositary institution on client accounts to the account of the investment firm or on accounts
opened to the account of a third party.

(2) Other requirements for the terms and procedure for keeping of financial instruments of
clients shall be determined in an ordinance.

Restrictions on the establishment of financial collateral

Article 95. (1) The investment firm may not conclude with retail clients financial
collateral contracts with transfer of ownership in the collateral in order to secure current, future,
defined, contingent or expected obligations of the client.

(2) Other requirements for the terms and procedure for establishing financial collaterals



shall be determined in an ordinance.

Section VI
Methods of receiving client orders. Recordings of telephone
conversations and electronic communications

Methods of receiving client orders
Article 96. (1) Reception and initiation by the investment firm of phone calls and

communications or conversations or of calls and communications via electronic means of
communication, which concern the conclusion of transactions for own account or where the
receipt, transmission and execution of orders of clients shall be carried out by technical means
and equipment designated for that purpose by the investment firm and/or made available to the
relevant employees or other individuals engaged in these actions for investment firm.

(2) The investment firm shall take the necessary measures in order to prevent the receipt
and initiation of telephone calls and electronic communications under paragraph 1 through the
use of technical means and equipment, other than those laid down for that purpose by the
investment firm.

(3) The investment firm shall notify its clients that the telephone calls and electronic
communications via them under paragraph 1 will be recorded. The obligation laid down in the
first sentence shall be deemed to be fulfilled where the investment firm has notified the client
one-off before the start of provision of investment services. An investment firm that fails to meet
the requirement in the first sentence, shall not have the right to perform investment services and
activities by means of telephone or other communications in accordance with paragraph 1,
relating to reception, transmission and enforcement of client orders.

(4) client orders may be submitted by the clients to the investment firm also by means other
than those referred to under paragraph 1, provided that they are made in a durable medium or are
documented in a durable medium, when they are submitted in the presence of the client. Orders
under the first sentence shall be considered equivalent to the orders made pursuant to paragraph
1.

Records of telephone calls and electronic communications

Article 97. (1) The investment firm shall establish and keep records of all phone calls and
communications or conversations and messages via electronic means of communication, which
concern the conclusion of transactions for own account or the receipt, transmission and execution
of client orders, regardless of whether the transaction is concluded.

(2) The documents and records made under paragraph 1 and Article 96, paragraph 3 shall
be made available to the client upon request and shall be stored by the investment firm for a
period of not less than 5 years of creation thereof. The Deputy Chairperson may determine under
Article 276 a longer period for the storage of documents and records, which may not be longer
than 7 years since their creation.

Application of the requirements to branches of investment firms

Article 98. The requirements under Articles 96 and 97 shall also apply to branches of
investment firms operating on the territory of the Republic of Bulgaria, for the transactions and
operations carried out through the branches.

Section VII
Creation and offering of financial instruments



Internal organisation in the creation of financial instruments

Article 99. (1) An investment firm which issues, develops or otherwise creates financial
instruments for the purpose of selling them to final clients shall implement and support processes
and internal organisational mechanisms for the approval of any new financial instrument or a
significant change in an existing financial instrument before offering it for sale to clients.

(2) Subject to approval under paragraph 1 shall be the designation of the target group of
final clients within the respective category of clients for each financial instrument, as well as the
assessment of all relevant risks for that target group and the strategy for distribution of these
financial instruments, which shall be consistent with the characteristics of the target client group.

(3) The financial instruments created by an investment firm shall be subject to periodic
review in order to establish newly emerging circumstances that could have a significant impact
on potential risks for the clients of the target group. The investment firm shall make assessment
of whether the financial instrument continues to meet the needs of the target group of clients, and
whether the specified dissemination strategy is adequate.

(4) The investment firm shall provide to any person who distributes financial instruments
created thereby, the whole relevant information on financial instruments and on the process of
approval under paragraph 1, including the designated target group of clients for the given
financial instrument.

Offering of financial instruments created by third parties

Article 100. When the investment firm offers or recommends financial instruments which
have not been created thereby, it shall take all the necessary measures to obtain the appropriate
information under Article 99, paragraph 4 and shall be duly acquainted with the characteristics of
the financial instrument and with the designated target client group for that instrument.

Other requirements

Article 101. Other requirements in connection with the creation and distribution of
financial instruments shall be laid down in an ordinance.

Chapter Eight
TRADING SYSTEMS

Section |
Requirements for algorithmic trading

Requirements for trading systems

Article 102. (1) An investment firm performing algorithmic trading shall have effective
systems and mechanisms for risk control in accordance with its activity to ensure that its trading
systems:

1. are steady and have the necessary capacity;

2. have in place certain appropriate thresholds and limits for trade;

3. do not allow submission of false orders or otherwise do not allow interference in the
functioning of the market;

4. may not be used for purposes which are contrary to Regulation (EU) No. 596/2014 or to
the rules of the relevant trading venue with which they are associated.

(2) The investment firm shall adopt and implement effective rules to ensure the continuity
of activities in case of collapse of its trading systems. The investment firm shall perform full



testing and appropriate monitoring of its trading systems in order to comply with the
requirements of this Article.

Notification to the competent authority

Article 103. (1) An investment firm based in the Republic of Bulgaria, which intends to
carry out algorithmic tradinge in another Member State, shall notify in advance the Commission
and the competent authority of the trading venue where the investment firm will carry out
algorithmic trading in its capacity as a member or a participant in the trading venue.

(2) An investment firm of a Member State, which intends to carry out algorithmic trading
in a trading venue in the Republic of Bulgaria, shall notify in advance the Commission and the
competent authority of its Member State of origin.

(3) In the cases referred to in paragraphs 1 and 2, the prior notification to the Commission
shall contain the following information:

1. a description of the nature of algorithmic trading strategies;

2. data on the parameters or limits for trading embedded in the trading system;

3. data on the main risk control mechanisms and for compliance with the requirements
under Article 102, and

4. detailed information about the tests conducted of the systems of the investment firm.

(4) The Financial Supervision Commission may require from the investment firm under
paragraph 1 to regularly or occasionally provide the information under paragraph 3, and at any
time to request from it additional information about its algorithmic trading and the systems used
to that end.

(5) At the request of the competent authority of the trading venue in which the investment
firm from the Republic of Bulgaria performs algorithmic trading in its capacity as a member or a
participant in the trading venue, the Commission shall make available the information referred to
in paragraphs 3 and 4, received from the investment firm engaged in algorithmic trading.

Storage of information on algorithmic trading

Article 104. (1) The investment firm shall store all the information relevant to the
fulfilment of the requirements under Article 103, which is necessary to verify compliance with
the requirements of the law.

(2) An investment firm applying a high-frequency method for algorithmic trading shall
store in a format determined by Commission Delegated Regulation (EU) 2017/589 of 19 July
2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council with
regard to regulatory technical standards specifying the organisational requirements of investment
firms engaged in algorithmic trading (OJ, L 87/417 of 31 March 2017), hereinafter referred to as
"Delegated Regulation (EU) 2017 /589", accurate information in chronological order on all
submitted orders, including the cancellation of order, on executed orders and quotations in the
trading venues.

(3) The investment firm shall provide, at the request of the Deputy Chairperson, the
information under paragraphs 1 and 2.

Algorithmic trading following a market-making strategy

Article 105. (1) An investment firm performing algorithmic trading following a
market-making strategy shall meet the following requirements:

1. shall act as a market-maker continuously during a certain interval of business hours in
the trading venue (except in exceptional circumstances) to ensure regular and foreseeable
liquidity in that trading venue;

2. shall have concluded a contract with the trading venue, stating at least its obligations
under item 1, and



3. shall have effective control systems and mechanisms in place to ensure that it meets its
obligations at any time under the contract referred to in item 2.

(2) For the purposes of this section, the investment firm shall follow a market-making
strategy, when in its capacity as a member or as a participant in one or more trading venues in
transactions for its own account simultaneously announces fixed "buy" and "sell" quotations for a
comparable volume and at competitive prices for financial instruments in one or more trading
venues, thereby providing a regular and constant liquidity to the market.

(3) Other requirements relating to the obligation of the investment firm to conclude a
contract under paragraph 1, item 2 wit the trading venue, the content of the contract, the cases
where the trading venue is required to apply a market-making scheme, as well as the cases where
exceptional circumstances under paragraph 1 exist are set out in Commission Delegated
Regulation (EU) 2017/578 of 13 June 2016 supplementing Directive 2014/65/EU of the
European Parliament and of the Council on markets in financial instruments with regard to
regulatory technical standards specifying the requirements on market making agreements and
schemes (0OJ, L 87/183 of 31 March 2017), hereinafter referred to as "Delegated Regulation (U)
2017/578".

Obligations in providing direct electronic access to a trading venue

Article 106. (1) An investment firm which provides direct electronic access to a trading
venue shall have effective control systems and mechanisms in place to ensure compliance with
the following requirements:

1. assessment and regular review of the assessment of the clients is made to find out
whether the service is relevant and suitable for them;

2. clients using the service may not exceed the corresponding preset thresholds for trading
and credit limits;

3. the investment firm shall duly monitor the trading effected by the clients using the
service;

4. the risk control mechanisms shall not allow execution of transactions that may pose risks
to the investment firm, cause disturbances in the functioning of the market, or of transactions that
are contrary to Regulation (EU) No. 596/2014 or to the rules of the trading venue.

(2) An investment firm failing to meet one or more of its obligations under paragraph 1
may not provide direct electronic access to a trading venue.

(3) The investment firm shall be responsible for the compliance with the legal requirements
and the rules of the relevant trading venue by the clients to whom it provides the service for the
provision of direct electronic access to the a trading venue. The investment firm shall monitor the
transactions closed by such clients in order to establish violations of the requirements under the
first sentence, any unauthorised trade or conduct which could involve market abuse and shall
notify the Commission thereof.

(4) The investment firm shall provide direct electronic access of the client to the trading
venue on the basis of a written contract. The contract shall establish the main rights and
obligations in relation to the provision of the service, as well as the condition that the investment
firm shall be responsible for the client’s compliance with the legal requirements and with the
rules of the trading venue.

(5) The investment firm providing direct electronic access to a trading venue shall inform
the Commission thereof within three days from the granting of access, as well as the competent
authority of the trading venue to which the firm provides direct electronic access. With the
notification referred to in the first sentence, the investment firm shall provide the Commission
with a description of the systems and control mechanisms under paragraph 1, as well as evidence



of their implementation. The description and evidence under the second sentence shall be made
available to the Commission on any subsequent change in systems and control mechanisms under
paragraph 1 within three days of the change.

(6) At the request of the competent authority of the trading venue to which the investment
firm provides direct electronic access, the Commission shall submit the information referred to in
paragraph 5.

(7) The investment firm shall store all the information necessary to establish compliance
with the requirements of this Article, under the conditions and within the time limits laid down in
Delegated Regulation (EU) 2017/589.

Obligations in providing a clearing service

Article 107. (1) An investment firm which acts as the main clearing member for others,
shall apply effective systems and control mechanisms which ensure the provision of the clearing
service only to persons for whom the service is suitable and who meet certain criteria and
requirements set in advance by the investment firm in order to limit the risks for the investment
firm and the market.

(2) The investment firm under paragraph 1 shall conclude a written contract with the
persons to whom it provides the clearing service, stipulating the rights and obligations for the
provision of the service.

Other requirements in connection with algorithmic trading

Article 108. Other requirements to the internal organisation of the activities of the
investment firm in algorithmic trading, including high-frequency algorithmic trading, in
providing direct access to a trading venue, requirements for sponsored access to trading venue, as
well as in providing the clearing service shall be determined with the Delegated Regulation (EU)
No. 2017/589 and Commission Delegated Regulation (EU) 2017/584 of 14 July 2016
supplementing Directive 2014/65/EU of the European Parliament and of the Council with regard
to regulatory technical standards specifying organisational requirements of trading venues (OJ, L
87/350 of 31 March 2017), hereinafter referred to as "Delegated Regulation (EU) 2017/584".

Section 11
Trading and completion of transactions on MTF and OTF

Additional organisational requirements
Article 109. (1) An investment firm that organises an MTF or OTF, in addition to the
requirements under Article 65, Article 69, Articles 92 — 98 shall adopt and apply clear rules and
procedures to ensure fair and proper trading, and shall set and apply objective criteria for the
efficient execution of the orders.

(2) The investment firm under paragraph 1 shall meet the following requirements:

1. shall create conditions for proper management of the technical operations of the trading
system, including adoption and implementation of a plan for the continuity of trading in order to
manage the risks of failure in the system;

2. shall adopt clear rules, setting out the criteria to be met by the financial instruments to be
traded on an MTF or OTF organised thereby;

3. shall take the necessary measures to ensure access to the publicly available information,
when such information is available and which is necessary for making informed investment
decision by participants in the trading system, according to the type of the participants and the
financial instruments traded through the system;

4. shall adopt and apply clear and non-discriminatory rules, based on objective criteria,



governing the access to the trading system and which shall be made available on its website;

5. shall take measures to establish and manage the potential adverse consequences for the
functioning of an MTF or OTF or for the members, participants or users of the trading system,
arising from conflicts of interest between the interests of the MTF or OTF, their holders or the
investment firm organising the MTF or the OTF, and the proper functioning of the MTF or the
OTF;

6. shall comply with the requirements of Articles 170 — 179, for the purpose of which it has
taken the necessary measures and has created and maintains the necessary effective systems,
procedures and mechanisms;

7. shall ensure the presence of at least three actually active members or users of MTF or
OTF, and each of them may interact with the others in relation to the setting of the price of the
traded financial instruments.

(3) Where transferable securities admitted to trading on a regulated market are also traded
on MTFs or OTFs without the issuer’s consent, the issuer may not be required to disclose
initially, subsequently or accidentally information relating to the trading on the respective MTF
or OTF.

Obligations in relation to the settlement of closed transactions

Article 110. (1) The investment firm shall clearly inform the members or participants of
MTF or OTF organised thereby of their responsibility for the settlement of the transactions
executed via the trading system.

(2) The investment firm shall take the necessary measures to facilitate the settlement of the
transactions concluded via the MTF or OTF organised thereby.

Provision of information on MTF and OTF

Article 111. (1) Upon submission of a request for the granting a licence for the operation
of MTF or OTF, and at the request of the Deputy Chairperson, the investment firm operating the
MTF or OTF shall submit to the Commission:

1. a detailed description of the operation of the MTF or OFT, including information about
any connection to or participation in a regulated market, another MTF, OTF or a systematic
internaliser, owned by the same investment firm;

2. a list of the members, participants and/or users of the MTF or OTF.

(2) The Financial Supervision Commission shall notify ESMA of each licence granted for
the operation of MTF or OTF.

(3) The investment firm shall notify the Commission of any change in the circumstances
under paragraph 1.

(4) The Financial Supervision Commission shall provide the information under paragraphs
1 and 3 to ESMA, upon request.

(5) The content and format of the information referred to in paragraph 1, and the
notification under paragraph 3 shall be determined by Implementing Regulation (EU) 2016/824.

(6) The Financial Supervision Commission, upon request, shall provide the Minister of
Finance with information about the transactions in government securities concluded on a trading
venue.

Section 111
Specific requirements for MTFs

Specific requirements
Article 112. (1) An investment firm operating an MTF, in addition to the requirements



under Article 65, Article 69, Articles 92 — 98 and Articles 109 — 111 shall meet the following
requirements:

1. shall adopt and apply the rules for access to the system for trading on an MTF under
Article 109, paragraph 2, item 4, which comply with the requirements under Article 183,
paragraph 1;

2. shall adopt and apply non-discretionary rules for execution of orders through the trading
system, which do not allow for discretion on the part of the investment firm how to meet orders
and as a result of the meeting a transaction is concluded in accordance with the rules of the MTF;

3. shall have the necessary resources to manage the risks to which the MTF is exposed, and
shall implement appropriate measures and systems to identify and limit all significant risks to its
operation;

4. shall apply effective measures to facilitate the smooth and timely completion of
transactions which are executed through the MTF systems, and

5. shall have at any time sufficient financial resources for the proper functioning of the
trading system in accordance with the nature and scope of the transactions concluded on the
MTF, and the risks to which it is exposed.

(2) The requirements of Articles 70 — 74, Articles 77 — 80, Article 82, Article 84, Article
85, paragraph 5 and Articles 86 — 88 shall not apply to transactions closed on an MTF in
accordance with the rules of the system, as well as in the relationship between the participants in
the system and between such persons and the operator of the MTF in connection with the use of
the MTF. The participants in the facility shall not be exempt from compliance with the above
requirements in the relations with their clients where they deal on their own account through such
a facility.

(3) An investment firm operating an MTF, when executing orders of clients, may not deal
on its own account, nor may it participate in matched principal trading.

(4) The investment firm under paragraph 1 shall have the right to use a central
counterparty, a clearing house or a settlement system of another Member State in order to provide
clearing and settlement of transactions concluded through the system operated thereby, subject to
a prior approval by the Commission.

(5) For issuance of approval under paragraph 4 an application shall be filed and documents
and particulars shall be enclosed thereto as set out in an ordinance.

(6) The Financial Supervision Commission on a proposal by the Deputy Chairperson shall
issue or shall refuse to issue approval under paragraph 4 within one month from receipt of the
application, and where additional particulars and documents are requested, within one month
from their receipt. Article 18, paragraph 6, second and third sentences shall apply mutatis
mutandis.

(7) The Financial Supervision Commission shall refuse to issue approval, if the action
under paragraph 4 would disturb the functioning of the multilateral trading facility operated by
the investment firm, no fast and efficient settlement is provided or the technical conditions do not
allow proper functioning of the system.

(8) To operate a government securities multilateral trading facility on the territory of the
Republic of Bulgaria a prior approval shall be obtained from the Minister of Finance and from
the Governor of the Bulgarian National Bank of the rules for admission to trading, the criteria for
order execution, the registration and settlement of government securities.

(9) The approval or the refusal of the prior approval referred to in paragraph 8 shall be
issued and submitted to the Commission within one month of receipt of the request by the
Commission.



Section 1V
Specific requirements for OTFs

Restrictions on concluding transactions on own account

Article 113. (1) An investment firm operating an OTF shall take measures to prevent the
conclusion of transactions on its own account in the execution of client orders through the
system, nor on account of persons that are part of the same group or the same legal person as the
investment firm.

(2) The investment firm may engage in trading for its own account, bonds matched
principal trading, structured financial products, emission allowances and derivatives, with the
exception of derivatives that are subject to mandatory clearing under Article 5 of Regulation
(EU) No. 648/2012 of the European Parliament and of the Council of 4 July 2012 on OTC
derivatives, central counterparties and trade repositories (OJ, L 201/1 of 27 July 2012),
hereinafter referred to as "Regulation (EU) No. 648/2012", provided that the client has given
consent to conclude a deal this way. In this case paragraph 1 shall not apply.

(3) (Amended, SG No. 24/2018, effective 16.02.2018) The investment firm operating the
OCT may conclude transactions for own account, other than matched principal trading, when the
transactions have as subject public debt securities for which there is no liquid market in the
meaning of § 1, item 19 of the additional provisions. In this case Paragraphs (1) and (2) shall not
apply.

Restrictions when interacting with systematic internaliser, another OTF and market maker

Article 114. (1) One and the same legal entity may not operate an OTF and carry on
business as a systematic internaliser.

(2) The investment firm shall not allow the OTF operated thereby:

1. to be associated with a systematic internaliser in a way that allows interaction between
the orders submitted in the OTF and the orders and quotations at the systematic internaliser;

2. to be connected with another OTF so that the orders made in the two systems interact.

(3) An investment firm operating an OTF, may conclude a contract with another investment
firm, which shall act as market maker of the OTF operated thereby, provided that the latter is not
a related party to the investment firm operating the OTF.

Execution of orders on a discretionary basis

Article 115. (1) The investment firm operating the OTF shall provide for the execution of
the orders on the OTF at its sole discretion in accordance with paragraphs 2 — 4.

(2) Discretion under paragraph 1 shall be allowed only in one or in both of the following
cases:

1. whether to enter a client-submitted order for execution, and whether to fulfil a request
for withdrawal of an order submitted to the OTF, and/or

2. when it decides not to meet a specific order of a client with other orders available in the
system at a given time, provided that this is in accordance with the specific instructions of the
client and with the requirements of Articles 84 — 86.

(3) With the OCT that meets orders of clients, an investment firm has the right to discretion
whether, when and how to meet two or more orders submitted in the system.

(4) An investment firm operating an OTF via which transactions are concluded in
non-equity securities, including public debt securities, may assist the parties in the conduct of
negotiations leading to the conclusion of a transaction as a result of the match of two or more
potentially compatible interests. The first sentence shall apply in compliance with the



requirements of Articles 84 — 86, Articles 109 — 111, Article 113 and Article 114.

Provision of information about OTF

Article 116. Upon submission of an application for the granting a licence for the operation
of OTF, and at the request of the Deputy Chairperson, the investment firm shall submit the
following information in addition to the information under Article 111:

1. a detailed explanation of why the system does not constitute and may not act as a
regulated market, an MTF or a systematic internaliser;

2. the terms and procedure for the exercise of discretion under Article 115, including the
cases in which an order may be withdrawn, entered in the OTF, and when and how two or more
orders of clients will meet within the OTF;

3. a description of the way in which the investment firm uses principal matching trading in
the operation of the OTF.

Compliance with the requirements for the protection of investors

Article 117. The investment firm shall execute orders of clients through the OTF operated
thereby subject to the requirements under Articles 70 — 74, Articles 77 — 80, Article 82 and
Articles 84 — 88.

Section V
Control on the compliance with the rules of MTF and OTF

Monitoring and control systems and rules
Article 118. (1) The investment firm operating an MTF or OTF shall apply effective

systems, rules and procedures for ongoing monitoring and control on the compliance with its
rules under Article 109, paragraph 2, item 2 by the members and participants in the trading
system.

(2) The investment firm shall monitor and control the orders submitted to the facility,
including the cancelled orders and operations executed by the members, participants or users in
the trading system, in order to establish violations of the rules under Article 109, paragraph 2,
item 2, unlawful trading conditions, actions that may be indicative of prohibited behaviour under
Regulation (EU) No. 596/2014, or a breakdown in the system for trading in a given financial
instrument.

(3) The investment firm shall ensure the necessary resources for the effective functioning
of the monitoring and control systems under paragraph 1.

Notification of violations

Article 119. (1) The investment firm shall notify the Deputy Chairperson immediately, but
no later than the end of the business day, and in compliance with the requirements of Articles 81
and 82 of Delegated Regulation (EU) 2017/565 of the violations found thereby of the rules under
Article 109, paragraph 2, item 2, unlawful trading conditions, actions indicative of prohibited
behaviour under Regulation (EU) No. 596/2014, or a breakdown in the system for trading in a
given financial instrument.

(2) In case of available data of a committed crime related to market abuse, the investment
firm shall immediately inform the Prosecutor's Office.

(3) Upon receipt of information about actions that may indicate prohibited behaviour under
Regulation (EU) No. 596/2014, the Deputy Chairperson shall launch an inquiry not later than the
end of the next business day.

(4) The Financial Supervision Commission shall submit immediately, but no later than the
end of the next business day, the information referred to in paragraph 1 to ESMA and to the



competent authorities of the Member States. In case of information about actions that are
indicative of prohibited behaviour under Regulation (EU) No. 596/2014, the Commission shall
provide the relevant information, if the Deputy Chairperson has established the presence of such
behavior as a result of the enquiry under paragraph 3.

Section VI
Suspension of trading and removal from trading on MTF
and OTF

Suspension of trading in financial instruments and removal of financial instruments from
trading on MTF or OTF

Article 120. (1) The investment firm may suspend or remove from trading a financial
instrument which no longer complies with the rules of the MTF or OTF, unless such suspension
or removal may harm substantially the interests of the investors or the smooth functioning of the
market pursuant to Article 80 of Delegated Regulation (EU) 2017/565.

(2) The investment firm shall also suspend or remove relevant derivatives under Article 4,
paragraphs 4 — 10, which according to Article 1 of Delegated Regulation (EU) 2017/569 of 24
May 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council
with regard to regulatory technical standards for the suspension and removal of financial
instruments from trading (OJ, L 87/122 of 31 March 2017), hereinafter referred to as "Delegated
Regulation (EU) 2017/569", are connected with or refer to the financial instrument referred to in
paragraph 1, if it is necessary for the purposes of the suspension or removal of the underlying
financial instrument.

(3) The investment firm shall publish on its website the decisions to suspend, remove from
trading financial instruments under paragraphs 1 and 2, and for cancellation of the suspension or
removal from trading and shall notify the Commission thereof by the end of the business day and
in compliance with the requirements of Delegated Regulation (EU) 2017/569.

Suspension and removal from trading other trading venues

Article 121. (1) Where the suspension or removal from trading of a financial instrument
and derivative under Article 120 is due to a suspicion of market abuse, is related to a tender offer
or to a violation of the requirements for disclosure of inside information as per Articles 7 and 17
of Regulation (EU) No. 596/2014, the Commission on the proposal of the Deputy Chairperson
shall decide on the suspension or removal from trading of that financial instrument and relevant
derivatives from all trading venues and systems of systemic internalisers operating on the
territory of the Republic of Bulgaria on which such financial instruments have been admitted to
trading, unless the suspension or removal may harm substantially the interests of the investors or
the smooth operation of the market pursuant to Article 80 of Delegated Regulation (EU)
2017/565.

(2)The Financial Supervision Commission shall notify immediately, but not later than the
end of the business day, ESMA and the competent authorities of the Member States of its
decision under paragraph 1, as well as of the subsequent decision of the Commission taken on the
proposal of the Deputy Chairperson e-President, to cancel the suspension or removal from
trading. If the Commission does not decide on a suspension or removal, the notification shall also
state reasons therefor.

(3) When the Commission receives notification from a competent authority of a Member
State to suspend or remove from trading financial instruments due to the presence of the grounds



referred to in paragraph 1, in the event that these financial instruments are traded in a trading
venue or via a systematic internaliser acting in the territory of the Republic of Bulgaria, the
Commission on a proposal of the Deputy Chairperson shall take a decision to suspend or remove
from trading those financial instruments in accordance with paragraph 1. Paragraph 2 shall apply
accordingly.

Section VI
Growth markets

Market growth concept

Article 122. (1) A growth market shall be an MTF for which the condition is satisfied of
not less than 50 per cent of the issuers whose financial instruments are admitted to trading on
such MTF to be small and medium-sized enterprises as defined in Article 77 of Delegated
Regulation (EU) No. 2017/565, and which has effective systems, rules and procedures ensuring
compliance with the requirements of this Act, including Delegated Regulation (EU) 2017/565.

(2) The rules and procedures referred to in paragraph 1 shall meet the requirements of
Article 123.

(3) A multilateral trading system may not act as a growth market before it is registered
under Article 123, and should it no longer meet the requirements under paragraph 1.

Conditions for registration of MTF as a growth market

Article 123. (1) The Financial Supervision Commission, at the proposal of the Deputy
Chairperson, shall decide on the registration of MTF as a growth market on the basis of an
application filed by the investment firm operating the respective MTF, if the requirements for the
operation of MTF hereunder are met, as well as upon compliance with at least the following
requirements:

1. the MTF meets the conditions under Article 122 at the time of filing the application;

2. the rules of Article 122 meet the requirements under Article 78 of Delegated Regulation
(EU) 2017/565 and include at least the following:

a) clear criteria for admission and subsequent trading of the financial instruments;

b) a requirement upon the initial admission to trading of the financial instruments the
investors to have sufficient information to make an informed decision on whether to invest in the
financial instrument, and in the case of public offering of securities an appropriate document has
been prepared for admission to trading or a prospectus in accordance with the requirements of
Chapter Six of the POSA,;

c) a requirement for current disclosure in the market of periodic financial reports or other
financial information by the issuer or on behalf of the issuer pursuant to Article 78 of Delegated
Regulation (EU) No. 2017/565;

d) a requirement within the meaning of Article 3, paragraph 1, item 21 of Regulation (EU)
No. 596/2014, whose financial instruments are traded on an MTF concerned, the persons with
managerial functions under Article 3, paragraph 1, item 25 of Regulation (EU) No. 596/2014, as
well as the closely related persons under Article 3, paragraph 1, item 26 of Regulation (EU) No.
596/2014 to comply with the relevant requirements of Regulation (EU) No. 596/2014;

e) a requirement that the relevant regulated information about issuers whose financial
instruments are admitted to trading on such MTF to be stored and publicly disclosed;

3. the investment firm has created and applies effective systems and controls for the
prevention and detection of market abuse on such MTF in accordance with the requirements of
Regulation (EU) No. 596/2014.



(2) Compliance with the conditions under paragraph 1, item 1 shall be assessed in
compliance with the requirements under Article 78, paragraph 1 of Delegated Regulation (EU)
2017/565.

(3) The investment firm may provide for additional requirements to those under paragraph
1 for admission of financial instruments to trading on MTF, registered as a growth market for
growth, as well as for the functioning of the growth market.

(4) The investment firm shall submit evidence to the Commission on the compliance with
the requirement under paragraph 1, item 1 for each calendar year until 31 January of the
following calendar year.

Entry in the register of growth markets

Article 124. (1)The Financial Supervision Commission, at the proposal of the Deputy
Chairperson, shall make a decision on the application for registration within two months of
receipt thereof, together with all the documents attached thereto, as defined by an ordinance, and
when additional data and documents were requested, within one month of receipt of the required
documents. Article 15, paragraphs 3 — 5 shall apply mutatis mutandis.

(2) The Financial Supervision Commission shall enter the MTF in the Register of Growth
Markets when the requirements under Article 123 have been complied with.

(3) The Financial Supervision Commission shall refuse to enter an MTF in the Register of
Growth Markets when any of the requirements referred to in Article 123 has not been complied
with.

Deregistration from the Register of Growth Markets

Article 125. (1) The Financial Supervision Commission, at the proposal of the Deputy
Chair[erson, shall make a decision to deregister the MTF from the Register of Growth Markets
where:

1. the investment firm has not fulfilled the requirement under Article 122, paragraph 1
within the time limit set by the Commission and has not submitted a plan for the implementation
of the requirement for the following calendar year; or

2. the investment firm does not meet the condition under Article 122, paragraph 1 for three
consecutive calendar years; or

3. the MTF no longer meets one of the other requirements under Article 123, paragraph 1,
items 2 and 3;

4. the investment firm has requested deregistration of the MTF from the Register of Growth
Markets.

(2) In the cases referred to in paragraph 1, item 4 the investment firm shall submit an
application, applying data and documents set out in an ordinance. The Financial Supervision
Commission shall decide on the application within 14 business days. The Financial Supervision
Commission may refuse to deregister the MTF from the Register of Growth Markets, if this could
compromise the interests of investors or the smooth operation of the market.

Trading a financial instrument on more than one growth market

Article 126. (1) Financial instruments admitted to trading on a growth market, may be
traded on another growth market, where the issuer has been notified in advance thereof and has
not objected within the time limit set in the notification.

(2) The admission of financial instruments to trading on another growth market under
paragraph 1 shall not lead to additional obligations for the issuer on its corporate management or
for a prior, current or accidental disclosure of information.

Notification of ESMA

Article 127. The Financial Supervision Commission shall notify ESMA. not later than by



the end of the business day, of each entry of an MTF in the Register of Growth Markets, and of
each deregistration on an MTF from such Register.

Chapter Nine
REPORTING AND DISCLOSURE OF INFORMATION
BY INVESTMENT FIRMS

Financial reporting. Capital adequacy and liquidity reporting

Article 128. (1) The investment firm shall draw up capital adequacy and liquidity reports
under Regulation (EU) No. 575/2013.

(2) The investment firm shall prepare annual financial statements in accordance with the
requirements of the International Financial Reporting Standards.

(3) The annual financial statements of an investment firm shall be certified by a registered
auditor. The results of the audit of the annual financial statements as conducted by the auditor
shall be shown in a separate report, compiled in a standard form endorsed by the Deputy
Chairperson, which shall be included in the annual report.

(4) The investment firm shall submit to the Commission the financial statements under
paragraph 2 within 90 days of the end of the financial year.

(5) The investment firm shall rectify the deficiencies and any other non-conformities with
the legal requirements found by the Commission, including the International Financial Reporting
Standards, as may have been committed in the capital adequacy and liquidity reports, as well as
in the financial statements, ledgers and other accounting records, within a reasonable time limit
as shall be set by the Commission.

Provision of information by a registered auditor

Article 129. (1) A registered auditor who carries out statutory financial audit of the
financial statements of an investment firm, a regulated market or a data reporting services
provider shall notify the Commission in writing of any information found in the conduct of the
statutory financial audit and which may constitute:

1. a material breach of the laws, regulations and administrative provisions;

2. a threat to the activities of the investment firm, the regulated market or the reporting
services provider;

3. constitute grounds for refusal of an auditor opinion, a negative or qualified audit opinion
under Article 51, paragraph 3, item 5 of the Independent Financial Audit Act.

(2) The auditor under paragraph 1 shall furthermore notify the Commission in writing of
any information under paragraph 1, which was established thereby during the conduct of the
statutory financial audit of a related party to the investment firm.

(3) The notification referred to in paragraphs 1 and 2 shall be made within 7 days from the
date of the audit report.

(4) The good-faith notification to the Commission or the Deputy Chairperson, as the case
may be, by the registered auditor of the information under paragraphs 1 and 2 shall not constitute
a violation of a contractual or legal restriction on the disclosure of information.

Notification of the Commission of corporate changes

Article 130. (1) The investment firm shall notify the Commission of:

1. opening and closing of a branch;

2. change of the name specified in the granted authorisation, as well as of a change in the
seat and registered address;



3. amendments and supplements in the articles of association or the memorandum of
association that have served as grounds for granting the licence to the investment firm;

4. changes in the composition of the persons under Article 13;

5. other circumstances specified in an ordinance.

(2) The obligations under paragraph 1 shall be performed by the investment firm within 7
days from taking the decision, making the amendment or becoming aware of the amendment or
supplement, and in the cases where the circumstance is subject to entry in the commercial
register, from entry thereof.

Notification of concluded transactions in financial instruments

Article 131. The investment firm shall the Commission with information about the
transactions in financial instruments concluded thereby under the conditions and within the time
limits laid down in Regulation (EU) No. 600/2014.

Notification of the National Revenue Agency

Article 132. (1) The investment firm shall notify the National Revenue Agency of the
revenues on the transactions for acquisition of shares in public companies from companies
registered in preferential tax regime jurisdictions and their beneficial owners within the meaning
of the Economic and Financial Relations with Companies Registered in Preferential Tax Regime
Jurisdictions, the Persons Controlled by Them and Their Beneficial Owners Act.

(2) The obligation under paragraph 1 shall be performed by the investment firm
electronically, within 7 days from the transaction conclusion.

Identification of clients of foreign persons performing investment services and activities

Avrticle 133. Foreign persons entitled under their national law to perform the services and
activities under Article 6, paragraph 2, and which have acquired financial instruments in their
name but on the account of other foreign persons under the terms of Article 49 or as clients of an
investment firm for which the Republic of Bulgaria is the home country, shall identify before the
Commission their clients and the transactions effected on their account within three business days
from the written request.

Annual disclosure of information on the activities

Article 134. (1) All investment firms, except for the investment firms under Article 10,
paragraph 5, shall disclose on an annual basis, separately for the Republic of Bulgaria, the
Member States and third countries in which they have subsidiaries or have established branches,
the following information on a consolidated basis:

. name/s, description of the activities and geographic location;

. turnover amount;

. number of full-time employees (equivalent basis);

. pre-tax financial result from operations;

. taxes charged on the financial result from operations;

. state subsidies received, if any;

. profitability of assets, being the ratio of net profit to total assets.

(2) The information under paragraph 1 shall be subject to independent financial audit and
shall be published as notes to the annual financial statements on a stand-alone or on a
consolidated basis, if applicable.
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Chapter Ten
TRANSFORMATION, REORGANISATION AND
DISSOLUTION OF AN INVESTMENT FIRM



Section |
Transformation of an investment firm

Transformation of an investment firm

Article 135. (1) An investment firm may be transformed subject to the prior approval by
the Commission.

(2) To issue approval under paragraph 1 an application shall be filed to the Commission,
enclosing documents and particulars as set out in an ordinance.

(3) The Financial Supervision Commission, at a proposal by the Deputy Chairperson, shall
issue or refuse to issue approval under paragraph 1 within one month from receipt of the
application, and where additional particulars and documents were requested, from their receipt.
Article 15, paragraphs 3 — 5 shall apply mutatis mutandis.

(4) The Financial Supervision Commission shall refuse to issue approval if the
reorganisation under paragraph 1 does not meet the requirements of the law, the applicant has
submitted false details or documents with incorrect content or the interests of the clients of the
investment firm are not protected.

(5) The Registry Agency shall enter the change under paragraph 1 in the commercial
register after it is presented with the approval issued by the Commission.

Section |11
Reorganisation programme. Reorganisation measures

Reorganisation programme

Article 136. An investment firm, with the exception of those referred to in Article 1,
paragraph 1, item 2 of the Recovery and Resolution of Credit Institutions and Investment Firms
Act, shall submit to the Commission for approval a reorganisation programme upon a significant
deterioration of its financial position. The requirements to the rehabilitation programme and the
procedure for its approval shall be set out in an ordinance.

Reorganisation measures

Article 137. (1) Reorganisation measures shall be measures aimed to preserve or restore
the financial position of an investment firm under Article 10, paragraphs 1 and 2, and which
might affect the existing rights of third parties, including measures related to the possibility of
suspension of payments, suspension of enforcement actions or reduction of claims. Those
measures shall furthermore include application of the recovery measures and actions and the
resolution tools and exercise of the resolution powers under the Recovery and Resolution of
Credit Institutions and Investment Firms Act or under the relevant applicable law of another
Member State.

(2) The measures under paragraph 1 shall be those applied by the Commission or by the
Deputy Chairperson, as the case may be, and by the competent authorities of another Member
State applied in their capacity as supervisory authorities and resolution authorities.

(3) In case Article 114 of the Recovery and Resolution of Credit Institutions and
Investment Firms Act applies, the provisions of Article 138, paragraph 3 shall not apply.

(4) In case of application of the resolution tools under the Recovery and Resolution of
Credit Institutions and Investment Firms Act, the provisions of this section shall apply to the
persons under Article 1, paragraph 1, item 3 — 7 of the Recovery and Resolution of Credit



Institutions and Investment Firms Act.
Application of reorganisation measures and competent authorities
Article 138. (1) The Financial Supervision Commission or its Deputy Chairperson, as the
case may be, shall be the competent authorities for the application of reorganisation measures in
relation to an investment firm under Articles 136 and 137, including in relation to its branches in
other Member States.

(2) The terms and procedure for the application of such measures and their legal
consequences shall be governed by Bulgarian law, unless otherwise provided.

(3) When the Commission applies reorganisation measures in relation to an investment firm
under Article 10, paragraphs 1 and 2, which has branches in other Member States, the
Commission shall notify immediately, prior to the application of the measures, the competent
authorities of such Member States of its decision, and where this is not possible, simultaneously
with their application. In the notification the Commission shall indicate the consequences of the
application of the measure.

(4) Extracts from the acts of the Commission or the Deputy Chairperson, as the case may
be, for the application of the reorganisation measures shall be published on the Commission's
website and in two central dailies in the Republic of Bulgaria within two business days from the
date of issue thereof.

(5) An excerpt from the acts of the Commission or the Deputy Chairperson, as the case
may be, for the application of reorganisation measures, including the acts for the application of
reorganisation measures in relation to a branch of an investment firm of a Member State, shall be
published in the Official Journal of the European Union to ensure a possibility for appeal.

(6) The extract of the act under paragraph 4 shall contain a description of the legal and
factual grounds for the issuance of the act, the name and address of the court in which the act
may be appealed, as well as the timeframe for appeal.

Reorganisation measures against a branch from a third country

Article 139. Before applying reorganisation measures to a branch of an investment firm of
a third country which has branches on the territory of one or more Member States, the
Commission shall inform the competent authorities of those Member States of its intention to
apply reorganisation measures against that branch, as well as of the consequences thereof. In
cases where prior notification of the competent authorities is not possible, the Commission shall
notify them immediately after the application of the measures.

Reorganisation measures against an investment firm from a Member State

Article 140. (1) The reorganisation measures taken by the competent authority of a
Member State in relation to an investment firm authorised in that Member State shall be
recognised directly and without formalities in the Republic of Bulgaria and of the moment they
are subject to enforcement, shall have effect in relation to the branch of such investment firm
carrying out activity in the Republic of Bulgaria, as well as against third parties in the Republic
of Bulgaria. The legal consequences of the reorganisation measures shall be governed by the law
of the Member State concerned, unless this Act provides for otherwise.

(2) The persons who administer reorganisation measures on the territory of the Republic of
Bulgaria, undertaken by the competent authority of a Member State, shall enjoy the same status
and powers as they may have under the law of such Member State. Those persons shall apply the
Bulgarian law in the disposal of assets of the investment firm in the territory of the Republic of
Bulgaria and in the settlement of employment relationships arising within the territory of the
Republic of Bulgaria.

(3) The reorganisation measures undertaken by the competent authority of a Member State



in relation to a branch of an investment firm licensed in a third country shall be recognised
directly and without formalities in the Republic of Bulgaria and as of the moment they are subject
to enforcement, they shall have effect in relation to the third parties in the Republic of Bulgaria.

Section 111
Dissolution procedures

Competent authorities and applicable law to winding-up and bankruptcy proceedings

Article 141. (1) Dissolution procedures shall be the winding-up and bankruptcy
procedures for an investment firm under Article 10, paragraphs 1 and 2, including the firm's
branches in other Member States, as well as any similar procedure relating to the termination of
activity and collective proceedings for conversion into cash and distribution of the assets of the
investment firm, openly and under the supervision of the relevant administrative or judicial
authorities of a Member State, including where the proceedings end with an agreement or in any
other similar way.

(2) Competent for the liquidation or for the opening of bankruptcy proceedings against an
investment firm licensed in the Republic of Bulgaria shall be the Bulgarian judicial or
administrative authorities. The decision of those authorities shall furthermore have effect on the
investment firm's branches in other Member States.

(3) Unless otherwise provided for in this Act, in case of liquidation proceedings and
bankruptcy proceedings against an investment firm licensed in the Republic of Bulgaria, the
Bulgarian law shall apply, including in reference to:

1. the chattels that are subject of the proceedings and the legal regime governing the
chattels acquired by the investment firm after the opening of the proceedings;

2. the investment firm's rights and the powers of its liquidator or assignee in bankruptcy, as
the case may be;

3. the conditions under which set-offs are permitted;

4. the effects of the opening of the proceedings on current contracts to which the
investment firm is a party;

5. the effects of the proceedings on the law suits brought by individual creditors against the
investment firm;

6. the claims lodged against the investment firm, as well as their legal regime, if they arise
after the opening of the proceedings;

7. the terms and requirements for lodgement and acceptance of the claims on the
investment firm;

8. the rules for the allocation of funds raised from the conversion of assets into cash, the
ranking of the claims of the investment firm’s creditors, as well as the rights of creditors which
have obtained partial satisfaction after the opening of the bankruptcy proceedings as a result of
the liquidation of property collateral or through set-off;

9. the conditions for termination of the bankruptcy proceedings and the consequences
thereof;

10. the creditors’ rights after the termination of the proceedings;

11. the arrangements concerning the costs for the proceedings;

12. the terms and procedure for announcing the legal acts damaging the interests of the
creditors null and void, voidable or unenforceable against them.

Dissolution of an investment firm with a branch in a Member State

Article 142. (1) The Financial Supervision Commission shall notify on a timely basis the



competent authority of the Member States in which the investment firm carries on its activity
through a branch that a compulsory liquidation has been petitioned or the opening of bankruptcy
proceedings and shall inform it of the consequences arising from the proceedings.

(2) The Financial Supervision Commission shall notify the competent authority of the
Member States in which the investment firm carries on its activity through a branch that a
compulsory liquidation has begun or of the opening of bankruptcy proceedings and shall inform
it of the consequences arising from the proceedings.

(3) The procedure for the notification under paragraphs land 2 shall also apply in the cases
of a dissolution of a branch of the investment firm in the Republic of Bulgaria having a seat in a
third country, when the investment firm concerned has a branch in another Member State as well.
In these cases, the Commission and the competent authority shall coordinate their activities
within the framework of the proceedings with the competent administrative and judicial
authorities of the other host Member States.

(4) The liquidator or the assignee in bankruptcy, as the case may be, of the investment firm
under Article 10, paragraphs 1 and 2, with branches in other Member States, shall publish an
extract from the decision to begin liquidation or open bankruptcy proceedings in the Official
Journal of the European Union.

(5) The invitation of the liquidator under Article 267 of the Commerce Act shall have the
heading in all official languages of the European Union "Invitation for lodgement of a claim.
Timeframes to be complied with."

(6) Every creditor in the liquidation proceedings, including a public authority, shall have
the right to lodge its claims or to submit an objection thereon in the official language or in one of
the official languages of the Member State concerned. In this case, the lodgement of the claim
shall bear the heading in Bulgarian "lodgement of claim".

(7) The liquidator or the assignee in bankruptcy shall have the right to require submission
of a translation into Bulgarian of the documents under paragraph 4.

(8) Unless otherwise provided for in a law, any creditor shall send copies of the documents
supporting its claim and shall specify the nature of the claim, the date on which it arose and its
amount, as well as reference to a preference, the property collateral provided, or the right of lien
and what assets are covered by its collateral.

(9) The claims of all creditors of the investment firm authorised under Article 10,
paragraphs 1 and 2 in respect of which liquidation or bankruptcy proceedings have been opened
shall be treated equally and accorded the same ranking based on identical criteria, regardless of
whether they have arisen within the territory of the Republic of Bulgaria or within the territory of
other Member States.

(10) The liquidator or the assignee in bankruptcy, as the case may be, shall keep the
creditors of the investment firm under Article 10, paragraphs 1 and 2 regularly and duly
informed, in respect of which liquidation or bankruptcy proceedings have been opened, about the
progress of the proceedings.

Section 1V
Legal consequences from reorganisation measures and
dissolution procedures

Framework of legal consequences
Article 143. In the application of reorganisation measures or opening of dissolution



procedures in respect of an investment firm under Article 10, paragraphs 1 and 2, the legal
consequences shall be governed as follows:

1. for employment contracts and related relationships, by the law of the Member State
applicable to the respective employment contract;

2. for contracts giving the right of use or acquisition of immovable property, by the law of
the Member State in which the immovable property is located, which law shall also define which
items are immovable and movable;

3. on the rights of the investment firm in relation to an immovable property, a ship or an
aircraft, such rights being subject to registration in a public register, by the law of the Member
State where the register is kept.

Rights arising from property collaterals

Article 144. (1) The application of reorganisation measures or the opening of dissolution
procedures against an investment firm under Article 10, paragraphs 1 and 2 shall not affect the
rights of creditors or third parties arising from property collateral in respect of tangible or
intangible assets, including immovable or movable ones, specific or general items or sets of items
that belong to the investment firm but are located on the territory of another Member State during
the application of such measures or at the time of the opening of the dissolution procedure.

(2) The rights under paragraph 1 shall include the right:

1. to demand conversion into cash or to convert assets into cash and to satisfy from the
liquidation proceeds, including when the assets are subject to a pledge or a mortgage;

2. to priority satisfaction, including by virtue of a pledge on a claim or by virtue of
assignment of a claim as collateral;

3. of the person who has rights in an item, to require its return or recovery from whoever is
in possession thereof or uses it without legal basis;

4. of usufruct of the assets provided as collateral.

(3) A right recorded in a public register and enforceable against third parties, by virtue of
which a right under paragraph 1 may be acquired, shall be considered a right under paragraph 1.

(4) (Amended, SG No. 24/2018, effective 16.02.2018) The provisions of paragraphs 1 and
2 shall not preclude the possibility for requesting the declaration of voidness, voidability or
unenforceability laid down in Article 141, paragraph 3, item 12 for certain legal acts.

(5) The application of reorganisation measures or the opening of a dissolution procedure
for the investment firm under Article 10, paragraphs 1 and 2, which is the buyer of an item, shall
not affect the seller's rights in such item under a contract for sale, with retention of title until full
payment of the price, when at the time of the application of such measures or the opening of the
dissolution procedure for the investment firm the item was located in the territory of another
Member State.

(6) The application of reorganisation measures or the opening of a dissolution procedure
for the investment firm under Article 10, paragraphs 1 and 2, which is the seller of an item under
a contract under paragraph 1, shall not give grounds for termination of the contract if the item
was delivered, and shall not be an obstacle to the acquisition of title in the item by the buyer,
when at the time of the application of such measures or the opening of the dissolution procedure
against the investment firm the item being the object of sale was located in the territory of
another Member State.

Rights of creditors to set-off

Article 145. (1) The application of reorganisation measures or the opening of a dissolution
procedure for the investment firm under Article 10, paragraphs 1 and 2 shall not affect the right
of its creditors to offset any of their claims against claims of the investment firm on them, when



the legal conditions for such set-off are in place.

(2) The provision of paragraph 1 shall not preclude the possibility for requesting the
declaration of voidness, voidability or unenforceability laid down in Article 141, paragraph 3,
item 12 of certain legal acts.

Governing law for reorganisation measures and dissolution procedures

Article 146. In the application of the reorganisation measures or the opening of a
dissolution procedure in respect of the investment firm under Article 10, paragraphs 1 and 2 the
applicable law shall be:

1. for the right of ownership or other rights in financial instruments within the meaning of
Article 4(1) item 50, letter "b" of Regulation (EU) No. 575/2013, the existence or transfer of
which entails their recording in a register, account or in a centralised depository institution
located or kept in a Member State — the law of the Member State where the relevant register,
account or centralised depository institution is located or kept;

2. for netting agreements, the law of the contract regulating such netting shall apply;

3. for repurchase agreements, the law of the repurchase agreement shall apply, provided
that item 1 is not violated;

4. for transactions effected on a regulated market — the law applicable to the contract in
respect of such transactions, provided that item 1 is not violated,;

5. for pending court cases on items or rights of which the investment firm under Article 10,
paragraphs 1 and 2 has been divested, the law of the Member State where the relevant law suit is
conducted shall apply.

Registration of reorganisation measures and dissolution procedures

Article 147. (1) The persons administering reorganisation measures, the liquidator or
another competent judicial or administrative authority of the home Member State shall take all
the necessary measures for registration of the reorganisation measures or for opening of a
dissolution procedure for an investment firm in the relevant commercial, property or another
public register in the territory of the Republic of Bulgaria, where such registration is compulsory
under the Bulgarian law.

(2) The costs for the registration shall be considered part of the costs for the reorganisation
measures or the dissolution procedure for the investment firm.

Rules for voidness, voidability or unenforceability of detrimental acts to creditors

Article 148. (1) The provision of Article 141, paragraph 3 shall not apply to the rules for
voidness, voidability or unenforceability of acts that are detrimental to all creditors, where the
beneficial owner of the act provides evidence that the law of another Member State applies to the
act that is detrimental to all creditors and such law does not allow the appeal of the act in the
specific case.

(2) Where a reorganisation measure decided on by a judicial authority provides for rules for
voidness, voidability or unenforceability of acts that are detrimental to all creditors and which
acts were executed before the application of the measure, the rule under Article 140, paragraph 1,
sentence two shall not apply in the cases provided for in paragraph 1.

Applicable law to an act executed after a reorganisation measure or after the opening of a
dissolution procedure

Article 149. The validity of an act executed after the application of a reorganisation
measure or after the opening of a dissolution procedure for an investment firm under Article 10,
paragraphs 1 and 2, by virtue of which the investment firm disposes against consideration with an
immovable property, a ship or an aircraft subject to registration in a public register, or with
financial instruments within the meaning of Article 4, paragraph 1, item 50 of Regulation (EU)



No. 575/2013, or rights in such instruments, the existence or transfer thereof entailing their
registration in a register, account or a centralised depository institution which is located in
another Member State, shall be determined by the law of such Member State where the item is
located or where the register, account or depository institution is kept/located.

Section V
Powers of administration persons and professional secret

Protection of professional secrecy
Article 150. (1) All persons who submit or receive information in connection with the
notification or consultation procedures under this Chapter shall keep professional secrecy.

Powers of persons appointed to administer reorganisation measures or dissolution
procedures

Article 151. (1) The decision of the competent authority in a Member State for the
appointment of a person to administer the reorganisation measures or the dissolution procedures
for an investment firm under licensed in a Member State shall have effect in the territory of the
Republic of Bulgaria. The persons shall prove their appointment by presenting a certified copy of
the act of appointment, accompanied by a translation in Bulgarian, which shall not be legalised.

(2) The persons appointed under paragraph 1, as well as the persons authorised thereby
shall furthermore have the right to exercise their powers deriving from the law of the Member
State in respect of a branch of the investment firm in the territory of the Republic of Bulgaria,
unless such law provides for otherwise. They shall assist the creditors of the investment firm
under in the Republic of Bulgaria in connection with the exercise of their rights.

(3) When exercising their powers in the territory of the Republic of Bulgaria, the persons
appointed under paragraph 1 and the persons authorised thereby shall comply with the Bulgarian
law, including the procedures for converting assets into cash and provision of information to
employees. In the exercise of such powers they may not exercise coercion or resolve legal

disputes.
TITLE TWO
REGULATED MARKETS

Chapter Eleven
GENERAL REQUIREMENTS

Section |
General provisions

Regulated market concept. Market operator

Article 152. (1) A regulated market is a multilateral system operated and/or managed by a
market operator, which brings together or facilitates the bringing together of multiple third-party
buying and selling interests in financial instruments through the system and in accordance with
its non-discretionary rules in a way that results in a contract in respect of the financial
instruments admitted to trading under its rules and/or systems, and which is licensed and
functions regularly in accordance with the provisions of this Act and the instruments for its



application.

(2) A regulated market shall furthermore be any multilateral system which is licensed and
functions in accordance with the provisions of Directive 2014/65/EU.

(3) The market operator shall be a joint stock company with seat and registered office on
the territory of the Republic of Bulgaria, which organises the activities and operations on the
regulated market. The market operator may be the regulated market itself.

(4) The market operator shall be responsible for compliance of the regulated market
operated thereby with this Act and the instruments for its implementation. The market operator
may exercise the rights relating to the regulated market.

(5) The market operator shall issue only dematerialised shares entitling to one vote.

Licence to carry on business as a regulated market

Article 153. (1) For organising and carrying on the business of a regulated market a
licence from the Commission shall be required.

(2) Where government securities issued on the domestic market are to be traded on the
regulated market, the Commission shall grant a licence subject to prior approval by the Minister
of Finance and the Governor of the Bulgarian National Bank of the rules for trading, registration
and settlement of government securities. The requirement in the first sentence shall also apply to
subsequent changes in the rules.

Authorisation for operation of MTF and/or OTF by a market operator

Article 154. (1) A market operator may operate an MTF and/or OTF when it has received
authorisation from the Commission. The provisions of Article 17, paragraph 2, and Articles 18 —
23 shall apply mutatis mutandis.

(2) To operate an MTF and OTF the market operator shall meet the requirements of
Articles 109 — 121.

(3) A market operator may furthermore operate an MTF that meets the requirements for
growth market, subject to Articles 122 — 127.

Applicable law to trade on a regulated market

Article 155. Trade in financial instruments on a regulated market licensed hereunder shall
be carried out under the terms and procedure of Bulgarian law.

Capital requirements for the market operator, financial resources for the regulated market

Article 156. (1) The market operator shall have at any time a capital of not less than EUR
5,000,000.

(2) The market operator shall ensure the necessary financial resources for the proper
functioning of the regulated market operated thereby in accordance with the nature and scope of
the transactions concluded through the regulated market system, and depending on the scope and
the extent of the risks to which it is exposed.

(3) Additional requirements in relation to the capital adequacy of the market operator, and
for the financial resources of the regulated market may be set out in an ordinance.

(4) In the cases where the regulated market and the market operator are separate legal
entities, the provisions of paragraphs 1 — 3, Articles 157 and 158 shall apply to the regulated
market as well.

Qualifying holding in the market operator

Article 157. (1) All persons having a qualifying holding in a market operator shall be
suitable depending on the influence they may exercise over the activity of the regulated market.
For persons having a qualifying holding in a market operator the requirements of Article 16 and
Articles 53 — 60 shall apply.

(2) The market operator shall publish on its website information on the persons holding



directly and indirectly a qualifying holding, and data about their votes in the general meeting of
shareholders, as well as any change no later than the end of the next business day following
knowledge thereof.

Requirements to the management and supervisory bodies of the market operator

Article 158. (1) The members of the management and supervisory bodies of the market
operator, as well as the persons who manage its operations, shall be persons of good reputation,
with the required knowledge, skills and qualifications and professional experience corresponding
to the activities of the market operator and the main risks associated with the operation of the
regulated market, and ensuring the sound and prudent management and operation of the regulated
market. The persons under sentence one shall:

1. hold a university degree, qualification and professional experience of at least three years
in the field of economics, law, finance, banking or IT;

2. have no prior convictions of a premeditated criminal offence of general nature;

3. have not been members of a management or supervisory body or unlimited liability
partners in a company dissolved by insolvency, if unsatisfied creditors have remained;

4. have not been adjudicated bankrupt, nor be the subject of bankruptcy proceedings;

5. not be related parties within the meaning of this Act;

6. be under no disqualification from occupying a position of property accountability;

7. not jeopardize in any other way the stability and prudential management and operations
of the regulated market.

(2) The management or the supervisory body of the investment firm, as the case may be,
depending on the internal allocation of functions, shall be responsible for:

1. the efficient and reliable management of the market operator and the regulated market
operated thereby in accordance with regulatory requirements, including for the proper allocation
of duties and responsibilities in defining the organisational structure;

2. the adoption of the regulations under Article 167 and for the control on its
implementation;

3. the prevention and identification of conflicts of interests in a way that ensures the
integrity of the market;

4. for the efficiency of the management systems of the regulated market and of the market
operator, and where necessary shall take the necessary measures for eliminating identified
inconsistencies.

(3) For the members of the management and supervisory bodies, and for the persons who
manage the operations the requirements under Article 14, Article 15, Article 62, paragraph 1,
Article 63, paragraphs 1, 2, and paragraph 3, first sentence, paragraphs 4 — 6 and Article 64,
paragraph 1 and paragraphs 3 — 7 shall apply.

(4) In the cases where a market operator is significant, the requirements for its management
and supervisory bodies under Article 14 (except in cases where a member of the management or
of the supervisory body is a representative of the State), as well as the requirements of Article 63
shall apply mutatis mutandis.

(5) In the cases where the market operator and regulated market are separate legal entities,
the requirements under paragraphs 1 and 2 shall apply mutatis mutandis.

Regulation and supervision

Article 159. (1) The Financial Supervision Commission and the Deputy Chairperson shall
exercise supervision over the regulated markets and market operators.

(2) An ordinance may lay down additional requirements for the activity of the regulated
market in order to ensure protection of the interests of investors and stability of the market,



including the manner of allocation of duties under the law in regard to the activity of the
regulated market between the regulated market and the market operator where they are separate
legal entities.

Section 11
Granting and revoking the licence to pursue the business as a
regulated market

Granting of licence
Avrticle 160. (1) To obtain a licence for the pursuit of the business as a regulated market an
application shall be submitted to the Commission in a standard form determined by the Deputy
Chairperson, enclosing thereto the following details and documents:

1. the articles of association of the market operator;

2. rules of procedure of the organized regulated market;

3. particulars of the paid-in capital;

4. details about the members of the management and supervisory bodies of the market
operator and about all the other persons who manage the activity of the market operator, as well
as documents certifying compliance with the requirements under Article 158;

5. details about the persons who have a qualifying holding in the market operator, and
documents certifying compliance with the requirements under Article 157, paragraph 1;

6. particulars of premises and technical equipment of the regulated market;

7. a programme of the operations of the regulated market, which shall contain:

a) the types of activities to be performed by the regulated market;

b) the organizational structure of the regulated market.

8. the cases wherein the regulated market is a distinct legal person from the market operator
and the following particulars and documents:

a) the particulars under items 1, 4 and 5 of the regulated market;

b) the documents certifying allocation of the duties between the regulated market and the
market operator, subject to the requirement of Article 152;

c) any other documents as may be prescribed in an ordinance.

(2) If the details and documents submitted are incomplete, non-compliant or additional
information or evidence of their authenticity is necessary, the Deputy Chairperson shall send a
communication thereof and shall set a time limit for removal of the deficiencies and
non-conformities established or for provision of the additional information and documents
required, which shall not be shorter than one month and shall not exceed two months.

(3) If the communication under paragraph 2 is not accepted at the correspondence address
specified by the applicant, the time limit for submission thereof shall be effective from posting
thereof on a notice board expressly provided therefor on the premises of the Commission or its
publication on the website of the Commission. The latter circumstances shall be ascertained by a
protocol drawn up by officials appointed by an order of the Deputy Chairperson.

(4) The Financial Supervision Commission, at the proposal of the Deputy Chairperson,
shall issue a decision on the application for granting a licence under paragraph 1 within three
months from receipt thereof, and where additional details and documents have been demanded,
within three months from receipt thereof or expiry of the term under paragraph 2, as the case may
be.

(5) The Financial Supervision Commission shall grant a licence for the pursuit of the



business as a regulated market only if the trading system and its market operator meet the
requirements of this Act and the instruments for its implementation.

(6) If the Commission has decided to grant a licence, it shall notify in writing the applicant
within the time limit under paragraph 4 that for the granting of the licence, within 14 days of
receipt of the notification, the applicant shall certify that the required capital under Article 156
has been paid in full.

(7) The Financial Supervision Commission shall grant a licence and shall inform the
applicant thereof within 14 days of receipt of the documents certifying the conformity with the
requirements under paragraph 6.

(8) The regulated market and its market operator shall at any time comply with the
conditions under which the licence under paragraph 1 has been granted.

(9) The market operator shall notify the Commission of amendments and supplements to
documents that have served as grounds for the issuance of the licence, within 7 days, with the
exception of the amendments and supplements to the regulations under paragraph 1, item 2,
which shall be subject to prior approval by the Commission pursuant to Article 167. The time
limit under sentence one shall be in effect from making the decision or from becoming aware of
the amendment or supplement.

Notification of the European Securities and Markets Authority

Article 161. (2) The Financial Supervision Commission shall notify ESMA of each licence
granted for the operation as a regulated market.

Refusal to issue a licence

Article 162. (1) The Financial Supervision Commission shall refuse to grant a licence
where it finds that:

1. the capital of the applicant does not meet the requirements under Articles 156 or has not
been paid in full;

2. the persons who are members of the management or supervisory body of the market
operator or who manage the operations of the market operator, have not sufficiently good
reputation, do not possess sufficient knowledge, skills and experience and do not devote
sufficient time to the performance of their duties, or if there are objective and visible grounds for
believing that the management or supervisory body of the market operator may constitute a threat
to its efficient, sound and prudent management, and for the adequate compliance with the
integrity of the market or do not meet the requirements of this Act and its implementing acts or
the statutes of the company;

3. the persons holding a qualifying holding in the market operator do not meet the
requirements of Article 158 or may jeopardize otherwise the sound and prudential management
of the regulated market;

4. the rules of procedure of the regulated market does not meet the requirements of this
Act;

5. the principles or methods of trading do not afford the members or participants in the
regulated market equal trading conditions;

6. the market operator or the trading system of the regulated market do not meet the
requirements of law;

7. the other requirements of this Act, the instruments for its implementation and the
applicable legislation of the European Union have not been complied with;

8. the origin of the funds used by the persons who/which have subscribed 10 and over 10
per cent of the capital is not clear or is not legal;

9. the beneficial owners of a shareholder with a qualifying holding cannot be identified;



10. the applicant has submitted false details or documents with contradictory content.

(2) In the cases referred to in paragraph 1, items 1 — 8, the Commission shall refuse to grant
a licence only if the applicant has not removed the deficiencies and non-conformities established
or has not submitted the required additional information and documents within the time limit set
by it.

(3) A refusal by the Commission to issue an authorisation shall be justified in writing.

Subsequent filing of an application

Article 163. In the cases of refusal the applicant may file a new application for granting of
a licence not earlier than 6 months after entry into force of the decision on the refusal.

Entry into the commercial register

Article 164. (1) The Registry Agency shall record the market operator in the commercial
register, and in the cases where the regulated market and the market operator are separate legal
entities, it shall also record the regulated market upon submission thereto of the licence granted
by the Commission.

(2) The market operator or the regulated market, as the case may be, when they are separate
legal entities, shall file an application within 7 days of receipt of the licence referred to in Article
160 for entry in the commercial register at the Registry Agency.

Restriction on the use of the designation "market operator” and "regulated market"

Article 165. (1) Persons who do not hold a licence for the pursuit of the business as a
regulated market may not use in their name and in advertising or other activity the words
"regulated market™ or "market operator" or their derivatives in Bulgarian or in another language,
or another word denoting pursuit of such business.

(2) No licence for the pursuit of the business as a market operator or a regulated market
shall be granted to an applicant whose name is similar to the name of an existing market operator
or a regulated market in this country.

(3) On finding violations of paragraph 1, the Deputy Chairperson may apply a measure
under Article 276, paragraph 1, item 1 and/or the Commission, at the proposal of the Deputy
Chairperson, may apply a measure under Article 276, paragraph 1, item 3.

Licence revocation

Article 166. (1) The Financial Supervision Commission, at the proposal of the Deputy
Chairperson, may revoke the licence granted for a regulated market, where:

1. the regulated market does not commence performing the activity within 12 months from
the granting of the licence;

2. the market operator expressly requests withdrawal of the authorization;

3. the regulated market has not carried on any activity under its licence for a period of 6
months;

4. untrue details have been submitted, which have served as the basis for the granting of the
license, or the regulated market has received the licence on the basis of false data, which have
served as the grounds for the granting of the licence, or has used other unauthorised means to
obtain the licence;

5. the regulated market has systematically infringed the provisions of this Act and the
instruments for its implementation, as well as the Measures against Market Abuse with Financial
Instruments Act, of Regulation (EUO No 596/2014, of Regulation (EU) No. 600/2014 and the
instruments for their implementation;

6. the market operator or the regulated market operated by it no longer meets the provisions
hereof and the instruments for its implementation for conduct of the business in a regulated
market capacity;



7. the regulated market has not fulfilled a compulsory administrative measure applied
hereunder.

(2) With the decision on withdrawal of the authorization the Commission shall appoint one
or more conservators.

(3) No new transactions may be concluded after the notification of the decision on the
revocation of the licence of the regulated market.

(4) After entry into force of the decision on revocation of the licence, the Commission shall
forthwith send a copy thereof to the Registry Agency for institution of liquidation proceedings
against the market operator or the regulated market, as the case may be, and shall publish it in
two central daily newspapers. In these cases the Commission shall appoint a liquidator, set a time
limit for execution of the liquidation and the remuneration of the liquidator.

(5) The Financial Supervision Commission shall notify ESMA of the decision on the
revocation of the licence.

Chapter Twelve
REQUIREMERNTS FOR THE OPERATIONS OF THE
REGULATED MARKET

Section |
Organisation of the operations

Regulations for the operations of the regulated market
Article 167. (1) The regulated market shall be organised and managed in accordance with
regulations for the operations of the regulated market, which shall be adopted by the management
body of the market operator.

(2) The regulations under paragraph 1 shall stipulate:

1. rules for access under Article 182;

2. the terms and procedures for examination of claims against members or participants in
the regulated market from arbitration;

3. other rules and procedures as provided for in this Act.

(3) Amendments and supplements to the regulations for the operations of the regulated
market shall be adopted after prior approval by the Commission.

(4) The Financial Supervision Commission at a proposal of the Deputy Chairperson shall
issue or refuse to issue approval under paragraph 3 within one month from receipt of the
application. If there are deficiencies and non-conformities in the particulars and documents
submitted or the additional information or evidence of the authenticity of details is required, the
Commission shall send a communication and shall set a time limit for removal of the deficiencies
and non-conformities established or submission of additional particulars and documents, which
shall not be shorter than 14 days and longer than one month. Article 160, paragraphs 3 and 6 shall
apply mutatis mutandis.

(5) The Financial Supervision Commission shall refuse to issue approval if the regulations
under paragraph 1 does not satisfy the requirements of the Act, the sound and prudent
management of the regulated market is jeopardized, the applicant has submitted false data or
documents with incorrect content or the interests of the investors and members of the regulated
market are not protected.



Other requirements to the organisation of the operations

Article 168. (1) The regulated market shall apply appropriate measures and procedures:

1. to identify, prevent and terminate potential adverse consequences for the operations of
the regulated market or for its members or participants, resulting from conflicts of interests
between the interest of the market operator or the regulated market, as the case may be, the
persons holding a qualifying holding in the market operator or the regulated market, as the case
may be, on one side, and the sound functioning of the regulated market, on the other side, and in
particular where such conflicts of interest might prejudice the proper execution of the functions
of the regulated market;

2. to manage the risks to which the regulated market is exposed, to identify all significant
risks to the orderly operation of the regulated market and to put into place effective measures to
mitigate those risks;

3. to ensure the sound management of the technical operations of the system of the
regulated market, including the establishment of effective contingency arrangements to cope with
risks of systems disruptions;

4. to have transparent and non-discretionary rules that provide for fair and orderly trading
and establish objective criteria for the efficient execution of orders for conclusion of transactions
in financial instruments;

5. to ensure the efficient and timely finalization of the transactions concluded on the
regulated market;

6. to detect and prevent manipulations on the market in financial instruments.

(2) The measures and procedures referred to in paragraph 1 shall be laid down in the
regulations under Article 167 and in compliance with the requirements of Delegated Regulation
(EU) 2017/584.

(3) Articles 90 and 91 shall apply to regulated markets mutatis mutandis.

Prohibition on concluding transactions on own account

Article 169. The market operator may not execute orders submitted by clients by dealing
on own account or by matched principal trading.

Section 11
Requirements when carrying out trading on the regulated
market

Requirements for trading systems

Article 170. (1) The regulated market shall have in place systems, mechanisms and
procedures which ensure sustainability of the trading system and the necessary capacity for the
processing of all orders for transactions on the regulated market, including in the most intense
hours of trade, as well as in conditions of unstable market. The regulated market shall meet the
requirements of Delegated Regulation (EU) No. 2017/584.

(2) The systems, mechanisms and procedures under paragraph 1 shall ensure provision of
the services of the regulated market, including in case of failure in the trading system, subject to
the requirements of Delegated Regulation (EU) 2017/584.

(3) The systems, mechanisms and procedures under paragraph 1 shall be subject to
preliminary testing of the regulated market for compliance with the requirements referred to in
paragraphs 1 and 2, which shall be ascertained with documents.

(4) The procedures under paragraph 1 shall be part of the regulations under Article 167.



(5) At the request of the Deputy Chairperson, the regulated market shall provide data on the
log of orders entered in the trading system of the regulated market, or access to a log of orders for
the purposes of trade monitoring.

Activity as a market maker on the regulated market

Article 171. (1) The activity as a market maker of the regulated market shall be subject to
the requirements of Delegated Regulation (EU) No. 2017/578 and under the terms and procedure
determined by the regulations under Article 167, on the basis of a written contract between the
investment firm acting as a market maker, and the market operator or the regulated market, as the
case may be.

(2) Depending on the nature and extent of trading on the regulated market and subject to
the requirements of Delegated Regulation (EU) No. 2017/578, the regulated market shall apply a
scheme for maintenance of the required number of market makers which shall announce binding
(‘hard) quotes at competitive prices, so as to ensure regular and predictable market liquidity.

(3) The contract under paragraph 1 shall regulate at least the following:

1. the obligations of the investment firm in connection with the provision of liquidity;

2. any incentives and rebates offered by the regulated market to an investment firm in order
to ensure market liquidity on a steady and predictable basis;

3. other rights and obligations of the investment firm, stemming from its participation in the
scheme under paragraph 2.

(4) The market operator shall notify the Commission of each contract concluded under
paragraph 1, and of any change in the contract within 5 days from the conclusion. A certified
copy of the contract shall be attached to the notification.

(5) The regulated market shall monitor the compliance with the terms of the contract under
paragraph 1 and, where appropriate, shall take measures to ensure their compliance by the
investment firm.

Limits and thresholds for submission of orders

Article 172. (1) The regulated market shall apply systems, mechanisms and procedures for
cancellation (for decline) of orders that exceed pre-set volumes and price thresholds, or of orders
which apparently deviate significantly from the current market conditions.

(2) The procedures under paragraph 1 shall form a part of the regulations under Article 167.

Temporary suspension and restriction of trading

Article 173. (1) The regulated market may suspend or restrict trading in a financial
instrument in case of a significant change in the price of the financial instrument on such
regulated market or on a related market for a short period of time.

(2) The terms and procedure for suspension and restriction of trading on the regulated
market in the cases referred to in paragraph 1 shall be determined by rules which are part of the
regulations under Article 167, taking into account the level of liquidity for different classes and
subclasses of assets (financial instruments), the nature of the market model and the types of users
of the system, so as to avoid major disruptions in the proper execution of trading.

(3) In exceptional cases, where the circumstances under paragraph 1 exist and under
conditions laid down in the regulations under Article 167, the regulated market may cancel,
modify or adjust the parameters of a transaction.

(4) The Financial Supervision Commission shall notify ESMA of the grounds for trade
suspension, as well as of any amendment and/or addition thereof.

(5) Where a regulated market licensed in accordance with this Act is significant for the
liquidity of a financial instrument in accordance with the requirements of Commission Delegated
Regulation (EU) 2017/570 of 26 May 2016 supplementing Directive 2014/65/EU of the



European Parliament and of the Council on markets in financial instruments with regard to
regulatory technical standards for the determination of a material market in terms of liquidity in
relation to notifications of a temporary halt in trading (OJ, L 87/124 of 31 March 2017),
hereinafter referred to as "Delegated Regulation (EU) 2017/570", it has the necessary systems
and procedures for notifying the competent authorities of all Member States where this financial
instrument is traded, when making a decision to halt trading in this financial instrument.

(6) Where the Commission receives a notification from a regulated market established in
another Member State to halt trading in a financial instrument when the regulated market is
material for the liquidity of the financial instrument and such financial instrument is admitted to
trading on a regulated market in the Republic of Bulgaria as well, the Commission, at the
proposal of the Deputy Chairperson, may make a decision on the suspension of trading in such
financial instrument on trading venues in the Republic of Bulgaria until trading on the market
from which the notification is received is resumed.

Requirements for algorithmic trading on a regulated market

Article 174. (1) The regulated market shall apply effective systems and procedures to
ensure compliance with the following requirements:

1. the functioning of the algorithmic trading systems does not create or does not lead to the
creation of conditions in violation of the established requirements;

2. implementation of mechanisms to overcome conditions for improper market trading
arising from algorithmic trading, including determination of the ratio of unfulfilled orders in
relation to transactions that may be entered in the system by a member or participant;

3. a possibility of delaying the submission of orders where there is a risk of reaching the
maximum volume of orders that can be processed by the trading system;

4. the ability to restrict and apply a minimum quotation step at which the orders are carried
out on the regulated market.

(2) The regulated market shall require from its members to apply appropriate mechanisms
for testing the algorithms, and to provide a suitable environment for the testing of the algorithms
used in order to meet the requirements of paragraph 1, items 1 and 2. Requirements under the
first sentence shall apply in compliance with Delegated Regulation (EU) 2017/584.

(3) The regulated market shall apply mechanisms and procedures that allow identification
by means of designation by the members or participants of the orders generated in algorithmic
trading, of the various algorithms used to create orders, and of the persons that initiated such
orders. Information about the orders generated in algorithmic trading, various algorithms used to
create orders, and about the persons that have initiated such orders shall be submitted at the
request of the Deputy Chairperson.

(4) The procedures under paragraphs 1 and 3 shall be part of the regulations under Article
167.

Direct electronic access to the regulated market

Article 175. (1) A regulated market providing direct electronic access to its trading system
shall have effective systems, procedures and rules that ensure compliance with the following
requirements:

1. the service for provision of direct electronic access shall be provided solely by members
or participants of the regulated market which are investment firms or bank investment firm, and

2. appropriate criteria are set which shall be complied with by the persons in order to be
considered suitable to obtain direct electronic access;

3. the members or participants of the regulated market shall be responsible for the orders
and trade of the persons to whom direct electronic access is provided.



(2) The regulated market under paragraph 1 shall apply appropriate systems for risk
management and control, shall set thresholds for trading through direct electronic access and at
any time shall be able to distinguish the orders or trade carried out by a person with direct
electronic access from the orders or transactions of another member or participant, as well as to
stop the orders and trade by a person using direct electronic access.

(3) The regulated market shall apply mechanisms to suspend or terminate the direct
electronic access provided by its member or participant to a client in case of non-compliance with
the requirements of this Article.

Co-location

Article 176. The regulated market shall provide for and apply clear, fair and
non-discriminatory rules for the provision of co-location services and shall comply with the
requirements of Commission Delegated Regulation (EU) 2017/573 of 6 June 2016 supplementing
Directive 2014/65/EU of the European Parliament and of the Council on markets in financial
instruments with regard to regulatory technical standards on requirements to ensure fair and
non-discriminatory co-location services and fee structures (OJ, L 87/145 of 31 March 2017)
(Delegated Regulation (EU) 2017/573). The rules shall be part of the regulations under Article
167.

Fees

Article 177. (1) The fees of the regulated market for the services provided thereby,
including the fees for the execution of orders, and any surcharges and discounts from due fees
shall be determined in a transparent, fair and non-discriminatory manner and in compliance with
the requirements of Delegated Regulation (EU) 2017/573. The fees of the regulated market shall
be determined so as not to create incentives to enter, change or cancel orders in a way that leads
to unlawful trading conditions or market abuse.

(2) The regulated market shall bind the provision of discounts on due fees with the
obligation to carry out the activity of a market maker in terms of individual share issues or an
appropriate basket of shares in compliance with the contract under Article 171, paragraph 1.

(3) The regulated market may determine the fees for cancelled orders in accordance with
the period of validity of an order before it is cancelled, as well as for individual financial
instruments.

(4) In order to ensure the proper functioning of the trading system and taking into account
the additional load on the system, the regulated market may set higher fees for:

1. orders that were subsequently cancelled;

2. orders of the members or participants with a high ratio of cancelled orders against
executed orders, determined in compliance with the requirements of Commission Delegated
Regulation (EU) 2017/566 of 18 May 2016 supplementing Directive 2014/65/EU of the
European Parliament and of the Council on markets in financial instruments with regard to
regulatory technical standards for the ratio of unexecuted orders to transactions in order to
prevent disorderly trading conditions (OJ, L 87/84 of 31 March 2017), hereinafter referred to as
"Delegated Regulation (EU) 2017/566";

3. orders of members or participants using a high-frequency method of algorithmic trading.

Requirements for determination of tick size

Article 178. (1) The regulated market shall establish and apply procedures for tick size for
shares, depositary receipts, exchange-traded funds, certificates, other similar financial
instruments, as well as for other financial instruments pursuant to Commission Delegated
Regulation (EU) No. 2017/ 588 of 14 July 2016 supplementing Directive 2014/65/EU of the
European Parliament and of the Council with regard to regulatory technical standards on the tick



size regime for shares, depositary receipts and exchange-traded funds (OJ, L 87/411 of 31 March
2017), hereinafter referred to as "Delegated Regulation (EU) 2017/588".

(2) The tick size regimes referred to in paragraph 1:

1. shall be calibrated so as to reflect the liquidity profile of the financial instrument on
different markets and the average of the difference between "sell” and "buy" quotes (spread),
taking into account the interest in ensuring reasonably stable prices without excessive limiting of
the narrowing of spreads;

2. shall determine an appropriate tick size for each financial instrument.

(3) The requirements under paragraphs 1 and 2 shall apply in compliance with Delegated
Regulation (EU) 2017/588.

Synchronisation of the reporting time

Article 179. (1) The regulated market, all trading venues and their members and
participants shall synchronise the date and time of registration of each reportable event
(synchronisation of business clocks).

(2) The requirement under paragraph 1 shall apply subject to Delegated Regulation (EU)
2017/574 of 7 June 2016 supplementing Directive 2014/65/EU of the European Parliament and of
the Council with regard to regulatory technical standards for the level of accuracy of business
clocks (OJ, L 87/148 of 31 March 2017), hereinafter referred to as "Delegated Regulation (EU)
2017/574".

Admission of financial instruments to trading

Article 180. (1) The regulated market shall adopt and apply clear and transparent rules
regarding the admission of financial instruments to trading.

(2) The rules under paragraph 1 shall ensure that the financial instruments admitted to
trading on a regulated market are being traded in a fair, orderly and efficient manner and in case
of transferable securities, they are freely negotiable.

(3) In the case of trading in derivatives the rules under paragraph 1 shall envisage a
requirement for the structure and content of the derivatives to allow their correct evaluation, as
well as for the existence of conditions for effective settlement.

(4) The regulated market shall apply appropriate procedures to verify whether the issuer
whose securities are admitted to trading on a regulated market complies with its obligations under
the European Union law in respect of the initial, ongoing or ad hoc disclosure of information. (2)
The regulated market shall provide its members and participants facilitated access to information
which has become public under the European Union law.

(5) The regulated market shall conduct a regular review of the compliance with the
requirements for admission to trading on the regulated market of the financial instruments
admitted to trading.

(6) Transferable securities admitted to trading on a regulated market may be admitted
subsequently to trading on another regulated market without the consent of the issuer, when they
meet the requirements of Directive 2003/71/EU of the European Parliament and of the Council of
4 November 2003 on the prospectus to be published when securities are offered to the public or
admitted to trading and amending Directive 2001/34/EC, hereinafter referred to as "Directive
2003/71/EU".

(7) In the cases of paragraph 6 the regulated market on which a subsequent admission to
trading has been effected shall notify the issuer of the admission of the securities to trading on
that regulated market. The issuer shall not be obliged to provide, directly or indirectly, the
information referred to in paragraph 4 to the regulated market on which the securities are
admitted without its consent.



(8) The requirement under paragraphs 1 — 7 shall apply subject to Commission Delegated
Regulation (EU) 2017/568 of 24 May 2016 supplementing Directive 2014/65/EU of the
European Parliament and of the Council with regard to regulatory technical standards for the
admission of financial instruments to trading on regulated markets (OJ, L 87/117 of 31 March
2017), hereinafter referred to as "Delegated Regulation (EU) 2017/568".

Section 111
Suspension and removal of financial instruments from
trading on a regulated market

Suspension and removal of financial instruments from trading on a regulated market.
Suspension and removal from trading from other trading venues

Article 181. (1) The market operator may suspend or remove from trading a financial
instrument which no longer complies with the rules of the regulated market, unless such
suspension or removal may harm substantially the interests of the investors or the smooth
functioning of the market pursuant to Article 80 of Delegated Regulation (EU) 2017/565.

(2) The market operator shall suspend or remove the corresponding derivatives under
Article 4, items 4 — 10, which according to Article 1 of Delegated Regulation (EU) 2017/569 are
associated with or refer to the financial instrument referred to in paragraph 1, if this is necessary
for the suspension or removal of the underlying financial instrument.

(3) The market operator shall publish on its website the decisions to suspend, remove from
trading financial instruments under paragraphs 1 and 2, and for cancellation of the suspension or
removal from trading, as the case may be, and shall notify the Commission thereof by the end of
the business day and in compliance with the requirements of Delegated Regulation (EU)
2017/5609.

(4) Where the suspension or removal from trading of a financial instrument and derivative
is due to a suspicion of market abuse and is related to a tender offer or to a violation of the
requirements for disclosure of inside information as per Articles 7 and 17 of Regulation (EU) No.
596/2014, the Commission on a proposal of the Deputy Chairperson shall decide on the
suspension or removal from trading of that financial instrument and relevant derivatives from all
trading venues and systems of systematic internalisers operating on the territory of the Republic
of Bulgaria on which such financial instruments have been admitted to trading, unless the
suspension or removal may harm substantially the interests of the investors or the smooth
operation of the market pursuant to Article 80 of Delegated Regulation (EU) 2017/565.

(5) The Financial Supervision Commission shall notify immediately, but not later than by
the end of the business day, ESMA and the competent authorities of the Member States of its
decision under paragraph 4, as well as of a subsequent decision of the Commission taken on the
proposal of the Deputy Chairperson on cancellation of the suspension or removal from trading. If
the Commission does not decide on a suspension or removal, the notification shall also state
reasons therefor.

(6) When the Commission receives a notification from a competent authority of a Member
State on suspension or removal from trading of financial instruments due to the presence of the
grounds referred to in paragraph 4, in the event that these financial instruments are traded in a
trading venue or via a systematic internaliser acting in the territory of the Republic of Bulgaria,
the Commission on a proposal of the Deputy Chairperson shall take a decision to suspend or
remove from trading such financial instruments in accordance with paragraph 4. Paragraph 5



shall apply, mutatis mutandis.

Section 1V
Access to a regulated market

Rules for access to a regulated market

Article 182. (1) The regulated market shall apply transparent and non-discriminatory
rules, based on objective criteria, governing access to or membership of the regulated market.
The rules shall be part of the regulations under Article 167.

(2) The rules under paragraph 1 shall specify the obligations for the members or
participants arising from:

1. the constitution and administration of the regulated market;

2. the rules relating to transactions concluded on the regulated market;

3. professional standards to be met by the employees of the investment firms or credit
institutions dealing on the regulated market;

4. the conditions to be met by members or participants of the regulated market other than
investment firms or credit institutions under Article 183, paragraph 1;

5. the rules and procedures for clearing and settlement of transactions concluded on the
regulated market.

Members and participants of the regulated market

Article 183. (1) The regulated market may admit for participation in trading or accept as
members investment firms, credit institutions, and other persons that meet the following
requirements:

1. have the required professional qualification and experience, as well as are of good
repute;

2. have a sufficient level of trading ability and competence;

3. have adequate organizational structure in accordance with the activity performed by
them:;

4. have sufficient resources for the functions they are to perform in relation to the activity
of the regulated market, taking into account different financial agreements that the regulated
market is to conclude or has concluded in order to guarantee the adequate settlement of
transactions.

(2) When dealing on the regulated market among themselves the participants and members
of the regulated market are not obliged to comply with the requirements under Articles 84 — 88.
Participants and members of the regulated market shall comply with the requirements under the
first sentence in relations with their clients when, acting on behalf of clients, they execute their
orders on the regulated market.

(3) Investment firms and credit institutions shall participate or be members of the regulated
market directly or remotely under conditions laid down in the rules under Article 182.

(4) The market operator shall provide to the Commission information about the members or
participants of the regulated market and shall notify it of any changes in such information within
three days of occurrence thereof.

Access to systems for trading on a regulated market from another Member State

Article 184. (1) A regulated market authorized to conduct business by a competent
authority of another Member State may conclude agreements on the territory of the Republic of
Bulgaria to facilitate access to its trading systems and trading on that market by local persons in
the capacity of remote members or participants of that regulated market upon receipt of a



notification from the competent authority of such Member State.

(2) In regard to the exercise of its supervisory functions, the Commission may demand
from the competent authority of a Member State information about the members or participants
of the regulated market under paragraph 1, established in the Republic of Bulgaria.

Access by persons from another Member State to the trading systems of a regulated market
in the Republic of Bulgaria

Article 185. (1) A regulated market authorised to conduct business in the Republic of
Bulgaria may conclude agreements on the territory of another Member State to facilitate access to
its trading systems and trading on that market by persons of the said Member State in the capacity
of remote members or participants of the regulated market after notifying the Commission
thereof. The notification shall specify the country on whose territory the regulated market intends
to conclude agreements on facilitated access and information about the types of agreements.

(2) The Financial Supervision Commission shall provide the information contained in the
notification to the relevant competent authority under paragraph 1 within one month from receipt
thereof. The Financial Supervision Commission shall notify forthwith the regulated market of the
information submitted.

(3) Within the time limit under paragraph 2 the Commission may refuse to provide the
information contained in the notification to the relevant competent authority under paragraph 1
by a motivated decision, if the agreements provided for by the regulated market do not ensure
sufficiently free access to its trading systems or the interests of the participants in trading on the
regulated market are not sufficiently protected otherwise.

(4) On request from the competent authority of the other Member State the Commission
shall provide it with information about the members and the participants on the regulated market
established in that Member State.

Section V
Monitoring of compliance with the legal provisions and the
rules of the regulated market

Control

Article 186. (1) The regulated market shall apply effective rules and procedures and shall
have resources for ongoing monitoring of the compliance with its by the members or participants
of the regulated market. The rules and procedures shall form part of the regulations under Article
167.

(2) The regulated market shall monitor ton the basis of submitted orders, including
cancelled orders, and on the basis of transactions effected by the participants or members through
its trading systems, in order to establish:

1. violations of the rules of the regulated market;

2. conditions for disorderly trade;

3. behavior that may indicate prohibited behaviour under Regulation (EU) No. 596/2014, or

4. a collapse in the system in connection with the trading in a financial instrument.

(3) The market operator shall immediately inform the Commission upon establishing the
circumstance referred to in paragraph 2.

(4) The market operator shall provide the relevant information without undue delay and
shall provide all the necessary assistance to the Commission, the Deputy Chairperson, and to the
other competent authorities in connection with the investigation and prosecution of market abuse



in financial instruments arising on or through the systems of the regulated market.

(5) Upon receipt of information about actions that may indicate about prohibited behaviour
under Regulation (EU) No. 596/2014, the Deputy Chairperson shall launch an inquiry not later
than the end of the next business day.

(6) The Financial Supervision Commission shall submit the information referred to in
paragraph 3 to ESMA and to the competent authorities of the Member States. In case of
information about actions that are indicative of prohibited behaviour under Regulation (EU) No.
596/2014, the Commission shall provide the relevant information to ESMA, where the presence
of such behavior has been established as a result of the enquiry under paragraph 5.

Section VI
Central counterparty and clearing and settlement
arrangements. List of regulated markets

Clearing and settlement systems applied by the regulated market
Article 187. (1) The regulated market shall apply a system for clearing, including through
a central counterparty or clearing houses, and for settlement of concluded transactions in
financial instruments so as to ensure their efficient and timely finalisation.

(2) The regulated market shall authorise its members and participants to determine a system
for settlement of transactions in financial instruments concluded on the regulated market
provided the following conditions obtain:

1. have in place necessary connections and arrangements between the designated settlement
system and any other system or settlement method in order to achieve efficient and economical
settlement of transactions;

2. the Commission on a proposal of the Deputy Chairperson has issued approval for the
settlement of transactions in financial instruments concluded on the regulated market to be
effected through a settlement system other than that applied by the regulated market.

(3) Upon issue of an approval under paragraph 2, item 2, the Commission shall take into
account the supervision exercised over the participants in the settlement system. The powers of
the Commission for issue of approval under paragraph 2, item 2 shall not affect the supervisory
functions of the relevant central bank or of another authority exercising supervision over the
settlement system.

(4) The Financial Supervision Commission on a proposal of the Deputy Chairperson shall
refuse to issue approval under paragraph 2, item 2 if the technical conditions for the settlement of
the transactions concluded on the regulated market do not ensure smooth and orderly functioning
of financial markets. Article 167, paragraphs 4 and 5 shall apply mutatis mutandis.

Links with clearing and settlement systems in other Member States

Article 188. (1) The regulated market may enter into arrangements with a central
counterparty or a clearing house and a settlement system in another Member State for execution
of clearing and/or settlement of some or all transactions concluded by participants in the market
through its trading system.

(2) The arrangement under paragraph 1 shall be subject to prior approval by the
Commission. In regard to trade in government securities issued on the domestic market, the
Commission shall issue such approval after obtaining a prior consent from the Minister of
Finance and the Governor of the Bulgarian National Bank.

(3) The Financial Supervision Commission on a proposal of the Deputy Chairperson shall



pronounce on the request for issue of approval under paragraph 2, taking into account the
conditions which settlement systems shall meet under Article 187. The Financial Supervision
Commission may not refuse issue of approval under paragraph 2, unless conclusion of the
arrangement under paragraph 1 may jeopardise the orderly functioning of the regulated market.
Article 187, paragraph 4 shall apply mutatis mutandis.

(4) In exercising its supervisory functions the Commission and the Deputy Chairperson
shall take into account the supervision of the clearing and settlement system under paragraph 1,
exercised by the relevant national central bank or another supervisory authority of Member
States.

List of regulated markets

Article 189. (1) The Financial Supervision Commission shall compile and maintain an
updated list of regulated markets for which the Republic of Bulgaria is a home country. The
Financial Supervision Commission shall publish the list on its website and shall provide it to the
relevant competent authorities of the other Member States and ESMA.

(2) The Financial Supervision Commission shall notify the other Member States and
ESMA of any change in the list under paragraph 1.

Chapter Thirteen
REPORTING AND DISCLOSURE OF INFORMATION
BY REGULATED MARKETS

Regulated market reporting

Article 190. (1) The market operator shall submit to the Commission its annual report by
31 March the following year and a 6-month report by 31 August of the current year. The contents
of the reports shall be set out in an ordinance.

(2) For the purposes of paragraph 1, the report shall contain the relevant information when
it also refers to one or more documents submitted to the Commission.

Information about qualifying holding

Article 191. The market operator shall publish information about the persons that have a
qualifying holding in it and about the amount of that holding and shall update such information.

TITLE THREE
RESTRICTIONS AND MANAGEMENT OF POSITIONS
IN COMMODITY DERIVATIVES. REPORTING OF
POSITIONS IN COMMODITY DERIVATIVES

Chapter Fourteen
POSITIONS LIMITS AND COMMODITY DERIVATIVES
POSITIONS MANAGEMENT

Terms and procedure for setting limits

Article 192. (1) The Financial Supervision Commission, on a proposal of the Deputy
Chairperson, by a decision shall set limits on the amount of net positions in commodity
derivatives, where such derivatives are traded on trading venues, as well as in the economically



equivalent OTC derivatives (contracts) within the meaning of Article 6 of Delegated Regulation
(EU) 2017/591 of 1 December 2016 supplementing Directive 2014/65/EU of the European
Parliament and of the Council with regard to regulatory technical standards for the application of
position limits to commodity derivatives (OJ, L 87/479 of 31 March 2017), hereinafter referred to
as the "Delegated Regulation (EU) 2017/591", which a person may hold at any time.

(2) The limits under paragraph 1 shall be laid down in order to:

1. prevent market abuse;

2. provide the necessary conditions for the proper determination of prices and for the
settlement of transactions, including non-admission of positions that lead to market distortion;

3. procure (convergence) of derivatives prices valid for the month of delivery and the spot
prices of the underlying asset of the derivative.

(3) The limits shall be determined in a clear and non-discriminatory manner, taking into
account the specificities and the types of participants of the commodity derivatives market, and
shall be accompanied by an explanation of how to be applied by the persons.

(4) The limits to the positions under paragraph 1 shall be determined in accordance with the
methodology laid down in Delegated Regulation (EU) 2017/591 and shall contain accurate
quantitative thresholds for the maximum size of a position in a commodity derivative that may be
held by a person.

(5) In determining the limits to the positions under paragraph 1, all positions in the
respective derivative held by the person and the positions held on his behalf at an aggregated
group level shall be taken into account.

(6) With the decision under paragraph 1 the Commission, subject to compliance with the
requirements set out in Article 9 of Delegated Regulation (EU) 2017/591, shall set limits for each
contract with a commaodity derivative subject when such a derivative is traded on a trading venue,
or having as subject economically equivalent OTC derivatives (contracts) within the meaning of
Article 6 of Delegated Regulation (EU) 2017/591.

(7) The Financial Supervision Commission shall review and adjust the position limits set
thereby under paragraph 1 in case of a significant change in the volume of the commaodities that
may be delivered to the market in accordance with Article 10 of Delegated Regulation (EU)
2017/591, and of the open positions in derivatives on such commodities, as well as in case of any
other significant change on the market, based on its assessment of the deliverable supply and
open positions and subject to the other requirements of Delegated Regulation (EU) 2017/591.

Opinion of ESMA on the limits set. Notification of ESMA of the applicable limits and
control mechanisms in trading venues

Article 193. (1) Before making a decision under Article 192, paragraph 1, the Commission
shall inform ESMA for the limits to positions it intends to set.

(2) Within two months of receipt of the ESMA opinion on the compliance of the positions
limits under paragraph 1 with the requirements of Directive 2014/65/EU and with the
methodology referred to in Article 9 of Delegated Regulation (EU) 2017/591, the Commission
shall carry out the following:

1. shall change the positions limits in accordance with the ESMA opinion, or

2. shall provide justification to ESMA of why it believes that no change is needed in the
limits set thereby.

(3) In the cases referred to in paragraph 2, item 2, the Commission shall publish on its
website a communication setting out detailed reasons why it does not accept the ESMA opinion.

(4) The Financial Supervision Commission shall notify ESMA of the limits set thereby to
commodity derivatives positions. The Financial Supervision Commission shall provide to ESMA



a detailed description of the mechanisms for control of commodity derivatives positions in
trading venues in the territory of the Republic of Bulgaria.

Exemptions from the requirement for application of positions limits

Article 194. (1) The limits set under Article 192, paragraph 1 shall not apply to positions
held by or on behalf of a non-financial entity within the meaning of Article 2 of Delegated
Regulation (EU) 2017/591, if the following conditions obtain:

1. these positions are designed and lead to a reduction of the risks which according to
Avrticle 7 of Delegated Regulation (EU) 2017/591 are directly related to the commercial activities
of non-financial entity;

2. the Commission has authorised the application of the exemption.

(2) For the granting of the authorisation referred to in paragraph 1, item 2 the person shall
submit an application to the Commission, attaching thereto the relevant details and documents
pursuant to Article 8 of Delegated Regulation (EU) 2017/591. The Financial Supervision
Commission, on a proposal of the Deputy Chairperson, shall issue a decision within the time
limits under Article 8 of Delegated Regulation (EU) 2017/591.

Setting limits to positions in a commodity derivative traded in trading venues in several
Member States

Article 195. (1) Where a commodity derivative is traded in significant volumes in trading
venues in more than one Member State and the largest volume of trade is carried out in a trading
venue in the Republic of Bulgaria, the Commission shall perform the function of a central
competent authority and shall defines a single limit for positions in such derivative.

(2) The Financial Supervision Commission, on a proposal of the Deputy Chairperson, shall
set the single limit for a position in commodity derivative or shall change the limit set, as the case
may be, after consultation with the competent authorities of the other Member States where the
trading venues are located and on which venues the derivative is traded in significant volumes.

(3) The Financial Supervision Commission, where it considers that a single limit on
positions in commodity derivatives traded in significant volumes in a trading venue in the
Republic of Bulgaria is set in violation of the requirements of Directive 2014/65/EU by the
relevant central competent authority, shall provide to that authority in writing detailed reasons of
its opinion.

Cooperation agreements between competent authorities

Article 196. (1) The Financial Supervision Commission shall conclude cooperation
agreements with the competent authorities of Member States for exchange of relevant data in
order to ensure monitoring and control of compliance with the single limits set in accordance
with Article 195.

(2) The requirements under paragraph 1 shall apply in cases where a commodity derivative
meeting the requirements of Article 195 is traded in a trading venue in the Republic of Bulgaria,
as well as where the Commission is the competent authority for supervision under the law in
force in relation to the activities of persons holding positions in such derivatives.

Setting stricter limits on positions in commodity derivatives

Article 197. (1) The Financial Supervision Commission, on a proposal of the Deputy
Chairperson, with a decision may set more stringent limits on positions in derivatives of
commodities set out in Article 192, where exceptional circumstances exist, taking into account
the liquidity of the relevant market and provided that this will not affect its proper functioning.

(2) The additional limits under paragraph 1 shall be published on the Commission's website
on the day of the decision on their setting and shall be valid for a period not exceeding 6 months
from the date of the Commission’s decision.



(3) The Financial Supervision Commission, on a proposal of the Deputy Chairperson, may
decide on an extension of the limits under paragraph 1 for a further 6-month period. The decision
shall be published on the website of the Commission.

(4) The Financial Supervision Commission shall notify ESMA of the decisions under
paragraphs 2 and 3, and of the reasons for the decisions. In the event that the Commission
determines the limits contrary to an ESMA opinion, it shall publish on its website a
communication containing detailed reasons for that.

Management and control of positions in commodity derivatives

Article 198. (1) An investment firm or a market operator operating a trading venue on
which commodity derivatives are traded shall apply systems and mechanisms for management
and control of positions in such derivatives, which shall enable the trading venue:

1. to monitor the open positions;

2. to have access to information, including access to all relevant documentation relating to
the size and purpose of the formed position or exposure, to information on beneficiaries or final
holders, on any arrangements on concerted action and on related assets or liabilities on the
underlying market;

3. to request from a person to close or reduce a certain position, temporarily or
permanently, and in the event of inaction by the person to take the necessary action to ensure the
termination or reduction of the position;

4. if necessary and in order to limit the effect of a large or dominant position in a
commodity derivative, to request from a person with a position in such a derivative to provide
temporary liquidity to the market at a pre-agreed price and within a pre-agreed volume.

(2) The mechanisms for management and control of positions in commodity derivatives
shall be set and apply in a clear and non-discriminatory manner, taking into account the
specificities and the types of participants of the commodity derivatives market.

(3) An investment firm or a market operator operating a trading venue on which
commodity derivatives are traded, as the case may be, shall provide the Commission with a
detailed description of the systems and mechanisms for management and control of positions in
such derivatives applied thereby. The description under the first sentence shall be first submitted
not later than the date on which the trading venue starts concluding transactions in commodity
derivatives.

Supervisory powers in relation to positions in commodity derivatives

Article 199. (1) The Deputy Chairperson may apply the measures referred to in Article
276, paragraph 1 to any person established or resident in the territory of the Republic of Bulgaria,
which holds positions in commodity derivatives in breach of the limits set under Articles 192,
195 and 197, as well as in breach of the limits set on such positions by a competent authority of a
Member State.

(2) The Deputy Chairperson shall have the right to require submission of information,
explanations and documentation from any person concerning the amount and purpose of the
position or exposure formed through the commodity derivative, and concerning assets and
liabilities on the underlying market.

Chapter Fifteen
REPORTING AND DISCLOSURE OF INFORMATION
ABOUT POSITIONS IN COMMODITY DERIVATIVES,
EMISSION ALLOWANCES AND EMISSION



ALLOWANCE DERIVATIVES

Reporting of positions
Article 200. (1) An investment firm or a market operator operating a trading venue on
which commodity derivatives, emission allowances or emission allowance derivatives are traded,
as the case may be, shall submit to the Commission a report with a detailed breakdown of the
positions of all persons including of members or of participants in the trading venue, as well as of
their clients on a daily basis.

(2) The report referred to in paragraph 1 shall be submitted not later than the end of the
next business day.

Disclosure of information about positions

Article 201. (1) The investment firm or the market operator operating a trading venue, as
the case may be, shall prepare at the end of the business week a report on the positions in the
financial instruments referred to in Article 200, paragraph 1, which are traded in this trading
venue, with the following contents:

1. aggregate positions held by the various categories of persons, in various commodity
derivatives, emission allowances or emission allowance derivatives;

2. the number of long and short positions held by the various categories of persons under
Article 204;

3. changes in the data referred to in items 1 and 2 after the last prepared weekly report;

4. the percentage of total open positions presented for each category of persons;

5. the number of persons holding positions in such instruments, for each category of
persons under Article 204.

(2) The report under paragraph 1 shall distinguish between the positions that in an
objectively measurable way reduce the risks directly related to the commercial activities of the
person and the other positions.

(3) The report under paragraph 1 shall be drawn up in the format set out in the Commission
Implementing Regulation (EU) 2017/953 of 6 June 2017 laying down implementing technical
standards with regard to the format and the timing of position reports by investment firms and
market operators of trading venues pursuant to Directive 2014/65/EU of the European Parliament
and of the Council on markets in financial instruments (OJ, L 144/12 of 7 June 2017)
(Commission Implementing Regulation (EU) 2017/953) and published on the website of the
investment firm or the market operator, as the case may be, and shall be submitted to the
Commission and ESMA.

(4) The requirements under paragraphs 1 and 2 shall also apply in cases where the number
of persons, as well as the number of opened positions thereby exceed the minimum thresholds
laid down under Article 83 of Delegated Regulation (EU) 2017/565.

Reporting of transactions concluded outside the trading venue

Article 202. (1) An investment firm that performs transactions in commodity derivatives,
emission allowances or emission allowance derivatives outside a trading venue shall provide to
the Commission or to the competent authority of another Member State where the instruments are
traded in the highest volume a report with a detailed breakdown of its positions in the said
financial instruments, as well as in the economically equivalent over-the-counter (OTC)
derivatives (contracts) within the meaning of Article 6 of Delegated Regulation (EU) 2017/591.

(2) The report referred to in paragraph 1 shall include a detailed breakdown of the positions
in the said financial instruments of the clients of the investment firm, and where such clients hold



the positions for their clients, the relevant information about the final client for whom the
positions are held shall be provided.

(3) The report under paragraph 1 shall be prepared in a format specified by a Delegated Act
adopted by the European Commission pursuant to Article 58, paragraph 5 of Directive
2014/65/EU and shall be provided in accordance with Article 26 of Regulation (EU) No.
600/2014, and in accordance with Article 8 of Regulation (EU) No. 1227/2011 of the European
Parliament and of the Council of 25 October 2011 on wholesale energy market integrity and
transparency (OJ, L 326/1 of 8 December 2011), hereinafter referred to as "Regulation (EU) No.
1227/2011", where this is applicable.

Reporting positions before a trading venue

Article 203. (1) The members or participants of a trading venue shall notify the investment
firm or the market operator operating the trading venue, as the case may be, for positions held by
them through contracts (financial instruments) traded in such trading venue.

(2) The information referred to in paragraph 1 shall be made available on a daily basis not
later than the end of the business day.

(3) The information referred to in paragraph 1 shall also include data on the positions of the
clients of the respective member or participant, and where those clients hold positions for their
clients, data about the final client for whom the positions are held shall be provided.

Classification of persons holding positions

Article 204. An investment firm or a market operator operating a trading venue shall
classify the persons holding positions in commodity derivatives, emission allowances or emission
allowance derivatives, depending on their business, including where such business is subject to
licensing and supervision, as follows:

1. investment firms or credit institutions;

2. investment funds, collective investment undertakings or alternative investment fund
managers within the meaning of Directive 2011/61/EU/ the Collective Investment Schemes and
Other Undertakings for Collective Investments Act (CISOUCIA);

3. other financial institutions, including insurance and reinsurance companies and pension
insurance companies, or

4. commercial enterprises;

5. in the case of emission allowances and emission allowance derivatives — operators that
are required to comply with the requirements of Directive 2003/87/EU.

TITLE FOUR
SERVICES RELATED TO DATA REPORTING

Chapter Sixteen
GENERAL REQUIREMENTS

Data reporting services providers
Article 205. (1) Data reporting services providers shall be approved publication
arrangements (APAs), consolidated tape provider (CTPs) and approved reporting mechanisms
(ARMS).
(2) Approved publication arrangement shall be a person providing in the course of business
services for publication of trade reports on behalf of investment firms pursuant to Articles 20 and
21 of Regulation (EU) No. 600/2014.



(3) A consolidated tape provider shall be a person providing in the course of business
services for collection from regulated markets, MTFs, OTFs, and APA of reports on trade in
financial instruments in accordance with Articles 6, 7, 10, 12, 13, 20 and 21 of Regulation (EU)
No. 600/2014 and shall consolidate such data in a continuous electronic flow of updated data on
prices and volumes of any financial instrument.

(4) Approved reporting mechanism shall be a person providing in the course of business
services for data reporting on behalf of investment firms on transactions to the Commission or
ESMA.

(5) The provision of data reporting services under paragraphs 2 — 4 in the course of
business may be carried out only by a company that has been granted a licence for the pursuit of
the business as data reporting services provider by the Commission under the terms and
procedure hereunder set out.

(6) A data reporting services provider shall also be any APA, CTP and ARM that is
licensed and operates in accordance with the requirements of Title V of Directive 2014/65/EU.

Provision of data reporting services by an investment firm or a market operator

Article 206. (1) An investment firm or a market operator operating a trading venue may
also provide data reporting services such as APA, CTP and ARM after obtaining a licence under
Avrticle 17 or Article 153, as the case may be.

(2) Before granting the licence under paragraph 1, the Commission shall check whether the
investment firm or the market operator has created conditions for compliance with the
requirements of this Title. The licence shall expressly indicate the data reporting services that the
investment firm or the market operator, as the case may be, may carry out.

Chapter Seventeen
MANAGEMENT OF DATA REPPORTING SERVICES
PROVIDER

Requirements to members of management and supervisory bodies
Article 207. (1) The members of the management or supervisory body of a data reporting
services provider shall be persons of good reputation, with the require knowledge, skills and
experience relevant to the activity of the data reporting services provider.

(2) The persons referred to in paragraph 1 shall devote enough time to the performance of
their duties as members of the management or supervisory body of the data reporting services
provider.

(3) The persons referred to in paragraph 1 shall perform their duties honestly, with integrity
and independently in order to make their own assessment of the decisions of the senior
management staff and the exercise of effective control and monitoring on the management
decisions taken.

(4) The requirements under paragraphs 1 — 3 shall also apply to natural persons who
represent legal entities that are members of a management or supervisory body of a data reporting
services provider.

(5) In the cases under Article 206, paragraph 1 it is assumed that the members of the
management and supervisory bodies of the investment firm or the market operator, as the case
may be, meet the requirements of paragraph 1.

(6) Additional requirements for the members of the management and the supervisory
bodies of the data reporting service provider shall be set out in an ordinance.



Approval of the members of the management and supervisory bodies

Article 208. (1) The members of the management and supervisory bodies of a data
reporting services provider shall be subject to approval by the Commission before their entry into
the commercial register, and the natural persons who represent legal entities which are members
of the management or supervisory body of a data reporting services provider shall be subject to
approval by the Commission before their determination as representatives of the legal entities
which are members of the management or supervisory body of the data reporting services
provider.

(2) For granting of approval under paragraph 1 after granting a licence under Article 210,
paragraph 1, an application for changes in the composition of the management body shall be filed
to the Commission, accompanied by the details and documents pursuant to Commission
Implementing Regulation (EU) 2017/1110 of 22 June 2017 laying down implementing technical
standards with regard to the standard forms, templates and procedures for the authorisation of
data reporting services providers and related notifications pursuant to Directive 2014/65/EU of
the European Parliament and of the Council on markets in financial instruments (OJ, L 162/3 of
23 June 2017), hereinafter referred to as "Implementing Regulation (EU) 2017/1110", certifying
compliance with the requirements under Article 207.

(3) Article 15, paragraphs 3 — 5 shall apply mutatis mutandis.

(4) The Financial Supervision Commission shall refuse to grant approval if the person for
whom approval is sought does not meet the requirements under Article 207 or grounds exist that
the person might jeopardise the efficient, proper and prudent management of the data reporting
services provider, the interests of its clients or the integrity of the market.

Management rules

Article 209. (1) The management body of the data reporting services provider shall adopt
and monitor the compliance in its activity of management rules which shall effective and prudent
management of the provider, including separation of duties in the provider and prevention of
conflicts of interest and in a manner which promotes the integrity of the market and is in the
interest of its clients.

(2)The rules referred to in paragraph 1, as well as any amendment and supplement thereof
shall be submitted to the Commission together with evidence that they are adopted by the
management body of the provider.

(3) The Deputy Chairperson shall have the right to require, within one month of the
submission of the rules under paragraph 1, removal of the gaps, inconsistencies and
contradictions contained therein.

Chapter Eighteen
GRANTING AND WITHDRAWAL OF LICENCE

Documents necessary for granting a licence. Issuing a decision on the application

Article 210. (1) For obtaining a licence for the taking up of the business of a data
reporting services provider an application shall be submitted to the Commission, including an
application for a licence for the provision of data reporting services and an application for the list
of members of the management body in accordance with Implementing Regulation (EU)
2017/1110, attaching thereto details and documents in accordance with Commission Delegated
Regulation (EU) 2017/571 of 2 June 2016 supplementing Directive 2014/65/EU of the European
Parliament and of the Council with regard to regulatory technical standards on the authorisation,
organisational requirements and the publication of transactions for data reporting services



providers (OJ, L 87/126 of 31 March 2017), hereinafter referred to as Delegated Regulation (EU)
2017/571".

(2) The Deputy Chairperson, within 10 business days of receipt of the application, shall
send the applicant a written confirmation of receipt thereof.

(3) The Deputy Chairperson, within 30 business days of receipt of the application and all
the required details and documents thereto, shall send the applicant a written confirmation that
the application filed thereby is complete.

(4) In the cases where not all the required details and documents have been attached to the
application, the Deputy Chairperson shall send, within the time limit under paragraph 3, a written
notice thereon to the applicant, indicating the details and documents under paragraph 1 that shall
be attached. The applicant shall submit to the Commission the additional details and documents
within one month from the receipt of the notice.

(5) Based on the documents submitted with the complete application, the Commission shall
determine whether the requirements for granting the requested licence have been complied with.
If the details and documents submitted are incomplete, incorrect, non-compliant with statutory
requirements or additional information or evidence of their authenticity is necessary, the
Commission shall send a notice of the deficiencies and non-conformities established or the
additional information and documents required within three months from the confirmation under
paragraph 3. The applicant shall submit to the Commission the additional details and documents
within a period which may not be less than one month and longer than two months.

(6) The Financial Supervision Commission, on the proposal of the Deputy Chairperson,
shall decide on the granting of a licence for the provision of data reporting services only if it
considers that the applicant meets the requirements of this Act.

(7) The Financial Supervision Commission shall grant or shall refuse to grant a licence
under paragraph 1 and shall notify the applicant of the granting thereof within 6 months from
submission of a complete application.

Scope of the authorisation

Article 211. (1) The licence under Article 210, paragraph 1 shall define comprehensively
the specific data reporting services which the person has the right to provide.

(2)The licence for the provision of data reporting services shall give the right to provide the
services indicated therein within the European Union.

Notification of the European Securities and Markets Authority

Article 212. (1) The Financial Supervision Commission shall notify ESMA of the licence
granted to a data reporting services provider.

(2) The data reporting services provider shall at all times comply with the conditions under
which the licence under Article 210, paragraph 1 was granted.

Entry into the commercial register

Article 213. (1) A person licensed under Article 210, paragraph 1 shall submit an
application for entry in the commercial register at the Registry Agency within 7 days of receipt of
the licence.

(2) The Registry Agency shall enter in the commercial register the company or the right to
perform data reporting services in its subject of activity upon presentation of the licence granted
by the Commission.

Licence extension

Article 214. (1) A data reporting services provider wishing to extend the scope of its
licence by including additional data reporting services shall submit to the Commission an
application for the extension of the licence.



(2) The Financial Supervision Commission shall decide on the application under paragraph
1 in accordance with Article 210.

(3) Articles 211 — 213 and 215 shall apply mutatis mutandis.

Refusal to issue a licence

Article 215. The Financial Supervision Commission shall refuse to issue a licence within
the time limit under Article 210, paragraph 7 where:

1. a member of the management or the supervisory body of the applicant is not of
sufficiently good repute, does not possess sufficient knowledge, skills and experience, does not
comply with other statutory requirements or grounds exist that the person could jeopardise the
efficient, proper and prudent management of the data reporting services provider, the interests of
its clients or the integrity of the market;

2. the applicant has submitted false details or documents with untrue or misleading content;

3. the applicant does not comply with other statutory requirements, Regulation (EU) No.
600/2014 and the instruments for their implementation;

4. the applicant has not submitted all the required documents under Article 210.

Grounds for withdrawing the licence

Article 216. (1) The Financial Supervision Commission, on a proposal of the Deputy
Chairperson, may withdraw the licence under Article 210, paragraph 1, where the person:

1. does not commence performing the authorised data reporting services within 12 months
from the granting of the licence;

2. expressly waives the authorisation granted;

3. has not carried out the authorised data reporting services for more than 6 months;

4. has provided false details which served as a ground for granting the licence or has used
any other irregular means for obtaining the licence;

5. no longer fulfils the conditions under which the licence was granted.

(2) The Financial Supervision Commission may withdraw the licence under Article 210,
paragraph 1 where the provider or a member of its management or supervisory body has
committed a gross violation or systematic violations of the provisions of this Act or of Regulation
(EU) No. 600/2014.

Notification of the European Securities and Markets Authority

Article 217. The Financial Supervision Commission shall notify ESMA of any withdrawal
of the licence for data reporting services provider.

Chapter Nineteen
ORGANISATIONAL REQUIREMENTS TO APA

Publishing of Information

Article 218. (1) The approved publication arrangement shall adopt and apply policies and
arrangements for public disclosure of trade reports under Articles 20 and 21 of Regulation (EU)
No. 600/2014. The information referred to in the first sentence shall be published as close as
possible to the disclosure in real time and on reasonable commercial terms and conditions.

(2) The information disclosed publicly by the APA in accordance with paragraph 1 shall
include at least the following particulars:

1. the code for the identification of the financial instrument;

2. the price at which the transaction is carried out;

3. the volume of the transaction;

4. the time of transaction conclusion;



5. the time of reporting the transaction;

6. the currency of the transaction;

7. the code of the trading venue on which transaction was effected and where the
transaction was concluded through a systematic internaliser the code is "SI", and in the other
cases the code is "OTC";

8. an indicator that the transaction is subject to special conditions, where applicable.

(3) The approved publication arrangement shall disclose the information under paragraph 1
in such a way as to ensure a quick, effective, consistent and equal access to it, and in a form that
allows the consolidation of the information with data obtained from other sources.

(4) The information referred to in paragraph 1 shall be provided for free 15 minutes from
the time of disclosure by the APA.

Policies and rules

Article 219. (1) The approved publication arrangement shall adopt and apply in its
activities rules, which shall contain measures for the prevention and detection of conflicts of
interest with its clients.

(2) The approved publication arrangement which carries out an activity as an investment
firm or as a market operator shall adopt and apply in its activities rules for the processing of
information in a non-discriminatory manner and procedures for separation of individual business
activities.

(3) The approved publication arrangement shall develop and maintain at any time security
measures to ensure that the security of the means by which the information is transmitted and
through which it shall minimise the risk of data tampering and unauthorised access and shall
prevent information leakage before its publication.

(4) The approved publication arrangement shall have the necessary resources and back-up
equipment to be able to offer and maintain the services under Article 205, paragraph 2 at any
time.

(5) The approved publication arrangement shall have systems to verify the completeness of
the reports on the effected trade. On established omissions or gross errors, the APA shall require
a repeated submission of a corrected report from the investment firm.

(6) Article 65, paragraph 1, item 15 shall apply mutatis mutandis to APA.

Additional organisational requirements

Article 220. The additional organisational requirements for the activities of APA are
defined in Commission Delegated Regulation (EU) 2017/571 of 2 June 2016 supplementing
Directive 2014/65/EU of the European Parliament and of the Council with regard to regulatory
technical standards on the authorisation, organisational requirements and the publication of
transactions for data reporting services providers (OJ, L 87/126 of 31 March 2017), hereinafter
referred to as Delegated Regulation (EU) 2017/571".

Chapter Twenty
ORGANISATIONAL REQUIREMENTS TO CTP

Publication of information under Articles 6 and 20 of Regulation (EU) No. 600/2014

Article 221. (1) The consolidated tape provider shall adopt and apply appropriate policies
and arrangements for the collection of the information disclosed in accordance with Articles 6
and 20 of Regulation (EU) No. 600/2014 for its consolidation in a constant flow of electronic
data the steady stream of electronic data and for its submission to the public as close as possible
to real time and on reasonable commercial terms and conditions.



(2) The information under paragraph 1 shall contain at least the following details:

1. the code for the identification of the financial instrument;

2. the price at which the transaction is carried out;

3. the volume of the transaction;

4. the time of transaction conclusion;

5. the time of reporting of the transaction;

6. the currency of the transaction;

7. the code of the trading venue on which the transaction was effected or where the
transaction was concluded through a systematic internaliser the code is "SI", and in the other
cases the code is "OTC";

8. use of a computer algorithm when making the decision to invest and the conclusion of
the transaction, where applicable;

9. an indicator that the transaction is subject to special conditions, where applicable;

10. which of the exemptions under Article 4, paragraph 1, letters "a" or "b" of Regulation
(EU) No. 600/2014 of the obligation for public disclosure of the information under Article 3 (1)
of Regulation (EU) No. 600/2014 applies to the transaction in question, where applicable.

(3) The consolidated tape provider shall publish the information referred to in paragraph 1
in such a way as to ensure a quick, effective, consistent and equal access to it, and in a form
which permits its use by market participants.

(4) The information referred to in paragraph 1 shall be provided for free 15 minutes from
the time of disclosure by the CTP.

Publication of information under Articles 10 and 21 of Regulation (EU) No. 600/2014

Article 222. (1) (Effective 3.09.2019, SG No. 15 of 2018) The consolidated tape provider
shall adopt and apply appropriate policies and arrangements for the collection of the publicly
information disclosed in accordance with Articles 10 and 21 of Regulation (EU) No. 600/2014
for its consolidation in a constant flow of electronic data and for its submission to the public as
close as possible to real time and on reasonable commercial terms and conditions.

(2) (Effective 3.09.2019, SG No. 15 of 2018) The information under paragraph 1 shall
contain at least the following details:

1. the code for the identification of the financial instrument;

2. the price at which the transaction is carried out;

3. the volume of the transaction;

4. the time of transaction conclusion;

5. the time of reporting of the transaction;

6. the currency of the transaction;

7. the code of the trading venue on which transaction was effected and where the
transaction was concluded through a systematic internaliser the code is "SI", and in the other
cases the code is "OTC";

8. an indicator that the transaction is subject to special conditions, where applicable.

(3) (Effective 3.09.2019, SG No. 15 of 2018) Paragraphs 3 and 4 of Article 221 shall apply
mutatis mutandis.

(4) The consolidated tape provider shall consolidate the data based on the information
published by all regulated markets, MTFs, OTFs and APAs in relation to the financial
instruments referred to in Delegated Regulation (EU) 2017/571.

Policies and rules

Article 223. (1) The consolidated tape provider shall adopt and apply in its activities rules,
containing measures for the prevention and detection of conflicts of interest with its clients.



(2) A market operator or a publishing arrangement operator carrying out an activity as CTP
shall adopt and apply in its activities rules for the processing of information in a
non-discriminatory manner and procedures for separation of individual business activities.

(3) The consolidated tape provider shall develop and maintain at any time security
measures to ensure the security of the means by which the information is transmitted and through
which it shall minimise the risk of data tampering and unauthorised access.

(4) The requirements of Article 219, paragraph 4 shall apply accordingly for the CTP.

(5) Article 65, paragraph 1, item 15 shall apply accordingly for CTP.

Additional organisational requirements

Article 224. Additional organisational requirements to CTP are defined in Delegated
Regulation (EU) 2017/571.

Chapter Twenty One
ORGANISATIONAL REQUIREMENTS TO ARM

Reporting to the Commission

Article 225. The approved reporting mechanism shall adopt and apply in its activities
policies and procedures for information reporting in accordance with Article 26 of Regulation
(EU) No. 600/2014 as quickly as possible and no later than the end of the business day following
the day of conclusion of the transaction. This information shall be reported to the Commission in
accordance with the requirements of Article 26 of Regulation (EU) No. 600/2014.

Policies and rules

Article 226. (1) The requirements of Article 219, paragraphs 1, 2, 4 and 5 shall apply
accordingly for ARM.

(2) The approved reporting mechanism shall develop and maintain at any time security
measures to ensure the security of the means and the authenticity verification through which the
information is transmitted and through which it shall minimise the risk of data tampering and
unauthorised access and shall prevent information leakage, and shall ensure the confidentiality of
data any time.

(3) The approved reporting mechanism shall have systems for detection of errors or
omissions committed thereby, which enable it to correct them and re-submit correct and complete
reports on the transactions to the Commission.

(4) Article 65, paragraph 1, item 15 shall apply accordingly for ARM.

Additional organisational requirements

Article 227. (Amended, SG No. 24/2018, effective 16.02.2018) Additional organisational
requirements to ARM are defined in Delegated Regulation (EU) 2017/571.

PART THREE
SUPERVISION

TITLE ONE
SUPERVISION ON A CONSOLIDATED BASIS

Chapter Twenty Two
SUPERVISION ON A CONSOLIDATED BASIS



Significant branch of an investment firm

Article 228. (1) The Financial Supervision Commission may request from the
consolidating supervisor, if any, or from the competent authority of the home Member State a
specific branch of an investment firm, other than an investment firm under Article 95 of
Regulation (EU) No. 575/2013, licensed in a Member State, through which it performs activities
in the Republic of Bulgaria, to be considered significant. Specified in the request shall be the
reasons for the designation of the branch as significant, indicating expressly the following
information as well:

1. whether the market share of the respective branch of the investment firm exceeds two per
cent in the Republic of Bulgaria in terms of client assets;

2. the potential impact from suspension or termination of the activity of the investment firm
on the market liquidity, payment systems and clearing and settlement systems in the Republic of
Bulgaria, and

3. the size and significance of the respective branch, taking into account the number of its
clients in comparison with the financial system of the Republic of Bulgaria.

(2) The Financial Supervision Commission jointly with the competent authority of the
home Member State and with the consolidating supervisor, if any, shall adopt a decision on the
designation of a branch as significant within two months of the receipt of the application.

(3) If no common decision is reached within the time limit under paragraph 2, the
Commission shall adopt its own decision within two months of expiry of the time limit under
paragraph 2. The Financial Supervi