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List of Abbreviations:
АCB – Association of Commercial Banks;

BNB – Bulgarian National Bank;

BSE – Bulgarian Stock Exchange;

ЕC – European Commission;

ЕU – European Union;

LPOS – Law on Public Offering of Securities;

FSC – Financial Supervision Commission;

DIF – Deposit Insurance Fund;

SICF – Securities Investor Compensation Fund;
EFDI – European Forum of Deposit Insurers.

Securities Investor Compensation Fund (SICF) is created in May, 2005 when the amendments and supplements in the Law on Public Offering of Securities entered into force. The first Management Board of the Fund was elected in August, 24th, 2005. 
The Fund contributes for the stability and confidence in the capital market, by providing compensation to the claims of investment intermediaries in compliance with the legal framework in Bulgaria.  
1. Management Board 

SICF is managed by a Management Board. In 2006 the Management Board was operating in the following structure, as it has been elected since 2005: 
Mileti Mladenov – Chairman;
Borislav Popov
 – Deputy Chairman;
Veselin Ralchev – member, representative of the Bulgarian Association of Licensed Investment Intermediaries;
Irina Martseva –  member, representative of the Association of Commercial Banks in Bulgaria; 
Javor Dimitrov – member, representative of both organizations;

In 2006 the Management Board activities were in compliance with their rights, set in the LPOS and in the Regulation for the Operation and Management of the Fund. In 2006 seventeen meetings were held, 95 issues were discussed and 71 decisions were taken. 
In 2006 the Management Board took decisions related to the organization of the Fund’s activities and the increase in its efficiency. Internal rules on salary, budget performance, reporting and professional ethics were also adopted. The reports that should be presented to the FSC in accordance with art. 29, para. 1, item 2 of the Regulation were developed and implemented as well. The Fund also took actions for collecting the annual payments for 2005 and 2006 from investment intermediaries and some steps were taken for the correct calculation of the annual payments. Additional information was gathered aiming at defining the target level of the Fund and compensation of the claims in cases where investments intermediaries are not able to pay back to their clients. Some additional researches were undertaken related to the inclusion of asset management companies in the scheme since the beginning of 2007. The Fund also initiated proposals for amendments and supplements in the LPOS and in the Regulation as well as some proposals on the Ordinance №23 on the terms and procedures on clients’ assets valuation.  The Fund’s Internet web-site was created, which significantly facilitated the relations between the Fund and participants in the scheme, as it contains important information on the Fund’s activities, updated legal acts, information on the annual payments, announcements, useful links, etc. 
2. Activities 

The main activities of the Fund are collection of contributions from the legal entities licensed to perform investment services, compensation payments to investment intermediaries’ clients in cases and up to the limits set in the LPOS and investment of the accumulated funds in government securities, short-term deposits in banks and deposits in the central bank. More information on Fund’s activities can be found in Annex №1. 
2.1. Legal Framework on the Fund’s Operation 
The creation of the Fund is based on the Directive 97/9/ЕC
 on investor compensation schemes. The Directive sets the minimum requirements for the operation of the Fund, which should be transposed by the member states in their national legislation in relation with the creation of investor compensation schemes. The Directive was transposed in the national legislation by amending the LPOS in May, 2005.  

The requirements set in the Directive 97/9/ЕC regarding compensation payments, limit of compensation and cases of exclusion are transposed in Division IV “Investor Compensation” in LPOS. The legal framework regarding Fund’s activities, amount of annual payments, limit of compensation, contains some provisions that also refer to the structure and activities of the Deposit Insurance Fund. By amendments in the LPOS as of October, 24th, 2006 asset management companies, that perform investment services, have been also included in the scope of the Bulgarian scheme.   

The activities and structure of the Fund are regulated by the Regulation on Organization and Operation of SICF. Amendments and supplements in the Regulation were adopted at the end of 2006 in relation with the EU membership, as these amendments refer to the compensation payments to investment intermediaries with headquarters in an EU member state. 

In February, 2006 the FSC adopted the Ordinance № 23, which arranges the terms and conditions for clients’ valuation in relation with the calculation of the annual payments due by investment intermediaries and estimation of the amount of compensation that could be paid by the Fund when the scheme is activated. The Ordinance № 23 defines in details the rules for clients’ valuation, cases of exclusion, calculation of the annual payments and administrative and penal provisions. Additional instructions were developed for the Ordinance application in relation with valuation of bonds, shares, derivatives and other securities, which do not have a market value.  

In 2006 the Fund adopted a number of internal rules related to its activities, namely – rules for the organization and operation of the Fund, staff remuneration, budget and administrative expenses, professional ethics and labor safety.  
2.2. Participants in the Fund 

There are 90 investment intermediaries - members of the Fund as of January, 1st, 2006 of which 29 are commercial banks operating as investment intermediaries and 61 non bank investment intermediaries. 
According to para. 138 in the additional provisions of LPOS investment intermediaries are obliged to submit a request for a new license to perform investment services in compliance with art. 54, para. 2 and 3. As of January, 31st, 2006 FSC issued a new license to perform investment services 56 investment intermediaries. Art. 56 of the LPOS was also changed and it is in force since January, 2006. According to this amendment the size of the minimum required capital was changed and investment intermediaries should again register their capital in order to perform definite investment services.  
In 2006 FSC took the licence of five investment intermediaries – Accept Finance AD, Fininvest AD, Brokers Group AD and Euroforum AD. Two commercial banks performing investment services – Pireus Bank – Sofia branch and Pireus Eurobank AD, merged into one bank – Pireus Bank Bulgaria, and for that reason the number of the banks, falling in the scope of the scheme was reduced.  
As of December, 31st, 2006 the number of investment intermediaries – members of the scheme was 84, of which 28 were commercial banks performing investment services and 56 non bank investment intermediaries. 

Investment intermediaries, licensed to perform investment services by the FSC, can be allocated into three groups according to the minimum required capital and they are as follows: 
Table. №1. Allocation of investment intermediaries 

according to the minimum required capital
	
	1 500 000 BGN
	250 000 BGN
	100 000 BGN


	As of December, 31st, 2006 г.
	24
	32
	-


The list of investment intermediaries, falling within the scope of the scheme as of December, 31st, 2006 is given in Annex № 2.
In October, 2006 a new para.10 in art. 202 in the LPOS was adopted according to which asset management companies are obliged to make annual payments to the Fund as it is set in art. 77n, para.2  in cases where they perform activities in individual portfolio management in compliance with the client’s contract, and they hold client’s money or securities, which may lead to compensation payments in cases of failures.  This change in the law has been into force since January, 2007, but at the end of 2006 the staff took the necessary measures for including the asset management companies within the scope of the scheme. In this relation the asset management companies were investigated, respectively the type of their licence, services and activities performed by them and instructions were prepared for their future participation in the scheme. 
 2.3. Funds and Investments of the Sceme
The annual payments collected by the scheme are invested in complieance with the Fund’s investment policy, which is developed according to the requirements of the LPOS and the Regulation and which is approved by the Management Board. According to art.77r, para. 2 in the LPOS the Fund can invest the accumulated funds in government securities, short term deposits and deposits in the central bank by providing enough liquidity, yield and safety. For that reasons the Fund’s investment portfolio may consist of government securities with a maturity of 10 years, deposits in commercial banks and repo operations with a maturity less than one year and cash.  
As of December, 2006 the accumulated funds are invested in deposits, as the exposure to a definite bank can not go beyond 40%. The maturity structure of the portfolio is also defined. In 2006 the accumulated funds were invested only in deposits in commercial banks due to higher yield compared to government securities. The accrues interest on the invested funds amounts to 45 917 BGN. 

2.4. Administrative measures 
After the entrance into force of the Ordinance № 23 many of the investment intermediaries submitted their reports in accordance with art. 77n, para. 11 of the LPOS, in which the amount of clients’ assets eligible to compensation was significantly decreased compared to the reports that were initially submitted to the scheme
. Comparing the initial reports with those submited to the Fund after the implementation of the Ordinance, big amounts of assets eligible to compenation were reported as exceptions from the scope of the scheme. After the implementation of Ordinace №23 some investment intermediaries submitted reports several times as there was a tendency for a decrease in the amount of clients’ assets eligible to compensation.The explanation for this tendency was that these assets were held by physical persons or legal entities, which meet the requirements for “other professional investors”, set in para.1 of the Supplement Provisions in the Ordinance.  
In this relation SICF made a request to the FSC and BNB to perform check ups to definite investment intermediaries, incl. banks in order to investigate the procedures for estimating clients’ assets and the compliance of requirements for other professional investors with those set in art. 77g, para. 2 of the LPOS and Ordinance № 23. As a result of these check ups FSC found out that the difference in the information is not due to violence of the legal acts. The differences in the investment intermediaries reports were in the majority of cases due to technical mistakes when defining the value of securities, wrong inclusion of securities and clients in the scope of compensation, e.g. those traded on non regulated market, government securities, wrong calculation of the value of securities by using prices that are different from those announced in the Stock Exchange Bulletin, software mistakes, wrong classification of clients eligible to compensation, accounting mistakes, wrong segregation of clients’ assets, etc.
When ascertaining inaccuracy in the information reported by investment intermediaries as well as a result of the check ups, the reports were amended and the due annual contributions were recalculated. 
In accordance with art. 77n, para. 4 of the LPOS, the annual payment to the Fund were paid in four equal parts in a period of 30 days after the end of each quarter. When the contributions are not paid within the required period an interest equal to that set in the law should be accrued.  The cases as well as the amounts of interest paid for delays in 2006 are shown in table № 2.
Table  №2. Interest paid for delays in 2006 

by investment intermediaries 
	Contributions
	Number of investment intermediaries paying annual contributions with a delay
	Interest due /in BGN./
	Interest paid /in BGN/

	First 
	21
	456
	455

	Second
	20
	184
	187

	Third
	21
	116
	118

	Fourth

	20
	101
	98


 2.5. Compensation payments
SICF provides compensation payment to the clients of investment intermediaries by using the accumulated funds in cases when investment intermediaries are not able to perform their liabilities due to reasons coming from their financial situation. The compensation paid by the Fund is 90% of the total amount of clients’ assets (cash and other clients’ assets) but not more than 12 000 BGN for 2006. For that reason all clients to investment intermediaries possessing clients’ assets at the amount of 13 333,33 BGN and over are going to get compensation payments equal to 12 000 BGN in 2006. In 2007 the maximum level of compensation is going to be 24 000 BGN, in 2008 and 2009 – 30 000 BGN, and since January, 2010 – 40 000 BGN, which is equal to 20 452 EUR using the official BNB exchange rate EUR/BGN=1,95583. It means that the minimum level of compensation set in the Directive is going to be reached after a certain period of time. 

There were no cases of compensation payments in 2006. The stuff mainly dealt with analyses related to estimating the amount of compensation that could be paid in cases of failure and in this aspect additional information on the number of clients holding assets eligible to compensation was gathered from investment intermediaries.  This information is gathered twice a year and it is used for analyzing the target level of scheme funding and defining the rate of the annual contributions. The data for the number of clients is split into groups according to the amount of clients’ assets and it was analyzed as of December, 31st, 2006.  Investment intermediaries are divided into three groups – commercial banks acting as investment intermediaries, non bank investment intermediaries with a minimum required capital of 1 500 000 BGN and non bank investment intermediaries with a minimum required capital of 250 000 BGN.  
Figures 1-3 show that the majority of clients eligible to compensation hold assets (cash and securities) at the amount of 1 000 BGN. These estimations for the amount of compensation that could be paid when the scheme is activated are presented in table №3. The estimations are done by assuming a maximum payment for each group as for the last four groups where the amount of clients’ assets is over13 333,33 BGN
, it is assumed that the maximum level of compensation paid by the Fund, would be 12 000 BGN (the actual maximum level for 2006). The Fund would paid the highest compensation to the clients of investment intermediaries with a minimum required capital of 1 500 000 BGN. It is obvious from the table that the Fund is going to pay the highest compensation to the clients holding assets up to the amount of 1 000 BGN due to the big amount of clients falling in this group as well as to the clients holding assets at the amount over 44 444,44 BGN

Fig. 1. Number of clients – investment intermediaries 

with a minimum required capital of 1 500 000 BGN
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Fig. 2. Number of clients – investment intermediaries 

with a minimum capital of 250 000 BGN
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Fig. 3. Number of clients – commercial banks 

(investment intermediaries)
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As of December, 2006 the amount of the accumulated funds came to 1 026 641 BGN. Estimations based on the number of clients eligible to compensation point that in cases of inability of investment intermediaries to perform their duties to the clients, the Fund may have liquidity problems when paying compensation to 8 of the investment intermediaries belonging to the group of those with a minimum required capital of 250 000 BGN (32 investment intermediaries in total), and respectively to 15 of the investment intermediairies belonging to the group with a minimum required capital of 1 500 000 BGN (24 in total) and to 6 of the commercial banks (28 in total). These estimations are done by analysing the amount of client assets eligible to compensation to every single investment intermediary. The whole issue is related with the maximum target level of the accumulated funds and it is 5% of the total amount of clients’assets of investment intermediaries participating in the scheme.  
There are possible solutions in cases of shortage of funds as collection of the annual contributions in advance, increases of the annual payments or taking a loan. 

The actual problems that may arise in cases of compensation payments are mainly related with the valuation of clients’ assets and calculation of the amount of claims as well as the probability that compensation would be paid to many clients /fig. 1-3 show that on the Bulgarian market prevail clients holding assets at the amount up to 1 000 BGN/.

Table №3. Amount of clients’ assets eligible to compensation calculated on the basis on the number of clients 
	Clients’ assets

	Number of clients - investment intermediaries with a minimum required capital of 1 500 000 BGN.
	Amount of assets eligible to compensation – investment intermediaries with a minimum required capital of 1 500 000 BGN.
	Number of clients – investment intermediaries with a minimum required capital of 250 000 BGN.
	Amount of assets eligible to compensation -  investment intermediaries with a minimum required capital of 250 000 BGN.
	Number of clients – commercial banks operating as investment intermediaries 
	Amount of assets eligible to compensation – commercial banks operating as investment intermediaries 

	
	
	
	
	
	
	

	From 0,01 BGN to 1000,00 BGN
	14240
	67,49%
	      12 816 000    
	20,03%
	7952
	75,58%
	     7 156 800    
	26,89%
	6268
	70,90%
	     5 641 200    
	22,88%

	From  1000,01  BGN   to  3000,00  BGN
	2125
	10,07%
	       5 737 500    
	8,97%
	794
	7,55%
	     2 143 800    
	8,06%
	797
	9,01%
	     2 151 900    
	8,73%

	From 3000,01  BGN  to  5000,00   BGN
	875
	4,15%
	       3 937 500    
	6,15%
	310
	2,95%
	     1 395 000    
	5,24%
	326
	3,69%
	     1 467 000    
	5,95%

	From  5000,01  BGN  to  7000,00   BGN
	506
	2,40%
	       3 187 800    
	4,98%
	183
	1,74%
	     1 152 900    
	4,33%
	227
	2,57%
	     1 430 100    
	5,80%

	From  7000,01  BGN  to   10000,00  BGN
	539
	2,55%
	       4 851 000    
	7,58%
	164
	1,56%
	     1 476 000    
	5,55%
	201
	2,27%
	     1 809 000    
	7,34%

	From  10000,01  BGN  to 12000,00   BGN
	279
	1,32%
	       3 013 200    
	4,71%
	106
	1,01%
	     1 144 800    
	4,30%
	94
	1,06%
	     1 015 200    
	4,12%

	From  12000,01  BGN to 13333,33   BGN
	148
	0,70%
	       1 775 999    
	2,78%
	60
	0,57%
	       719 999    
	2,71%
	72
	0,81%
	       863 999    
	3,51%

	From  13333,34   BGN  to  26 666,66  BGN
	907
	4,30%
	      10 883 997    
	17,01%
	298
	2,83%
	     3 575 999    
	13,44%
	232
	2,62%
	     2 783 999    
	11,29%

	From   26 666,67  BGN  to  33 333,33  BGN
	242
	1,15%
	       2 903 999    
	4,54%
	96
	0,91%
	     1 151 999    
	4,33%
	72
	0,81%
	       863 999    
	3,51%

	From    33 333,34  BGN  to  44 444,44  BGN
	322
	1,53%
	       3 863 999    
	6,04%
	97
	0,92%
	     1 163 999    
	4,37%
	88
	1,00%
	     1 055 999    
	4,28%

	Over 44 444,45  BGN
	917
	4,35%
	      11 003 997    
	17,20%
	461
	4,38%
	     5 531 998    
	20,79%
	464
	5,25%
	     5 567 998    
	22,59%

	Total
	21100
	100,00%
	      63 974 992    
	100,00%
	10521
	100,00%
	   26 613 296    
	100,00%
	8841
	100,00%
	   24 650 397    
	100,00%


Fig. 4 and 5 show that the majority of clients’ assets eligible to compensation belong to commercial banks despite they do not include cash balances which are compensated by the DIF. In compliance with the LPOS only securities held by the banks are eligible to compensation and cash balances held for investment purposes are compensated by the DIF in cases of bank failures. The bigger amount of the annual contributions made by the banks is due to the bigger amount of clients’ assets eligible to compensation. Regarding the type of clients’ assets eligible to compensation there is a prevalence of securities which are less risky compared to cash. At the end of 2006 the amount of cash held by investment intermediaries with a minimum required capital of 1 500 000 BGN is 6,73% of the total amount of assets and for those with a minimum required capital of 250 000 BGN – 3,57%.

Fig. 4. Clients’ assets, presented by 

a type of investment intermediary 
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Fig. 5. Annual contributions paid as of the end of 2006
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Table №4 shows that the share of clients’ assets eligible to compensation is very small compared to the total amount of assets held by investment intermediaries. The share of securities eligible to compensation is between 8% and 13% of the stock exchange capitalization. Clients’ assets eligible to compensation are held by definite investment intermediaries – non bank investment intermediaries and commercial banks, which determine considerably high level in the sector. The small amount of assets eligible to compensation is due to the big number of exceptions as well as the possibility investment intermediaries to determine which clients could be classified in the category “other professional investors”.  
Table №4. Stock exchange capitalization and securities eligible to compensation
	Year
	I.2006
	II.2006
	III.2006
	IV.2006
	V.2006
	VI.2006
	VII.2006
	VIII.2006
	IX.2006
	X.2006
	XI.2006
	XII.2006

	Total stock exchange capitalization
	8850070436
	8993105215
	9068326698
	9699301115
	9821324667
	9914394123
	10651274524
	10621258013
	11210815286
	12447302713
	13888772014
	15314018541

	Securities eligible to compensation /investment intermediaries with a minimum required capital of  1,5 mln. BGN/
	183647661
	192741000
	191217511
	188466616
	197614788
	218263240
	269741358
	246339343
	279542435
	379867626
	376648001,3
	314392506,6

	
	2,08%
	2,14%
	2,11%
	1,94%
	2,01%
	2,20%
	2,53%
	2,32%
	2,49%
	3,05%
	2,71%
	2,05%

	Securities eligible to compensation /investment intermediaries with a minimum required capital of  250 thousand BGN/
	99207947
	101575666
	126586883
	132598710
	151145529
	137610439
	530662433
	127987104
	119827214
	126949069
	147274073,8
	156745724

	
	1,12%
	1,13%
	1,40%
	1,37%
	1,54%
	1,39%
	4,98%
	1,21%
	1,07%
	1,02%
	1,06%
	1,02%

	Securities eligible to compensation /commercial banks/
	498791735
	476692345
	468036199
	478786260
	467404419
	551743871
	534036186
	670507835
	581772173
	703358961
	898013556,3
	1447023016

	
	5,64%
	5,30%
	5,16%
	4,94%
	4,76%
	5,57%
	5,01%
	6,31%
	5,19%
	5,65%
	6,47%
	9,45%

	Securities eligible to compensation /total/
	781647343
	771009011
	785840593
	799851586
	816164736
	907617549
	1334439978
	1044834283
	981141822
	1210175657
	1421935631
	1918161247

	
	8,83%
	8,57%
	8,67%
	8,25%
	8,31%
	9,15%
	12,53%
	9,84%
	8,75%
	9,72%
	10,24%
	12,53%


2.6. Internal organization of Fund’s activities 

The internal organization of the fund is structured into four divisions - “Information and Analyses”, “Legal”, “Accounting” и „Supplementary Activities”. In 2006 the staff of the Fund consists of 5 people: a chief accountant, two economists working in the Information and Analyses Division, technical assistant and a house keeper. There are two people – legal advisor and a cleaner working on civil contracts. 
The work in the different divisions is organized in compliance with the internal rules for organization and activities of the Fund adopted by the MB. 
The activities performed by the different divisions within the Fund can be summarized as follows:

“Information and Analyses” Division collects, aggregates and analyses the information from investment intermediaries in order to verify the amount of the annual contributions, possible risks and the amount of compensation that could be paid in cases of investment intermediaries failures. The division provides technical assistance to investment intermediaries in relation with the calculation and payment of the annual contributions and initiate amendments in the legal acts that refer to the investor compensation scheme. 

„Legal” Division initiates amendments in the legal acts related to the Fund’s activities, supports the legal work of the Fund, the MB and the chairman and prepares statements on draft legal acts. This division is substituted by a legal advisor. 
“Financial and Accounting” Division organizes financial and accounting work of the Fund, makes the annual financial reports, the draft budget and the quarterly reports in accordance with Art. 29 of the Regulation. 
In 2006 the staff of the Fund had the possibility to participate in different training courses and seminars aiming to increase their qualification. In March two employees from the “Information and Analyses” Division participated in a three day international seminar “Investment and Pension Funds” organized by the ATTF and IBI. The lecturer of the seminar was a representative of the Rothschild Bank, Luxembourg and the topic was in the field of management of investment funds, their structure, participants, rules and tendencies for development. 

At the end of April employees from the Fund participated in the forum “Bulgarian Business Days”, organized by the center for education “Hermes”. The trends for development of the Bulgarian capital market were discussed on this forum and the chairman of the SICF made a presentation on “The Role of Investor Compensation Schemes for the Development of the Capital Market”.  Materials for the Fund’s activities were published in the media, e.g. interviews, articles, research papers. 
2.7. International cooperation
In 2006 the staff of the Fund participated in several international activities. In the framework of the Twinning project between the FSC and Polish KDPW two working visits with experts from the Polish Investor Compensation Scheme were held. During these visits the Fund’s experts were consulted on different issues, e.g. compensation of the annual contributions, scope of assets eligible to compensation, participants in the scheme, its funding and relations between investment intermediaries and supervisory authorities. Polish experts made concrete recommendations for improving the Funds activities regarding the scope of the participants in the scheme and clients’ eligible to compensation, calculation of the annual premiums, information that should be gathered from investment intermediaries and funding of the scheme. 

In May, 10th, 2006 SICF became an associated member of the European Forum of Deposit Insurers EFDI
, where participate European institutions working not only in the field of deposit insurance but also in investor compensation. Through EFDI cooperation was established between the Hungarian Investor Protection Fund and SICF, which is very useful as the Hungarian scheme has a rich experience in the field of investor compensation as it has gone through several events of compensation. 

In July, 2006 a study visit to the Irish investor compensation scheme was organised and funded by the instrument for technical assistance of the European Commission – TAIEX. During the meeting with experts from the Irish scheme issues related to the investment policy of investor compensation schemes, methodology for calculation of the annual contributions, way of compensation payments and funding of schemes in cases of shortage of funds were discussed. 

At the end of November 2006 by the assistance of the SICF staff, a presentation held in BNB by dr. Leonie Bell, senior consultant  in OXERA Consulting Ltd., London was organised. Results from a research on investor compensation schemes operating in the EU member states initiated Еuropean Commission
. were presented during the presentation. Representatives from the SICF, BNB and FSC took part in the discussions. 

The Fund’s international activities were concentrated on exchange of information and investigating of foreign experience in calculation of the annual contributions, scheme funding, scope of compensation, cases of exclusions, cases of failures, compensation payments, etc. 
3. Future activities in 2007

After joining to the EU in 2007, Bulgaria adopted the EU standards, providing by this more stable legal environment and security for investments. The expectations are for a stable economic growth and dynamic development of financial products and services. Banks still prevail in financial intermediation but non bank financial intermediaries continue to increase their share in the process of financial intermediation. Taking into consideration the integration of Bulgarian market in the EU market of financial services, it can be concluded that there are favourable perspectives for development of the non bank financial sector. The increase of investment culture of consumers as well as improvement of investment services, market transparency and providing of a reasonable consumer protection will contribute to the development of non bank financial intermediation. A good working capital market provides fast and effective transformation of savings into investments. 

In 2007 the Funds effords will be directed to:
· Increasing the scope of participants in the scheme by including the asset management companies;

· Adoption of the existing legal acts in compliance with the amendments in the LPOS;

· Adoption of the Ordinance for the Terms and Conditions for Compensation Payments;

· Conclusion of Bilateral agreements with investor compensation schemes within the EU;

· Analyses and reseaches;

· Increasing qualification of the staff by participating in seminars, conferences, courses, etc. 

Annex № 1

What is Securities Investor Compensation Fund?

SICF is a part of the financial safety net existing in Bulgaria. The Fund is created in 2005 and its operation is based on the Directive 97/9/ЕC, which sets the minimum requirements for the creation of investor compensation schemes in the EU member states. Investor compensation schemes reduce the risk for the retail clients resulting from financial losses which they may suffer  when investment company is unable to pay back clients’ assets due to reasons related to its financial state. 

Investor compensation schemes provide protection to a certain limit and they are important mainly to the retail investors, which contrary to the firms and institutional investors, do not have the possibility to analyse by themselves the risk taken as they do not have enough information, financial resources and expertise. The participants in the Bulgarian scheme are investment intermediaries, incl. commercial banks and asset management companies, authorised to perform investment services. 

The majority of investment intermediaries performing operations on the capital market in Bulgaria work as brokers, e.g. for somebody else’s account, which decrease the risk for misuse of clients’ assets. Typical risks that may lead to activating the scheme are misuse or misappropriation of clients’ assets by the broker or by a third party, risk of illegal transfer or misappropriation of clients’ assets in order to cover own losses, accounting mistakes, misleading reporting, risk of bad management, etc.  

The participation of investment intermediaries in the investor compensation scheme in in Bulgaria is obligatory. Branches of investment intermediaries whose headquarters are situated in the EU member states, where an investor compensation scheme exists are excluded from participation in SICF. There is a possibility these branches to participate in the Bulgarian scheme in case they want so, if the investor compensation scheme in their home country provides a smaller limit of compensation. 

The Fund has a two-tier management structure and it consists of a Management Board with five members elected from different institutions. SICF is an independent legal entity and its activity is controlled by the Bulgarian National Audit Office and FSC. The Fund may require all the necessary information from the BNB and FSC related to the amount of clients’ assets and calculation of the premiums. 

The Fund provides compensation to legal entities and physical persons byt a number of exclusions exist. These exclusions are based on the ability of the legal entities and physical persons to estimate and control the risk, participation of interested persons, state institutions, participants in the scheme, etc. 

SICF is of the ex ante type, e.g. participants in the scheme make payments in advance before the occurance of an event that may activate the scheme. The participants in the scheme make single initial payments and annual contributions, which are calculated on an average monthly basis on the amount of clients’ assets for the previous year. A different percentage rate is applied on securities and cash held by the clients as it is bigger for cash due to bigger risk of loss. 
Annex № 2

	List of Investment Intermediaries – Members to the Fund 
as of December, 31, 2006 

	member as of

	1
	ABV - INVESTMENTS LTD
	September, 2005 

	2
	AVAL IN AD
	September, 2005 

	3
	ARGO - INVEST AD
	September, 2005 

	4
	BALKAN INVESTMENT COMPANY AD
	September, 2005 

	5
	BALKAN CONSULTING COMPANY AD
	September, 2005 

	6
	DSK BANK OTP GROUP
	September, 2005 

	7
	PIRAEUS BANK BULGARIA
	September, 2005 

	8
	HEBROS BANK AD
	September, 2005 

	9
	BBG SIMEX - BULGARIA LTD
	September, 2005 

	10
	BG PROINVEST AD
	September, 2005 

	11
	BENCHMARK FINANCE AD
	September, 2005 

	12
	BETA CORP AD
	September, 2005 

	13
	BNP PARRIBAS AD
	September, 2005 

	14
	BORA INVEST AD
	September, 2005 

	15
	BUL TREND BROKERAGE LTD
	September, 2005 

	16
	UNICREDIT BULBANK AD
	September, 2005 

	17
	BULBROKERS AD
	September, 2005 

	18
	BULEX INVEST AD
	September, 2005 

	19
	BULFIN INVEST AD
	September, 2005 

	20
	BULGARIAN AMERICAN CREDIT BANK
	September, 2005 

	21
	BULGARIAN POST BANK
	September, 2005 

	22
	VARNA INVESTMENT INTERMEDIARY AD
	September, 2005 

	23
	VARCHEV FINANCE LTD
	September, 2005 

	24
	D.I.S.L. SECURITIES AD
	December, 2005

	25
	DELTA STOCK INVESTMENT INTERMEDIARY AD
	September, 2005 

	26
	DZI - INVEST AD
	September, 2005 

	27
	DZI BANK
	September, 2005 

	28
	DEALING FINANCIAL COMPANY AD
	September, 2005 

	29
	EURO - FINANCE AD
	September, 2005 

	30
	EURO GARANT AD
	September, 2005 

	31
	EURODEALING AD
	September, 2005 

	32
	HVB BANK BIOCHIM AD
	September, 2005 

	33
	ELANA TRADING AD
	September, 2005 

	34
	EMPORIKI BANK BULGARIA EAD
	September, 2005 

	35
	ZAGORA FINACORP AD
	September, 2005 

	36
	ZLATEN LEV BROKERAGE LTD
	September, 2005 

	37
	ING BANK H.B. – SOFIA BRANCH
	September, 2005 

	38
	INTERNATIONAL ASSET BANK
	September, 2005 

	39
	INTERCAPITAL MARKETS AD
	September, 2005 

	40
	MAKKAP BROKERS AD
	September, 2005 

	41
	FAVORIT AD
	September, 2005 

	42
	CAPITAL ENGINEER PROJECT LTD
	September, 2005 

	43
	CAPITAL FINANCE LTD
	September, 2005

	44
	KAPMAN AD
	September, 2005

	45
	KD SECURITIES EAD
	November, 2005

	46
	CAPITAL MARKETS AD
	September, 2005 

	47
	CORPORATE COMMERCIAL BANK
	September, 2005 

	48
	MAKLER - 2002 AD
	September, 2005 

	49
	METRIK AD
	September, 2005 

	50
	NABA INVEST AD
	September, 2005 

	51
	ENCOURAGEMENT BANK
	September, 2005 

	52
	UNITED BULGARIAN BANK
	September, 2005 

	53
	MUNICIPAL BANK PLC
	September, 2005 

	54
	POZITIVA AD
	September, 2005 

	55
	POPULYARNA CASA - 95 AD
	September, 2005 

	56
	FIRST FINANCIAL BROKERAGE HOUSE LTD
	September, 2005 

	57
	FIRST INVESTMENT BANK
	September, 2005 

	58
	RAIFFEISEN BANK
	September, 2005 

	59
	REAL FINANCE AD
	September, 2005 

	60
	SG EXPRESSBANK
	September, 2005 

	61
	SII SECURITIES AD
	September, 2005 

	62
	CITIBANK N.A. - SOFIA BRANCH
	September, 2005 

	63
	SOMONY FINANCIAL BROKERAGE LTD
	September, 2005 

	64
	SOFIA INVEST BROKERAGE AD
	September, 2005 

	65
	SOFIA INTERNATIONAL SECURITIES AD
	September, 2005 

	66
	STANDARD INVESTMENT AD
	September, 2005 

	67
	STATUS INVEST AD
	September, 2005 

	68
	ECONOMIC AND INVESTMENT BANK
	September, 2005 

	69
	STS FINANCE AD
	September, 2005 

	70
	ALLIANZ BULGARIA
	September, 2005 

	71
	INVESTBANK AD
	September, 2005 

	72
	MKB UNIONBANK
	September, 2005 

	73
	TBI INVEST LTD
	September, 2005 

	74
	TOKUDABANK
	September, 2005 

	75
	D COMMERCE BANK AD
	September, 2005 

	76
	FAKTORI AD
	September, 2005 

	77
	FIKO INVEST LTD
	September, 2005 

	78
	FK EVER AD
	September, 2005 

	79
	FK KAROLL AD
	September, 2005 

	80
	FK FINA - S AD
	September, 2005 

	81
	FRONTIER FINANCES PLC.
	September, 2005 

	82
	CENTRAL COOPERATIVE BANK
	September, 2005 

	83
	TEXIMBANK
	September, 2005 

	84
	UG MARKET
	September, 2005 


Commercial banks operating as  


investment intermediaries – 75% 

















Investment intermediaries with


 a minimum required capital 


of 250  000 BGN – 8%























Investment intermediaries


 with a minimum required capital  of 1 500 000 BGN – 17% 
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Investment intermediaries with


 a minimum required capital 


of 250  000 BGN –28%








Commercial banks -  59%





Investment intermediaries


 with a minimum required capital  of


 1 500 000 BGN – 13% 








 














� Borislav Popov held the position of Deputy Chairman up to August, 1st, 2006.


� For more information see Directive 97/9/EEC of the European Parliament and of the Council of 3 March 1997 on investor compensation schemes.


� EUR/BGN=1,95583, which the the official BNB exchange rate as of 31.07.2007. 


�  This information was prepared in accordance with the instruction of the FSC and the reports were submitted to the Fund before the entrance into force of the Ordinace № 23.


� The fourth contribution for the year of 2006 was paid in the end of January 2007.


� The Fund pays 90% of the amount of clients’ assets as in 2006 the maximum level of compensation is 12 000 BGN, which in fact 90% of 13 333,33 BGN.


� 90 % of this amount is equal to the maximum level of compensation of 40 000 BGN, which is foreseen to be achieved in 2010.


�Clients’assets eligible to compensation include both securities and cash held by one client.


� European Forum of Deposit Insurers.


� For more information see Description and Assessment of the National Investor Compensation Schemes Established in Accordance with Directive 97/9/EC, OXERA, Report prepared for European Commission (Internal Market DG), 2005. 
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