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List of Abbreviations
АBB – Association of Banks in Bulgaria;

BALII– Bulgarian Association of Licensed Investment Companies;
BAAMC – Bulgarian Association of Asset Management Companies; 

BNB – Bulgarian National Bank;
BSE – Bulgarian Stock Exchange;
NS – National securities;

ЕC – European Commission 
ЕU – European Union;
LPOS – Law on Public Offering of Securities;
LMFI – Law on Markets for Financial Instruments;

II – Investment Intermediaries;
FSC – Financial Supervision Commission;

ROOICF – Regulation of Organization and Operation of Investors Compensation Fund;

MB –Management Board; 

DIF – Deposit Insurance Fund;

ICF – Investors Compensation Fund;
EFDI – European Forum of Deposit Insurers
The investors compensation fund aims to contribute to raising confidence in the capital market, as well as to its development and stability, by providing compensation to the clients of investment intermediaries and their branches in the host-countries in European Union (EU) in case of a failure of an investment intermediary to pay to its claimants, due to reasons related to its financial state.

Due to the implementation of the Law in Markets in Financial Instruments (LMFI) as of November, 1
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 2007, the name of the Fund was changed into Investors Compensation Fund. 
1. Management Board 

In 2007 the Management Board of ICF was operating in the following structure: 

Mileti Mladenov – Chairman of the Management Board;

Veselin Ralchev – Member, representative of the BALII;

Irina Martseva – Member, representative of the АBB in Bulgaria; 

Javor Dimitrov – Member, representative of both BALII and АBB ;
In 2007 the Management Board activities were in compliance with their rights, set in the Law of Public Offering of Securities (LPOS) and in the Regulation of Organization and Operation of Investors Compensation Fund (ROOICF) as well as Ordinance №23 on the Terms and Procedure for Client Asset Valuation and the LMFI which was in force from November 2007. 
During the reported period the Management Board held thirteen meetings, discussed 89 issues and took 46 decisions. 
From the 1
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of January to the 31
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 of December 2007 ¼ of the annual contributions due from the investment intermediaries for 2006 and ¾ of the annual contributions for 2007 were accumulated  in the Fund , , as well as the interest received on  Fund’s investments the interest paid by the investment intermediaries due to delayed payments in accordance with art. 77n, para 8 of the LPOS.
As of December 2007, the total value of the Fund’s assets was 2,5 million BGN. In accordance with art.77n, para 4 of the LPOS, the annual premium should be paid within a 30-day period after the end of each quarter, however some of the investment intermediaries do not pay within the period, and for that reason they should pay interest for the delay. In 2007 all interest accrued for a delay was paid. As of the end of 2007 all investment intermediaries participating in the scheme performed their duties to the Fund. The money accumulated in the Fund were invested in short-term deposits in commercial banks (mostly with a maturity of 6 months), in compliance with the Investment policy of the Fund. The interest received on the invested deposit amounts to 99 000 BGN.
Despite the global financial crisis since the summer of 2007 there have been no preconditions in Bulgaria for compensation payments to the clients of investment intermediaries.
The main points of the Funds activity in 2007 are related to the participation of asset management companies to the scheme, implementation of the LMFI and the resulting amendments in the relevant legal framework that affected the Fund’s activity. Other issues on which the staff of the Fund was working were related to the analysis of the risk of a bankruptcy of an investment intermediary and the possible payments of compensation by the Fund, as well as setting an appropriate rate for the annual contribution, and a number of other operative issues.
In 2007 The Fund continued his cooperation with different institution, namely –Financial Supervision Commission (FSC), Bulgarian National Bank (BNB), the National Audit Office, ABB, BALIC, Bulgarian Association of Asset Management Companies (BAAMC), as well with the participants in Investors Compensation Scheme – investment intermediaries, commercial banks and asset management companies, mainly in connection with  setting up the scope of the financial instruments liable to compensation, and payment of the annual contribution. The successful cooperation with the Investor Protection Fund in Hungary and the Mandatory Compensation Scheme in Poland continued in 2007.
Due to amendments in LPOS, art. 202, that entered into force as of 1
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 January 2007 the asset management companies, whose license gives them the right to provide services according to LPOS, Art. 202, Para 2, section 1 and to keep money or securities of their clients, which could be a reason for future liabilities to them became participants in the scheme. That asset management companies became obligated to pay annual contributions calculated on the basis of the monthly information according to the LPOS, art.  77n, para 1.  In contrast to investment intermediaries participating in the compensation scheme, asset management companies do not pay entry contributions. In the beginning of 2007 there are 24 asset management companies participating in the scheme but only one of them made payments to the Fund, because the others did not hold clients’ assets eligible to compensation. Most of the asset management companies were licensed at the end of 2006, but started operating effectively in 2007.
LMFI transposing the Markets in Financial Instruments Directive (MiFID) came into force as of November 2007 and it is the basic legal act that regulates the activity of the financial markets. The Fund expressed its statement on the proposed by the Ministry of Finance draft law as it was paid attention that by this law a significant change in the activity of the investment intermediaries is going to be done, the Fund is going to compensate more investors and to provide higher protection. The implementation of LMFI caused the relevant amendments in the LPOS, Ordinance №23, the Regulation as well as the regular reporting form according to LPOS, art. 77n, para 11 regarding the clients’ assets eligible to compensation. The Fund made a proposal to the FSC regarding changes in Ordinance№ 23 and in ROOICF about the scope of the assets eligible to compensation, the cases of exclusion from the scheme, the rules for valuation of clients’ assets and the algorithm of calculating the amount of the annual contributions.
Since Bulgaria joined the EU there were two commercial banks that dropped out from the investors compensation scheme and they were branches of banks whose home-countries are in the EU and which, according the terms of LPOS, art.77a, para 5 and Directive 97/9/EC, art.7 regarding investors compensation schemes, are not obliged to make contributions to the Fund. An inquiry was made to the investors compensation schemes in the members-countries where the headquarters of those banks are and as a result it was concluded that the level of compensation provided by the investors compensation schemes in the home countries is higher than the guaranteed level by the Bulgarian scheme and because of that fact there were no reason for the ICF to invite the two banks to take part in the Bulgarian scheme. These cases made it clear that it is necessary to conclude bilateral agreements with investor compensation schemes in the member-countries of the EU in order to arrange additionally the issues connected with the exchanging of information, level of compensation and etc.
In 2007, by initiation of the Fund, the FSC and the BNB made objective check-ups of  the investment intermediaries that aimed to ascertain the correctness of valuation of clients’ assets in compliance with the requirements of LPOS, art. 77g, para 2 and Ordinance №23, and the results of the check-ups were given to the Fund. The reasons for the different information that was provided by the investment intermediaries, were mainly due to  software mistakes, technical mistakes due to manual filling in the reporting forms or delay in the accounting papers, reporting of securities of companies that are traded on non regulated market as eligible to compensation, usage of prices which do not correspond to the prices reported by the BSE, incorrect classification of institutional and professional investors as eligible to compensation, incorrect classification of the clients,  as included in the group of “other institutional investors, wrong reporting of instruments eligible to compensation, etc. 
Despite the fact that in 2007 the investment intermediaries have gained some experience in the valuation of clients’ assets eligible to compensation as well as in determination of the amount of the due contribution, there were still intermediaries that had troubles in valuation of clients’ assets and the scope of the assets subject to compensation and because of that fact there were a lot inquiries to the Fund. Because of the wrong calculation of the contribution the Management Board of the Fund took decisions for distributing the overpaid amounts, for returning back amounts when claims from investment intermediaries were received in the Fund, as well as for additional payment of due contributions.
A lot of information is received– monthly information according to the LPOS, art. 77n, para 11 and information for the number of clients eligible to compensation allocated in groups determined on the basis of the amount of clients’ assets which is reported twice a year, which shows that the number of the investment intermediaries is significant /as of the end of 2007 information from 80 investment intermediaries and 2 asset management companies is received in the Fund /. The reported information is being checked currently for correctness aiming at correct calculation of the contributions and it is used for a basis to make current analysis regarding clients’ assets. Because of the big amount of incoming information and also for the purposes of the data analysis there was a necessity for developing an information system with database in order to aggregate the data, to enable automatic calculations, to summarize values by period and by investment intermediary, to summarize information and so on, as well as creation of an on-line portal for receiving digitally signed documents. In 2007 the Management Board of the Fund approved an offer and a company that should develop an information portal and a database for the information that is received and processed in the Fund. 
In 2007 according to a decision of the MB the investment intermediaries made annual contribution to the Fund which is equal to a 0, 5% of the total amount of cash and 0,1% of the total amount of the other clients’ assets for the previous year and the rate is still kept on the maximum possible amount in accordance with the LPOS. On the basis of the expected income for 2008 and the possible amount of compensation that should be paid by the Fund in case of a bankruptcy of an investment intermediary, calculated on the basis of number of clients eligible to compensation, the MB of the Fund took a decision to continue on with the maximum amount of the rate for the annual contributions for 2008 as well.
In 2007 some amendments in the internal legal acts that regulate the activity of the Fund were also made and they are – the internal rules for the salary of the staff, the internal rules for organization and activity of the Fund and instructions in connection with the Law for Public Offerings.
2. Fund’s Activity and the Influence of the Macroeconomic Environment 
The mission of the Fund is to contribute to the credibility and stability of the capital market in Bulgaria by providing compensation to the claims of the investors in financial instruments. The Scheme itself is not independent by the macroeconomic environment. The Fund’s activity is related with the financial events not only in national but also in worldwide scope. For that reason considering the Fund’s activity in 2007, the attention should be drawn to one of the worldwide problems that indirectly concern the Bulgarian capital marker, namely – the global financial crisis that started in the summer of 2007.  The crisis affects directly the banks that are also participants in the investor compensation scheme. One massive crisis could threaten the financial stability of the participants in the capital market. The ICF, being even at its opening stage of its operation, is an important part of the financial safety net in the country. In the present report the risk in the investor compensation scheme is being analyzed on the grounds of the number and assets of the investors that could be eligible to compensation. 
2.1. Participants in the Fund
As of January, 1st, 2007 the licensed investment intermediaries - members of the Fund are 106 of which 28 are commercial banks, 56 non bank investment intermediaries and 22 asset management companies.  
From the investor compensation scheme in 2007 dropped out “Frontier Finance AD ” because of taking off the license by the FSC, and “STS Finance EAD” as well, because of a merger into “Bullbrokers EAD”.   
The new licensed intermediaries that joined the scheme are: “KM Invest EAD” and “EFG Securities Bulgaria EAD”. As it was mentioned above, the branches of ING Bank and BNP Paribas dropped out from the scheme in 2007. The merger of the banks “HVB Biochim”AD, “Hebrosbank “AD and “Bullbank” AD into “Unicredit Bulbank” AD that started 2006 of was finalized, and by the end of 2007 “Postbank”AD and DZI Bank AD merged into “Eurobank & EFG Bulgaria” AD. In 2007 six asset management companies had got license for operating in accordance with art. 202, pear 2, item 1 and they were included in the investor compensation scheme. Those asset management companies are as follows: “Activa Asset Management” AD, “Expat Asset Management” EAD, “Ever Management of assets” AD, “Zagora Finacorp Asset Management” AD, “CTB Asset Management” AD and “CCB Asset Management” EAD. Table 1 shows the number of the non bank investment intermediaries divided by the level of the minimum required capital.
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2.2. Communication with the Participants in the Investor Compensation Scheme
As in any other organization the communication with the participants in the scheme is of high importance for the effective functioning of the Fund. 
Inquiries from the participants in the scheme are received in the Fund and they are about: the scope of clients’ assets which are eligible to compensation, calculation of contributions, filling in the monthly reporting forms etc., and the staff tries to answer precisely to these questions. In order to achieve better communication, some of the inquiries are published on the web-site of the Fund. There are also inquiries from clients of the investment intermediaries about the scope of compensation and the cases when it is provided. This is evidence that the Fund, even indirectly, realizes its mission which is – to contribute to the credibility and confidence of the capital market in Bulgaria. The participants in the scheme are showing higher initiative and correctness regarding their obligations to the Fund, which is also an indication for the significance of the scheme, especially in time, when the prices on the capital market are volatile. It has to be pointed out the professionalism of the employees in the Fund, as well as their will to cooperate with the investment intermediaries and other institutions by giving an interpretation of different issues regarding enforcing the legislation about the valuation of clients’ assets and calculation of the contributions due.

2.3. Funding and investments of the Fund
According to the LPOS provisions, the funds accumulated in the ICF can be invested in financial instruments, which are issued or guaranteed by the Bulgarian government, also in short-term deposits with banks and deposits with the BNB. As of the end of 2007 the funds of the scheme are invested in short terms deposits in several Bulgarian banks – in proportion, amount, maturity and profitability in accordance with the investment policy approved by the Management Board. The MB of the Fund discussed the possibility for investing the Fund’s assets in government securities, issued in BGN or EUR, aiming to reach higher protection and security. In this connection an inquiry was made to the National Audit Office and the Agency for Public Offers about the application of the provisions of the Law on Public Offers for when buying government securities by the Fund.
As of the end of 2007 the investment portfolio of the Fund was 2, 5 million BGN and this money was invested in BGN deposits with a maturity of up to six months according to the requirement laid in the investment policy of the Fund for a maximum exposition to a bank.  The interest received by the invested funds as of the end of 2007 amounts to 98 400 BGN. According to Part III, item 1 of the Investment Policy of the Fund, the MB makes an overview of the investment policy at every 6 months and in case of necessity it could be changed. In 2007 the investment policy was not changed by the MB.

2.4. Administrative Measures
According to art. 77n., para 4 of LPOS, the annual contribution to the Fund made by the investment intermediaries, should be paid to the Fund in four equal payments in a period of 30 days after the end of each quarter, and according to para 8 when the payments are not made within the required period an interest, for the amount due, should be accrued as it is equal to that set in the law. The cases as well as the amounts of interest paid for delays in 2007 are shown in table № 2.
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Some of the investment intermediaries paid the due contribution on the last day of the term and the amount is received in the Fund’s account on the next day. For that delay of a day small amounts of interest are usually due. In 2007 the MB of the Fund adopted an internal procedure, which is applied in cases of not observing.  
2.5. Compensation payments
The compensation that the Fund should provide in cases of a failure of an investment intermediary is 90% of the clients’ assets (securities and cash), but no more than 24 000 BGN for the year of 2007
. In 2007 there were no cases of compensation payments, but besides that fact the stuff of the Fund regularly dealt with analyses related to estimating the amount of compensation on the basis of the information forms for number of clients and clients’ assets eligible to compensation. The eventual amount of the compensation, calculated on the base of clients’ number who are eligible to compensation as of 31st December 2007, among the investment intermediaries with minimum required capital of 250 000 BGN is varies in a wide range /see Fig. №1/. Compensation less than 1 million BGN should be paid by the Fund for the case of 10 investment intermediaries, which could be significant if there is a bankruptcy of several small investment intermediaries, the accumulated funds as of the end of 2007 would not be enough. For the case of investment intermediaries with a minimum required capital of 250 000 BGN the highest part of compensation that should be paid by the Fund is in the range where the clients assets are over 44 444 BGN, followed by the range of 13 333 – 26 666 BGN and the range of the “small” clients possessing assets up to the amount at 1 000 BGN. The analyses of the clients assets, distributed into groups of clients, is important, because it helps analyzing the amount of the contribution paid by the investment intermediaries to the Fund and the amount of compensation, that the Fund should pay in case of  eventual bankrupt of an intermediary. The ratio of the amount of the investment intermediary’s contribution to the amount of compensation, which the Fund should pay to the relevant investment intermediary, in the case of the investment intermediaries with minimum required capital of 250 000 BGN, shows that the amount of compensation is high in comparison with the contribution, which is paid by those intermediaries to the Fund.
 Fig.  2. Compensation payments calculated on the of basis of the number of clients – investment intermediaries 

with a minimum capital of 250 000 BGN
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In comparison with the investment intermediaries with a minimum required capital of 250 000 BGN for several investment intermediaries with minimum capital of 1 500 0000 BGN the amount of the eventual compensation that should be paid in case of a failure would be really high because of the higher number of clients and the large portfolios being managed by those investment intermediaries /see Fig. №2/.
 The highest part of compensation by those investment intermediaries is also in the highest range where the amount of clients’ assets is over 44 444 BGN, followed by the range 13 333 - 26 666 BGN, the range33 333 – 44 444BGN and the group of the “small” clients, which proves the conclusion that the clients of these investment intermediaries are mostly clients with big investments. Similarly to the previous type of the investment intermediaries the proportion of the amount of the contribution to the eventual amount of compensation payments is low, which indicates that the amount of the contribution paid to the Fund is low in comparison with the amount of compensation that could be paid by the Fund if there is a bankruptcy.
Fig.№ 2. Compensation payments calculated on the of basis of number of clients – investment intermediaries with a minimum capital of 1 500 000 BGN
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The amount of compensation that the Fund would pay in case of a bankruptcy of a bank is varying to a considerable extent, and for three of the banks the level of the possible compensation is lower than 50 000 BGN, and one bank does not possess any clients’ assets eligible to compensation /see Fig№3/. There are several banks which the Fund could pay considerable compensation. For banks similar to the investment intermediaries the highest part of compensations that could be paid by the Fund is in the widest range where the amount of the clients assets is over 44 444 BGN, followed by the range of 13 333 – 26 666 BGN and the group of the “small” clients who have assets ranging from 1000 to 3000 BGN. The proportion of the amount of the contribution to the eventual amount of compensation, which could be paid by the Fund, varies in great extent, and for one of the banks the amount of the contribution is considerable 
Fig.№ 3. Compensation payments calculated on the of basis of number of clients of banks- investment intermediaries
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Table №3. Amount of clients’ assets eligible to compensation calculated on the basis on the number of clients 

 /in thousands BGN. /
	Clients’ assets

	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 - 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 – commercial banks operating as investment intermediaries
	Amount of assets eligible to compensation – commercial banks operating as investment intermediaries
	Total sum of assets eligible to compensation 

	
	
	
	
	
	
	
	

	From 0,01 BGN to 1000,00 BGN.
	8791
	67,66%
	7 911,9
	12,62%
	18064
	60,72%
	16 257,6
	9,52%
	8401
	61,22%
	7 560,9
	11,96%
	31 730,4
	10,69%

	From  1000,01  BGN   to  3000,00  BGN.
	1207
	9,29%
	3 258,9
	5,20%
	3028
	10,18%
	8 175,6
	4,79%
	2031
	14,80%
	5 483,7
	8,67%
	16 918,2
	5,70%

	From 3000,01  BGN  to  5000,00   BGN
	429
	3,30%
	1 930,5
	3,08%
	1284
	4,32%
	5 778
	3,38%
	716
	5,22%
	3 222
	5,10%
	10 930,5
	3,68%

	From  5000,01  BGN  to  7000,00   BGN
	279
	2,15%
	1 757,7
	2,80%
	795
	2,67%
	5 008,5
	2,93%
	379
	2,76%
	2 387,7
	3,78%
	9 153,9
	3,08%

	From  7000,01  BGN  to   10000,00  BGN
	286
	2,20%
	2 574
	4,10%
	930
	3,13%
	8 370
	4,90%
	323
	2,35%
	2 907
	4,60%
	13 851
	4,67%

	From  10000,01  BGN  to 12000,00   BGN
	135
	1,04%
	1 458
	2,32%
	434
	1,46%
	4 687,2
	2,74%
	167
	1,22%
	1 803,6
	2,85%
	7 948,8
	2,68%

	From  12000,01  BGN to 13333,33   BGN.
	80
	0,62%
	960
	1,53%
	220
	0,74%
	2 640
	1,55%
	88
	0,64%
	1 056
	1,67%
	4 656
	1,57%

	From  13333,34   BGN  to  26 666,66  BGN
	543
	4,18%
	13 032
	20,78%
	1574
	5,29%
	37 776
	22,12%
	449
	3,27%
	10776
	17,04%
	61 584
	20,75%

	From   26 666,67  BGN  to  33 333,33  BGN
	142
	1,09%
	3408
	5,43%
	375
	1,26%
	9 000
	5,27%
	159
	1,16%
	3 816
	6,04%
	16 224
	5,47%

	From    33 333,34  BGN  to  44 444,44  BGN
	196
	1,51%
	4704
	7,50%
	672
	2,26%
	16 128
	9,44%
	153
	1,11%
	3 672
	5,81%
	24 504
	8,26%

	Over 44 444,45  BGN
	905
	6,97%
	21720
	34,63%
	2374
	7,98%
	56 976
	33,36%
	856
	6,24%
	20 544
	32,49%
	99 240
	33,44%

	Total
	12993
	100,00%
	62 715
	100,00%
	29750
	100,00%
	170 796,8
	100,00%
	13722
	100,00%
	63 228,9
	100,00%
	296 740,7
	100,00%


Table № 3 shows that the compensation which the Fund could pay in cases of failure is the highest for the investment intermediaries with a minimum required capital of 1 500 000 BGN, followed by commercial banks
 and the investment intermediaries with a minimum required capital of 250 000 BGN. These calculations are theoretical because it is not possible all investment intermediaries of a group to be insolvent, but it gives an idea for the preference of the investment intermediaries for the investors in a certain range. Analyzing Fig. № 4 and Fig. № 5, it could be concluded that  for the investment intermediaries with a minimum required capital of 250 000 BGN predominate the “small” investors, in contrast to the commercial banks and the investment intermediaries with a minimum required capital of 1 500 000 BGN, as for the banks the number of the “big” clients isn’t significant, but the amount of clients’ assets is probably higher regardless  the fact that the compensation they would receive from the Fund for 2007 is up to 24 000 BGN which determines the higher amount of contributions of the banks for 2007. 
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 2007
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Fig.6. Financial instruments managed by the commercial banks and the investment intermediaries in 2007.
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Table № 4 shows that the amount of clients’ assets eligible to compensation has been kept very low in comparison with the total amount of assets held by the investment intermediaries and it is varying between 8 and 13% of the amount of the stock exchange capitalization despite the good results in 2007. The part of the securities subject to compensation for the period of January – June 2007 is more significant and the decrease after that is due mostly to the commercial banks /see Fig. 6/. Possible explanation of the decrease could be the already started global financial crisis in the summer of 2007 and the withdrawal of lot investors from the stock exchange. Also, as for the investment intermediaries and commercial banks, it is still noticeable a concentration of clients’ assets eligible to compensation in specific investment intermediaries. The reason for the small amount of assets that are subject to compensation is due to the big amount of the exceptions and the possibility the investment intermediaries to determine to certain degree subjectively which clients to be allocated in the group “other professional investors”.
Table №4. Stock exchange capitalization and securities eligible to compensation / in thousands BGN/
	Year
	I.2007
	II.2007
	III.2007
	IV.2007
	V.2007
	VI.2007
	VII.2007
	VIII.2007
	IX.2007
	X.2007
	XI.2007
	XII.2007

	Total stock exchange capitalization
	17 534 637
	18 548 519
	18 237 884
	17 735 723
	18 746 775
	20 777 353
	22 692 359
	24 594 767
	27 876 667
	29 126 019
	27 902 947
	28 986 859

	Securities eligible to compensation /investment intermediaries with a minimum required capital of 1,5 mln. BGN/
	371 136
	330 907
	294 593
	314 256
	304 086
	414 877
	485 776
	569 222
	561 119
	654 294
	713 237
	710 866

	
	2,12%
	1,78%
	1,62%
	1,77%
	1,62%
	2,00%
	2,14%
	2,31%
	2,01%
	2,25%
	2,56%
	2,45%

	Securities eligible to compensation /investment intermediaries with a minimum required capital of  250 thousand BGN/
	161 883
	162 221
	118 427
	134 848
	128 832
	136 722
	149 336
	152 516
	175 081
	208 538
	227 408
	272 714

	
	0,92%
	0,87%
	0,65%
	0,76%
	0,69%
	0,66%
	0,66%
	0,62%
	0,63%
	0,72%
	0,81%
	0,94%

	Securities eligible to compensation /commercial banks/
	1 806 795
	1 587 335
	1 655 293
	1 600 090
	1 526 198
	2 064 980
	1 504 084
	1 068 505
	1 234 079
	1 261 585
	1 616 788
	1 473 267

	
	10,30%
	8,56%
	9,08%
	9,02%
	8,14%
	9,94%
	6,63%
	4,34%
	4,43%
	4,33%
	5,79%
	5,08%

	Securities eligible to compensation /total/
	2 339 815
	2 080 464
	2 068 315
	2 049 196
	1 959 118
	2 616 580
	2 139 198
	1 790 244
	1 970 280
	2 124 419
	2 557 433
	2 456 848

	
	13,34%
	11,22%
	11,34%
	11,55%
	10,45%
	12,59%
	9,43%
	7,28%
	7,07%
	7,29%
	9,17%
	8,48%


2.6. Personnel and Internal Organization of Fund’s Activity
The organizational structure of the Fund, differentiated in four divisions – “Information and Analysis”, “Law”, “Financial and Accounting” and “Supplementary Activities”, was not changed during 2007. The employment relations are in compliance with the Labor Code. Two employees work on a civil contract with the Fund.
The work in the divisions operates in compliance with the adopted by the MB internal rules for the organization and activities of the Fund.

In 2007 the employees of the ICF were able to take part in courses and seminars for raising their professional and language qualifications. The Fund support as far as possible activities in the field of public relations, the web-site of the Fund is being actualized  in compliance with information that could be useful for the investment intermediaries – participation in conferences, interviews in the media, publications etc. 
2.7. International Cooperation
In 2007 the employees of the Fund took part in several international events. In connection with the prolonged until the end of September Twining project between the FSC and Securities Commission in Poland, the employees of the Fund participated in a meeting that took place at the FSC regarding the existing Poland scheme for guaranteeing the profitability of the pension companies. In the end of August an employee of the Fund took part in a working visit at the Polish Central Depository. At that meeting there were also experts and from the FSC, the Central Depository and the BSE. The issues that were discussed were connected with legislation, the responsibilities of the Central Depository in compliance with investor compensation scheme, the participants in the scheme, the limit of compensation and management of Funds’ assets, as well as the possibility for signing up a memorandum of understanding between the Bulgarian and Polish investor compensation schemes.
In 2007 the Fund continued the established relations with the Hungarian investor protection fund. In July there was a two-day working visit from two representatives of the Hungarian investor protection fund. During the visit the experience of the Hungarian scheme and the legal framework for paying out compensations, the participants in the schemes and the obligations in terms of providing information and calculation of the annual contributions as well as the cases of exclusion were discussed. Draft bilateral agreement between the two schemes as well as the possibility of its signing was also discussed.

On the 22nd of June 2007 the Constituent assembly of EFDI was held and its status was transformed into a non-governmental organization with headquarters in Brussels in compliance with the regulations of the Belgium law. The rules of EFDI were approved and they specified the obligations and the rights of the full and associated members. The ICF is an associate member of EFDI as of March 2006. The activity of EFDI is oriented mostly to deposit guarantee schemes but attention is also paid to the investors’ protection as a part of the financial safety net. For that reason a permanent working group in the field of investor compensation was established. Although the associated members do not participate in the decision making process in EFDI the membership of the Fund in this institution is very useful for the exchanging of information and communication with the investors compensation schemes in the EU member states.
On the invitation by EFDI the Chairman of the MB of ICF took part in the Annual meeting of EFDI that was held in November in Istanbul, where more than 100 people from more than 30 countries were invited. During the meeting there was a presentation of the reports and a discussion on questions of present interest regarding the field of protection of the depositors in the banks and investors. Stressing on the international financial crisis it was made an extra emphasis on the importance of the protection schemes for the stability of the financial sector and the challenges for it and also the models for the risk valuation and calculation of the risk weighed premiums. During the meeting contacts were made with representative from other investor compensation schemes – Turkey, Germany, Latvia, and France.
The participation of experts of the Fund in international meetings and forums in the field of investor compensation is an undoubted advantage because the contacts and the exchange of information helps for developing and using the good foreign experience and best practices in the Bulgarian scheme which in comparison with most of the schemes in EU is comparatively new. In Annex 3 short information for the investor compensation schemes in the “new” member states of EU is given in order to compare them with the Bulgarian Scheme.
The main directions of the international relations of the Fund are in the field of legislation that regulates compensation payments, the scope of the scheme,  conclusion of bilateral agreements with the EU member states, the analysis of the risk and the level of the schemes’ funding.
3. Future Activities in 2008 
The passed 2007 was the first year for Bulgaria as a full member of the EU. In 2007 significant legal acts in the field of capital markets were adopted and they made their reflection on the Fund’s activity. The fact that LMFI became valid imposed changes in the legislation that regulates the activity of the Fund and the information, gathered by the investment intermediaries. It is necessary to be pointed out the continuous development of the world financial crisis that started in 2007 whose effect is still not over and continues testing the financial markets in Europe.
.The future activities of the Fund are going to be directed to:
· Correct processing the monthly data and gathering of the contributions due;
· Starting an electronic network with database and a digital signature;
·  Analyzing the information provided by the investment intermediaries regarding the amendments in the Ordinance for valuation of client assets, in order to determine adequate level of the Fund’ funding;
· Analyzing the information received by the investment intermediaries and the prompt approach of FSC and BNB in case of violations;
· Periodical analysis of the funds that are necessary for eventual compensation payments;
· Implementation of an Ordinance for the terms and conditions on compensation payments by the Fund;
· Concluding the bilateral agreements with Poland and Hungary and establishing cooperation with other organizations working in the field of investor compensation.
Annex  № 1

INVESTMENT INTERMEDIARIES AND COMMERCIAL BANKS MEMBERS OF THE INVESTORS COMPENSATION FUND AS OF DECEMBER 31ST,2007
	1
	ABV - INVESTMENTS LTD

	2
	AVAL IN AD

	3
	ARGO - INVEST AD

	4
	BALKAN INVESTMENT COMPANY AD

	5
	BALKAN CONSULTING COMPANY AD

	6
	DSK BANK OTP GROUP

	7
	БАНКА ПИРЕОС БЪЛГАРИЯ АД 

	8
	BBG SIMEX - BULGARIA LTD

	9
	BG PROINVEST AD

	10
	BENCHMARK FINANCE AD

	11
	BETA CORP AD

	12
	BORA INVEST AD

	13
	BUL TREND BROKERAGE LTD

	14
	BULBROKERS AD

	15
	BULEX INVEST AD

	16
	BULFIN INVEST AD

	17
	BULGARIAN AMERICAN CREDIT BANK

	18
	VARNA INVESTMENT INTERMEDIARY AD

	19
	VARCHEV FINANCE LTD

	20
	D.I.S.L. SECURITIES AD

	21
	DELTA STOCK INVESTMENT INTERMEDIARY AD

	22
	DZI - INVEST AD

	23
	DEALING FINANCIAL COMPANY AD

	24
	EURO - FINANCE AD

	25
	EURO GARANT AD

	26
	EURODEALING AD

	27
	ELANA TRADING AD

	28
	EFG SECURITIES BULGARIA AD

	29
	EMPORIKI BANK BULGARIA EAD

	30
	ZAGORA FINACORP AD

	31
	ZLATEN LEV BROKERAGE LTD

	32
	INTERNATIONAL ASSET BANK

	33
	INTERCAPITAL MARKETS AD

	34
	MAKKAP BROKERS AD

	35
	FAVORIT AD

	36
	CAPITAL ENGINEER PROJECT LTD

	37
	CAPITAL FINANCE LTD

	38
	KAPMAN AD

	39
	KD SECURITIES EAD

	40
	CAPITAL MARKETS AD

	41
	KM INVEST EAD

	42
	CORPORATE COMMERCIAL BANK

	43
	MAKLER - 2002 AD

	44
	METRIK AD

	45
	NABA INVEST AD

	46
	ENCOURAGEMENT BANK

	47
	UNITED BULGARIAN BANK

	48
	MUNICIPAL BANK PLC

	49
	POZITIVA AD

	50
	POPULYARNA CASA - 95 AD

	51
	FIRST FINANCIAL BROKERAGE HOUSE LTD

	52
	FIRST INVESTMENT BANK

	53
	RAIFFEISEN BANK

	54
	REAL FINANCE AD

	55
	SG EXPRESSBANK

	56
	SII SECURITIES AD

	57
	CITIBANK N.A. - SOFIA BRANCH

	58
	SOMONY FINANCIAL BROKERAGE LTD

	59
	SOFIA INVEST BROKERAGE AD

	60
	SOFIA INTERNATIONAL SECURITIES AD

	61
	STANDARD INVESTMENT AD

	62
	STATUS INVEST AD

	63
	ECONOMIC AND INVESTMENT BANK /

	64
	ALLIANZ BULGARIA

	65
	INVESTBANK AD

	66
	MKB UNIONBANK

	67
	TBI INVEST LTD

	68
	TOKUDABANK

	69
	D COMMERCE BANK AD


	70
	UNICREDIT BULBANK AD

	71
	FACTORY AD

	72
	FIKO INVEST LTD

	73
	FK EVER AD

	74
	FK KAROLL AD

	75
	FK FINA - S AD

	76
	CENTRAL COOPERATIVE BANK

	77
	ЧАСТНА ПРЕДПРИЕМАЧЕСКА БАНКА ТЕКСИМ АД

	78
	UG MARKET

	79
	EUROBANK EFG BULGARIA AD


Annex № 2
ASSET MANAGEMENT COMPANIES MEMBERS OF THE INVESTORS COMPENSATION FUND AS OF DECEMBER 31ST, 2007
	1
	AVRORA CAPITAL

	2
	ALPHA ASSET MANAGEMENT COMPANY

	3
	AKTIVA ASSET MANAGEMENT

	4
	BENCHMARK ASSET MANAGEMENT

	5
	BALKAN CAPITAL MANAGEMENT

	6
	VARCHEV MANAGING COMPANY

	7
	DSK ASSET MANAGEMENT

	8
	EKSPAT ASSET MANAGEMENT

	9
	ELANA FUND MANAGEMENT

	10
	EVER ASSET MANAGEMENT

	11
	ZAGORA FINACORP ASSET MANAGEMENT

	12
	CAPMAN ASSET MANAGEMENT

	13
	KAROL CAPITAL MANAGEMENT

	14
	KD INVESTMENTS

	15
	KTB ASSET MANAGEMENT

	16
	UBB ASSET MANAGEMENT

	17
	MUNICIPAL BANK ASSET MANAGEMENT

	18
	OVERON FINANCE AD

	19
	FIRST FINANCIAL BROKERAGE HOUSE ASSET MANAGEMENT

	20
	RAIFFEIZEN ASSET MANAGEMENT

	21
	REAL FINANCE ASSET MANAGEMENT

	22
	SYNERGON ASSET MANAGEMENT

	23
	SOMONY ASSET MANAGEMENT

	24
	STANDART ASSET MANAGEMENT

	25
	STATUS CAPITAL

	26
	UNION ASSET MANAGEMENT

	27
	TBI ASSET MANAGEMENT

	28
	ZLATEN LEV CAPITAL

	29
	CCB ASSET MANAGEMENT

	30
	UG MARKET FUND MANAGEMENT


Annex  № 3

Investor Compensation Schemes in the “New” EU Member States
In most of the new EU member states have existed investors compensation schemes since 2001 and there are cases of compensations payments only in some of them. The schemes are established in compliance with the Directive 97/9/EC. Below some information on the basic characteristics of the investor compensation schemes can be found. 
Estonia /The Investor Protection Sectoral Fund / - the scheme is of the ex ante type. The scheme is funded by initial payments, equal to 1278 EUR and quarterly payments defined on the basis of the amount of investment services provided by the company as there is a minimum limit defined for the quarterly payments. Credit institutions licensed to provide investment activities, non bank investment companies and asset management companies participate in scheme. The limit of compensation provided by the Directive is foreseen to be reached in 2008 and in 2007 it is 12 780 EUR. The scheme is a part of the Estonian guarantee fund, which also includes the deposit insurance scheme. As of the end of 2007 there are no cases of compensation payments. More information on the Investor Protection Sectoral Fund can be found on the Internet site, which is www.tf.ee.
Cyprus /Investors’ Compensation Fund of Investment Firms’ Clients and Compensation Fund for Investor Clients of Banks / - the both scheme are of the ex ante type. The first fund collects initial payments, which are calculated on the basis of the amount of investment services provided by the investment company, and the annual payments are calculated on the basis of the amount of clients’ assets. The annual payments to the second fund are determined on the basis of the offered investment services. In the scope of the scheme investment firms and credit institutions performing investment activities are included. The maximum level of compensation is 100% of the claims but not more than 20 000 EUR. The first fund is operated by a management council and its decisions are approved by the Securities Commission. The second fund is operated by the central bank and its governor. More information can be found on the Internet site, which is www.centralbank.gov.cy.
Latvia /Investor Protection Scheme / - the scheme is of the ex – post type. Payments are collected in cases of failures and they are defined on the basis on the value of financial instruments held by the investment companies. In the scope of the scheme investment companies and credit institutions performing investment services are included. The current limit of compensation is 12 646 EUR. The limit of 20 000 EUR should be reached in 2008. The scheme is managed by the Financial Supervision Commission and it operates independently from the deposit insurance scheme. As of the end of 2007 there are no cases of compensation payments. More information can be found on the Internet site, which is www.laa.lv.
Lithuania /The Liabilities to Investors Insurance Fund / - the scheme is of the ex-ante type. It is funded by annual payments defined on the basis of the amount of transactions performed by the investment companies. The limit of 20 000 EUR is foreseen to be reached in 2008, as 100% compensation is foreseen for the amounts of 2 900 EUR and for the amounts over the compensation is 90%. In the scope of the scheme nonbank investment companies, credit institutions and asset management companies are included. The investor compensation scheme is part of an independent agency managed by a management board, which includes also the deposit guarantee Scheme. As of the end of 2007 there are no cases of compensation payments. More information can be found on the Internet site, which is: www.idf.lt.

Malta /Investor Compensation Scheme / - the scheme is of the ex-ante type. It is financed by annual payments, which contain a fixed component, calculated on the basis on the company’s capital and a variable component, which depends on the company’s revenues. In the scope of the scheme brokerage houses and credit institutions performing investment services are included. The maximum level of compensation is 90% of clients’ claims but not more than 20 000 EUR. The scheme is managed by a committee that includes representatives of different financial institutions. As of the end of 2007 there are no cases of compensation payments. More information can be found on the Internet site, which is is: www.compensationschemes.org.mt.
Poland /The Mandatory Compensation Scheme/ - the scheme is of the ex-ante type. Regarding investment companies annual premiums are calculated on the basis of the average daily amounts of clients’ assets and for credit institutions it is determined on the basis of the average daily amounts of securities. In the scope of the scheme investment companies and credit institutions performing investment activities are included. It is foreseen that in 2008 the maximum level of compensation is going to reach 22 000 EUR, as in 2007 it is 7 000 EUR, but the amounts less than 3 000 EUR are compensated 100%. The scheme is managed by the Central Depository. In 2006 one company failed, which is the first case when the scheme was activated. More information can be found on the Internet site, which iswww.kdpw.pl. 
Romania /Investors Compensation Fund/ - the scheme is of the ex-ante type. It is financed by entry contributions, which are made on the basis of the capital of the investment company, and annual contributions, which for the investment intermediaries are determined  on the basis of the fees, gathered  for providing transactions of financial instruments, and for the asset management companies – on the basis of the income of managing personal investment portfolios, and  for the branches of investment intermediaries and asset management companies – on the basis of the income that is realized in Romania from the above mentioned activities. In the scheme are participating investment intermediaries and asset management companies that manage personal investment portfolios. The maximum limit of compensation is 20 000 EUR that is foreseen to be reached in 2012, and as of the end of 2007 it is 4 500 EUR. The scheme is a joint-stock company in which investment intermediaries, asset management companies and the stock exchange participate. More information can be found on the Internet site, which is www.fond-fci.ro.
Slovakia /Investment Guarantee Fund/ - the scheme is of the ex-ante type. The annual payments are calculated on the basis of the amount of performed investment services by the investment intermediaries. In the scope of the scheme brokerage firms, credit institutions performing investment services and assets management are included. The maximum level of compensation is 22 000 EUR. The Fund is independent institution that is managed by a MB. As of the end of 2007 there are no cases of compensation payments. More information can be found on the Internet site, which iswww.garancnyfond.sk. 

Slovenia /Guarantee System for the Claims of Investors in Investment Firms/ - it is a mixed funding scheme - ex ante and еx post. When the scheme is activated the payments are calculated on the basis of the volume of the investment services provided by the investment intermediaries.  The members of the scheme are investment companies and credit institutions performing investment activities. The maximum limit of compensation is 100% of the amount of claims but not more than 20 000 EUR. The system is managed by the agency on securities and up to now there are no cases of compensation payments. More information can be found on the Internet site, which is www.bsi.si.
Hungary /Investor Protection Fund/ - the scheme is of the ex-ante type. The scheme is funded by initial payments equal to 0,5% of the capital of investment company and annual payments, which are determined on the basis of funds, managed by the investment company and the number of clients. The members of the Fund are investment companies, banks, and investment managers. Up to 2008 the limit of compensation is foreseen to become 24 000 EUR. For the period of 1999-2003 there are cases of compensation payment on the total amount of 17,5 million EUR. The Fund is an independent institution managed by the Board of Directors. More information can be found on the Internet site, which is: www.bva.hu. 
Czech Republic /Securities Brokers Guarantee Fund/ - the scheme is of the ex-ante type. The scheme is funded by annual payments calculated on the basis on the average amount of clients’ assets. In the scope of the scheme are companies that have been licensed by the supervisory authority to perform transactions with securities. The maximum level of compensation is 90%, but not more than 20 000 EUR. As of the end of 2004 there are 6 cases of compensation payments on the total amount of 4,8 million EUR. The Fund is an independent institution managed by the MB. More information can be found on the Internet site, which iswww.gfo.cz.






































































� The exchange rate of 1EUR=1, 95583 BGN as of December 31st, 2007. The exchange rate of EUR to BGN is fixed as in Bulgaria the currency board regime has been implemented since 1997. 


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


� Concerning LPOS the protection provided by the Fund is only for the financial instruments held by the commercial banks. The cash of the clients, held for investment purposes in the banks, are protected by the Deposit Insurance Fund (DIF).
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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 2006 г.

		24

		32

		-



		As of December 2007 г.

		24

		33

		-
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Table  №2. Interest paid for delays in 2007 


by investment intermediaries 


		Contributions

		Number of investment intermediaries paying annual contributions with a delay

		Interest due /in BGN

		Interest paid /in BGN/



		First

		18

		262



		262





		Second

		22

		148



		148





		Third

		18

		119



		119





		Fourth
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		16

		158



		158
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