
  

 
 
 
 

G E N E R A L  T E R M S  A N D  C O N D I T I O N S  
APPLICABLE TO THE CONTRACTS WITH CLIENTS OF  

KAROLL AD INVESTMENT INTERMEDIARY 
 

GENERAL INFORMATION 

 
The present General Conditions define the rights and obligations of Karoll AD investment intermediary (referred to 
hereinafter as “II” and/or “investment intermediary”) and its clients in relation to the services provided and activities 
performed by the investment intermediary as per Art. 5, para. 2 and 3 of the Markets in Financial Instruments Act 

(MFIA), as well as services and activities in relation to the conclusion of transactions with foreign payment means, 
pursuant to licences held by it.  
 

DEFINITIONS 
 
- CLIENT is a natural or legal person who uses the investment or additional services offered by KAROLL AD in its capacity of 

investment intermediary, including when concluding transactions with securities for the own account of the intermediary. 
- PROFESSIONAL CLIENT: a person with experience, knowledge and skills to take independent investment decisions and assess 

properly the risks associated with investing who meets the requirements and the criteria defined in the applicable legislation.  
- NON-PROFESSIONAL CLIENT: a person who does not meet the criteria for a professional client 
- ELIGIBLE COUNTERPARTY: an investment intermediary, credit institution, insurance company, collective investment scheme, 

management company, pension fund, pension insurance fund, other financial institutions, persons whose main activity is trading 
at their own account with goods and/or derivative financial instruments over goods; unless these persons are part of a group, 
whose main activity is the provision of other investment services within the meaning of this act and of Directive 2004/39/EC of 
the European Parliament and of the Council and not an activity of providing bank services within the meaning of the Law on the 
Credit Institutions and Directive 2013/36, legal persons, which provide investment services and/or perform investment activities 
expressed only in trading at their own account on the markets of financial futures or options or other derivative financial 
instruments and at the money market only with the purpose of hedging positions at the derivative financial instruments market, 
or which trade at the expense of other participants on these markets, or define prices for them, which are guaranteed by 
clearing members of these markets, where the responsibility for executing the contracts concluded by such persons lies with the 
clearing members of these same markets, representatives of states, state bodies managing government debt, central banks and 
international institutions, as well as, such entities, which have explicitly requested to be treated as such 

- INVESTMENT INTERMEDIARY is a local or foreign person who has the right according to its national legislation to provide 
professionally one or more investment services and/or perform one or more investment activities as per Art. 5, para (2) and (3) 
of the Markets in Financial Instruments Act 

- SECURITIES, as defined in the present rules, are transferable rights registered under accounts with a depository institution 
(dematerialised securities) or documents, which materialise transferable rights (available securities), which can be offered and 
traded at a capital market, such as: 
1. shares and other share-equivalent securities, as well as depository receipts for shares; 
2. bonds and other debt securities, including depository receipts for such securities; 
3. other securities, which give the right to acquire or sell such securities or which lead to money payment defined by means of 
securities, currency exchange rates, interest rates or yield, goods or other indexes or indicators. 

- FINANCIAL INSTRUMENTS are: 
1. securities; 
2. instruments other that securities: 
а) money market instruments; 
b) units of undertakings for collective investment; 
c) options, futures, swaps, forward contracts with fixed interest rates and other security-based derivative contracts, currency, 
interest rates, income or other derivative instruments, indexes or financial indicators where the liabilities can be repaid by supply 
or money payment; 
d) options, futures, swaps, forward contracts with fixed interest rates and other commodity-based derivative contracts where the 
liabilities must be repaid by money payment or where the liabilities can be repaid by money payment by request of one of the 
parties (except for the cases of default or another reason for terminating the contract); 
e) options, futures, swaps and other commodity-based derivative contracts where the liabilities can be repaid by supply, if they 
are traded at a regulated market and/or at a multi-level trade system; 
f) options, futures, swaps, forward contracts and other commodity-based derivative contracts, other than those listed in item “e”, 
where the liabilities can be repaid by supply, which are not commercial securities and which, pursuant to Art. 38, para. 1 of 
Commission Regulation (EC) No 1287/2006 of 10 August 2006 implementing Directive 2004/39/EC of the European Parliament 
and of the Council as regards record-keeping obligations for investment firms, transaction reporting, market transparency, 
admission of financial instruments to trading, and defined terms for the purposes of that Directive, referred to hereinafter as 



  

“Regulation (EC) No. 1287/2006”, have the features of other derivative financial instruments depending on whether they are 
subject to clearing and settlement, including via acknowledged clearing houses, or are used as collateral for margin purchases or 
short sales; 
g) derivative financial instruments for credit risk assignment; 
h) contracts for difference; 
i) options, futures, swaps, forward contracts with fixed interest rates, as well as any other derivative contracts in relation to 
climate change, cargo tariffs, prices of emission allowances, inflation rates and other official economic statistical indicators, 
where the liabilities must be repaid by money payment or where the liabilities can be repaid by money payment by request of 
one of the parties (except for the cases of default or another reason for terminating the contract), as well as any other derivative 
contracts related to assets, rights, obligations, indexes and indicators other than the ones stated in the present article, which 
have the features of the other derivative financial instruments depending on whether they are traded at a regulated market, 
subject to clearing and settlement, including via acknowledged clearing houses, or are used as collateral for margin purchases or 
short sales, as well as the derivative contracts pursuant to Art. 38, para 3 of Regulation (EC) No 1287/2006 of the Commission. 

 
I. GENERAL PROVISIONS 

 
Art. 1. On the grounds of Art. 13, para. 2, item 5 of the Money in Financial Instruments Act, Art. 22 and Art. 23 of Ordinance No 

38 of 25.07.2007 of the Financial Supervision Commission on the Requirements to the Activities of the Investment Intermediaries, in 
relation to Art. 298 of the Commerce Act, the Board of Directors of Karoll AD Investment Intermediary has adopted the present General 
Terms and Conditions applicable to the contracts with clients (“General Terms and Conditions”). 

 
Art. 2. The present General Terms and Conditions regulate and present: 
• Information about the investment intermediary,  
• Restrictions in the activity of the investment intermediary,  
• Information provided to the client by the investment intermediary, as well as the method of its provision,  
• Information that client is obliged to provide to the investment intermediary,  
• Performing an assessment for an appropriate service,  
• Client categorisation,  
• Contract-based provision of investment and additional services,  
• Keeping of the clients' financial instruments and money,  
• Principles of executing client orders,  
• Rights and obligations of the clients and of the investment intermediary when providing investment services,  
• General framework for treating conflicts of interests,  
• Ongoing and regular reporting to the client,  
• Assigning the execution to third parties,  
• Essence of the system of investor compensation,  
• Other conditions required by the current legislation. 
 
Art. 3. (1) The contents of the present General Terms and Conditions is defined by the Board of Directors of Karoll AD 

depending on the services and activities, for which the company has been licensed by the FSC and they may contain the information 
that the investment intermediary is obliged to provide to its non-professional clients pursuant to the provisions of the current legislation. 

(2) The General Terms and Conditions must be placed at a visible and easily accessible place in all premises where the 
investment intermediary accepts clients. 

(3) When concluding contracts, the investment intermediary provides the client with a copy of the General Terms and Conditions 
signed by it and the client declares it is aware of them and accepts them. The client's agreement with the General Terms and Conditions 
is established by its signature. The adopted General Terms and Conditions are an integral part of the contract concluded between the 
incorporated by reference and the client.  

 
Art. 4. (1) An investment intermediary is required to collect and process clients' personal data with a view to performing its 

contractual and statutory obligations. In case a client refuses to provide its personal data, the investment intermediary shall not be able 
to perform activity at the expense of the client.   

(2) A natural person client is informed and by accepting the present General Terms and Conditions explicitly consents that the 
personal data provided voluntarily by it can be provided to the competent state authorities, which supervise the activity of the 
Investment intermediary, as well as to other persons where such an obligation is provided for in a legal act. It is possible that the 
information as per Art. 142b, para 1 of the Tax Insurance Procedure Code, which contains client's personal data, balance or value of its 
account/s, as well as the income generated in its account/s, may be the object of automatic exchange of financial information pursuant 
to Chapter XVI, Section IIIa of the Tax Insurance Procedure Code and can be provided to the jurisdictions where the Client is a local 
person for tax purposes, in pursuance of the international commitments of the Republic of Bulgaria.   

 
ІІ. INFORMATION ABOUT THE INVESTMENT INTERMEDIARY 

 
Art. 5. (1) The client is informed that the name, under which the investment intermediary performs activity is KAROL AD, 

which is written in English as follows: Karoll AD. Seat: Sofia, registered address: 57 Hristo Botev Bul, telephone: 02/ 4008 200, 02/ 4008 
250, fax: 02/ 4008 426, e-mail: support@karoll.bg, the intermediary's web site is: www.karollbroker.bg, the languages during 
contacts between clients and KAROLL AD for providing investment and additional services are: Bulgarian language and English 
language. Karol AD is registered in the Commercial Register of the Registry Agency under UIC:  831445091 

mailto:support@karoll.bg
http://www.karollbroker.bg/


  

(2) The investment intermediary has been licensed by Decision No 117-ИП of 18.06.1997 of the Securities and Stock Exchanges 
Commission, Decision No 332-ИП of 18.08.2000 of the State Securities Commission and Decision No 189-ИП/15.03.2006 of the Financial 
Supervision Commission.  

(3) The supervision over the activity of Karoll AD is performed by the Financial Supervision Commission, Republic of Bulgaria, 
Sofia, 16 Budapest St 

(4) The communication between the investment intermediary and the clients is performed in the following ways: personally, by 
telephone, by fax, e-mail, in writing, by letters with advice of delivery sent to the addresses of the parties stated in the contract 
concluded by them, electronic documents signed with digital signature, as well as by other means for remote communication stated in 
the contract for providing the service in question or in the investment intermediary's Policy for executing orders. 

(5) The investment intermediary has been registered as personal data administrator under No 26479 of the register of the 
Personal Data Protection Commission; 

(6) The investment intermediary is a member of the Bulgarian Stock Exchange – Sofia AD and of the Central Depository AD. 

  
Art. 6. (1) (Amended by a decision per Protocol of 29.08.2016) The investment services provided by KAROLL AD Investment 

Intermediary, pursuant to the licence issued by the FSC are:  
1. Accepting and transferring orders in relation to one or more financial instruments, including mediation for concluding 

transactions with financial instruments; 
2. Execution of orders at the expense of clients; 
3. Transactions with financial instruments for own account; 
4. Portfolio management; 
5. Provision of investment consultations to clients; 
6. Assuming issues of financial instruments and/or initial sale offering of financial instruments under the terms of unconditional 

and irrevocable obligation for subscription/acquisition of the financial instruments on own account; 
7. Initial sale offering of financial instruments without unconditional and irrevocable obligation for acquisition of the financial 

instruments on own account; 
(2) (Amended by a decision per Protocol of 29.08.2016) The investment intermediary may provide the following additional 

services: 
1. Keeping and administering financial instruments on client's account, including trustee activity (keeping of financial instruments 

and money of clients at a depository institution) and the related services such as management of money received/collateral provided; 
2. Provisions of loans to perform transactions with one or more financial instruments, on condition that the person providing the 

loan participates in the transaction under terms as stipulated by an Ordinance and pursuant to Chapter 18 of the present General Terms 
and Conditions; 

3. Consultation to companies on their capital structure, industrial strategy and related matters, as well as consultations and 
services related to mergers and purchase of enterprises; 

4. Providing services related to foreign payment means, insofar as they are related to the offered investment services; 
5. Investment research and financial analyses or other forms of general recommendations related to transactions with financial 

instruments; 
6. Issue-related financial instruments; 
(3) The investment intermediary holds a licence of the FSC for performing the following investment and additional services 

abroad:  
1. Accepting and transferring orders in relation to one or more financial instruments, including mediation for concluding 

transactions with financial instruments; 
2. Execution of orders at the expense of clients; 
3. Transactions with financial instruments for own account; 
4. Portfolio management; 
5. Provision of investment consultations to clients; 
6. Assuming issues of financial instruments and/or initial sale offering of financial instruments under the terms of unconditional 

and irrevocable obligation for subscription/acquisition of the financial instruments on own account; 
7. Initial sale offering of financial instruments without unconditional and irrevocable obligation for acquisition of the financial 

instruments on own account; 
(4) (Amended by a decision per Protocol of 29.08.2016) Karoll AD Investment Intermediary performs transactions in a foreign 

currency, in cash and non-cash, insofar as they are related to the provided investment services.  

 
ІІІ. RESTRICTIONS IN THE ACTIVITY OF THE INVESTMENT INTERMEDIARY 

 
Art. 7. (1) The Investment Intermediary shall not: 
1. Perform transactions at the expense of clients in size or with a frequency, at prices or with a particular counterparty, for which, 

depending on the circumstances, it can be assumed that they are performed exclusively in the interest of the investment intermediary; 
2. Purchase on own account financial instruments, for which any of its clients has submitted a purchase order and shall not sell 

them to clients at a price, higher than the price, at which it purchased them; 
3. Perform transactions with money and financial instruments of the client, for which it has not been authorised by the client;   
4. Sell on own or on another person's account financial instruments, which the investment intermediary or its client do not 

possess, except under the conditions and pursuant to Chapter 18 of the present General Terms and Conditions; 
5. Participate, including as a registration agent, in concealed purchases or sales of financial instruments; 
6. Receive the whole benefit, or part of it, if the investment intermediary has concluded and executed the transaction under 

conditions, which are more favourable than those the client has established; 



  

7. Perform other activities in a way that threatens the interests of its clients or the stability of the financial instruments market. 
(2) The prohibition as per para. 1, item 1 shall not apply for transactions, which have been explicitly authorised by the client in 

its own initiative. 
(3) The prohibition as per para. 1, item 2 shall apply also for the members of the managing bodies of the investment 

intermediary, for the persons managing its activity, as well as for all persons employed by it under contract and for their related parties. 

 
Art. 8. (1) The investment intermediary shall not, in relation to the provision of investment or additional services to a client, pay, 

respectively, provide and receive, remuneration, commission or in-kind benefits, except for: 
1. Remuneration, commission or in-kind benefits paid or provided by or to the client or its representative; 
2. Remuneration, commission or in-kind benefits paid or provided by or to a third party or its representative, where the following 

conditions are satisfied: 
а) the availability, nature and size of the remuneration, commission or in-kind benefit are stated to the client in a clear, precise 

and intelligible way prior to providing the investment or additional service in question, and if the size cannot be estimated, the method 
for its calculation is stated; 

b) the payment, respectively, the provision, of the remuneration or in-kind benefit is intended to improve the quality of the 
service and does not breach the investment intermediary’s obligation to act in the client’s best interest; 

3. Inherent fees, which ensure or are necessary for providing the investment services such as custody costs, settlement and 
currency exchange fees, legal fees and public charges, which, in terms of their nature, do not lead to occurrence of conflict of interests 
with the investment intermediary’s obligation to act honestly, fairly, and professionally in the client’s best interest. 

(2) The client and the investment intermediary agree that the latter shall have performed its obligation as per para. 1, item 2, 
letter “a” if: 

a) it provides the essential conditions of the contracts regarding remuneration, commission or in-kind benefit in a summarised 
form;  

b) provides detailed information regarding the remuneration, commission or in-kind benefit by client’s request; and 
c) provides the information as per the present paragraph honestly, fairly and in the client’s best interest. 

 
Art. 9. (1) The investment intermediary shall not conclude transactions for financing of securities with financial instruments 

owned by clients and held by it, or to use in any other way, for own benefit or for the benefit of another client, such financial 
instruments, unless the client has provided its explicit prior consent its financial instruments to be used under certain conditions and the 
financial instruments are used while observing these conditions. The consent under the preceding sentence shall be provided in writing 
if the client whose financial instruments are used is a non-professional one. 

(2) The investment intermediary shall not conclude transactions for financing of securities with financial instruments owned by 
clients and held in a common client account with a third party, or to use in any other way, for own benefit or for the benefit of another 
client, such client-owned financial instruments. The prohibition as per sentence one shall not apply if the requirements of para. 1 are 
met along with at least one of the following conditions: 

1. All clients whose financial instruments are held in the common account have provided their explicit prior consent pursuant to 
para. 1; 

2. The investment intermediary has implemented procedures, which guarantee that only financial instruments will be used, which 
are owned by clients who have provided their explicit prior consent about this pursuant to para. 1, as well as mechanisms for control on 
the observance of this condition. 

(3) In the cases under para. 2, the accounts kept by the investment intermediary shall include information about the client who 
has instructed the use of the financial instruments, as well as about the number of each client's financial instruments used with a view 
to the correct distribution of possible loss. 

 
ІV. PROVIDING INFORMATION TO CLIENTS 

 
Art. 10. (1) The information that the investment intermediary provides to its clients, including in its advertising materials and 

public statements by the members of the managing and controlling bodies of the intermediary and of the persons employed by it under 
a contract, shall be intelligible, correct, clear and not misleading.  

(2) The investment intermediary shall ensure that the information as per para. 1, which it provides to non-professional clients or 
disseminates so that it reaches such clients, meets the following conditions: 

1. It states the name of the investment intermediary;  
2. It is accurate and does not emphasize potential benefits from a given investment service or financial instruments without 

stating at the same time the respective risks clearly and visibly. 
3. It is sufficient and is presented in an intelligible way for the usual members of the group, to which it is addressed or is likely to 

reach; 
4. It does not conceal, omit or depreciate important messages, statements or warnings.  
(3) Where the information under para. 2 contains comparisons between investment or additional services, financial instruments 

or persons providing investment or additional services, it shall meet the following conditions: 
1. The comparison must be instructive and presented in an objective and balanced way;  
2. It must state the sources of information used for the comparison; 

3. It must include the main facts and assumptions used for preparing the comparison. 
(4) Where the information under para. 2 specifies previous yield of a financial instrument, financial index or investment service, 

it shall meet the following conditions: 
1. The statement of the previous yield is not the most essential part of the message;  
2. The information includes appropriate details about the yield during the previous 5 years; where the period, during which the 



  

financial instrument was offered, respectively, the financial index was formed or the investment service was offered, is shorter or longer 
than 5 years, details are provided about the yield during this period; in all cases, the yield details are based on a full period of 12 
months; 

3. It states the period, to which the information relates, as well as its source; 
4. It contains an explicit warning that the details concern a past period and are not a certain indicator of future results; 
5. If the statement contains details and values in currency other than the currency of the member state where the client is 

domiciled or organised, the currency is clearly shown and there is an explicit warning that the yield can be reduced or increased as a 
result of the changes of the exchange rate; 

6. Where the yield is stated as a total amount, the size of the commission, charges and other costs for the clients is stated. 
(5) Where the information under para. 2 contains or is related to simulated past yield, it shall meet the following requirements: 
1. It is related to a financial instrument or a financial index; 
2. The simulated past yield is based on actual past yield of one or more financial instruments or indexes, which are the same or 

which are an underlying asset of the financial instruments, to which the simulated yield refers;  
3. The requirements under para. 4, items 1-3, 5 and 6 are fulfilled for the actual past yield under item 2; 
4. It contains an explicit warning that the details are based on simulated yield and it is not a certain indicator of future yield. 
(6) Where the information under para. 2 contains details about future yield, it shall meet the following requirements: 
1. It is not based or does not refer to simulated past yield; 
2. It is based on grounded assumptions, supported by objective details and facts; 
3. Where the information is based on common yield, the size of the commission, charges and other costs for the clients is stated; 
4. It contains an explicit warning that these estimations are not a certain indicator of future yield. 
(7) Where the information under para. 2 is related to charging a particular type of tax, it shall contain the clarification that the 

tax charge depends on the specific circumstances related to the client and may change in the future. 
(8) The information under para. 2 shall not include the name of the FSC or of another competent authority in a way that it states 

explicitly or indicates in another manner that the authority has confirmed or approved the products or services offered by the 
investment intermediary.  

 
Art. 11. (1) The investment intermediary shall provide in due time the following information, prior to binding a non-professional 

client or a potential non-professional client with a contract with the investment intermediary for provision of investment or additional 
services: 

1.  The terms of the respective contract;  
2. The information as per Art. 12 of the present General Terms and Conditions concerning the contract or the provided 

investment or additional services. 
(2) The investment intermediary shall, within a reasonable term prior to providing the investment or additional service to a non-

professional client, provide the client, respectively, the potential client, with the information as per Art. 9, 10, 18 and 32 of Ordinance 
No 38. 

(3) The investment intermediary shall, within a reasonable term prior to providing the investment or additional service to a 
professional client, provide the client with the information as per Art. 32, para. 3 and 4 of Ordinance No 38.  

(4) The information as per para 1 - 3 shall be provided to a client in hard copy or through the web site of the investment 
intermediary, if it is not represented in hard copy, while observing the provisions of Art. 17, para. 2 of the present General Terms and 
Conditions. 

(5) The investment intermediary shall ensure the conformity of the information contained in its advertising materials and in the 
public statements of the members of the managing and controlling bodies of the intermediary and of the persons employed by it under 
a contract with the information it presents to clients when providing investment and additional services.  

(6) The investment intermediary shall inform the client in due time about each substantial change of the circumstances as per 
Art. 9, 10, 18 and 32 of Ordinance No. 38, which have a bearing to the service offered to the client. The notification shall be done in 
hard copy if the information, to which it refers, was provided to the client in hard copy. 

(7) Where advertising materials or the public statements of the members of the managing and controlling bodies of the 
investment intermediary or of persons employed by it under a contract contain a proposal or an invitation of the type stated in para. 8 
and define the way of replying or the form, in which a reply is to be provided, they shall contain such part of the information as per Art. 
9, 10, 18 and 34 of Ordinance No. 38, which is related to the proposal or the invitation. 

(8) Paragraph 7 shall apply to advertising materials or the public statements of the members of the managing and controlling 
bodies of the investment intermediary or of persons employed by it under a contract, which contain proposals and invitation of the 
following type: 

1. Proposal for concluding a contract on a financial instrument or an investment or additional service with each person that 
responds to the notification; 

2. Invitation to each person that responds to the notification to extend a proposal for concluding a contract on a financial 
instrument or an investment or additional service.  

(9) Where a potential non-professional client should be acquainted with the documents containing the information as per Art. 9, 
10, 18 and 32 of Ordinance No. 38 to be able to respond to the proposal or the invitation extended in the advertising materials or in the 
public statements, para. 7 shall not apply. 

 

Art. 12. (1) The investment intermediary shall provide to non-professional clients or to potential non-professional clients the 
following general information, if applicable: 

1. Name and address of the investment intermediary, telephone number and/or any other contact information of the investment 
intermediary; 

2. The languages, in which the client can communicate and exchange correspondence with the investment intermediary and to 



  

receive documents and other information from it; 
3. The methods of communication used by the investment intermediary and its clients, including, if applicable, the method of 

sending and accepting orders;  
4. An explicit statement that the investment intermediary is licensed, as well as indication of the name and address of the 

authority, which has issued the licence;  
5. The type, frequency and term for provision of reports and confirmations to the client in relation to performing the investment 

services and activities; 
6. A short description of the measures that the intermediary undertakes to secure clients’ instruments or money, if the 

intermediary keeps them, including a short description of the systems for compensating investors or guaranteeing the deposits, in which 
the investment intermediary participates in relation to its activity in a European Union Member State;  

7. A description, which may be provided in a summarised form, of the policy for treating conflict of interests applied by the 
investment intermediary;  

8. Additional detailed information about the policy for treating conflict of interests; the information shall be provided if requested 
by a client, in hard copy or through the web site of the investment intermediary, if it is not represented in hard copy, while observing 
the provisions of Art. 17, para. 2 of the present General Terms and Conditions. 

(2) By receiving the present General Terms and Conditions prior to concluding a contract with the investment intermediary, the 
non-professional or potential non-professional client shall be regarded as informed about the circumstances under items 1-7. 

(3) Where the investment intermediary manages an individual client portfolio, it shall apply an appropriate method for 
assessment and comparison as a general benchmark, depending on the client's investment objectives and the types of financial 
instruments included in the client portfolio, in such a way that the client using the service be able to evaluate the delivery of the service 
by the investment intermediary.  

(4) When managing an individual portfolio, at the investment intermediary's own discretion and without special orders by the 
client, the value of the client's portfolio shall be evaluated at the end of each month based on the market price of the securities: 

1. “Market price of corporate securities” is: 
a) the average price of the transactions concluded with them on a regulated market on the closest day of the last 30-day period, 

during which these securities were traded in a volume not smaller than the securities held by the investment intermediary, while in 

regard to securities traded in countries with developed capital markets, according to a list adopted by the Commission – the last price 

of the securities for the respective period on the market with the largest volume of trade;  
b) if letter “a” cannot be applied it is the “bid” price quoted for them, in case there is sufficient certainty that the respective 

volume of securities can be sold by the investment intermediary at this price. 
2. “The market price of government securities” is the price quoted by the Bulgarian National Bank or the primary dealers of 

government bonds within the meaning of Ordinance No. 5 of 04.10.2007 on the Terms and conditions for acquiring, payment of and 
trade with government securities issued by the Minister of Finance and the Governor of the Bulgarian National Bank. 

3. The market price of the bonds pursuant to the Law on the Settlement of Non-Performing Loans, the Brady bonds, the 
compensatory payment means is defined as follows: 

а/ of the bonds pursuant to the Law on the Settlement of Non-Performing Loans – based on the average price of the registered 

transactions on the last business day before the valuation; 

b/ of the Brady bonds – based on the “bid” price on the interbank market on the last business day before the valuation; 

c/ of the compensatory payment means – based on the “bid” price on the market, on which they were traded on the last 

business day before the valuation; 
The specific contract may stipulate other valuation methods. The valuation method of financial instruments 

without market price is determined in the individual contracts. 
(5) Where the investment intermediary offers the portfolio management service to a non-professional client or to a potential 

non-professional client, the intermediary shall provide the following information to the client, if applicable, in addition to the information 
under para. 1:  

1. Information on the method and frequency of valuation of the financial instruments in the client's portfolio; 
2. Details about each delegation of the management of all or part of the financial instruments and/or money in the client's 

portfolio; 
3. Characteristics and details about each benchmark, against which the results of the portfolio management will be compared; 
4. The types of financial instruments, which can be included in the client's portfolio and the types of transactions, which can be 

performed with them, including all restrictions; 
5. The objectives of the management, the risk level contained in the assessment of the portfolio manager, as well as all specific 

limitations to this assessment. 
(6) By receiving the present General Terms and Conditions, and by becoming familiarised with the text of the discretionary 

management contract, prior to concluding it with the investment intermediary, a non-professional or potential non-professional client 
shall be regarded as informed about the circumstances under para. 5, items 1-5. 

 
Art. 13. (1) The investment intermediary shall inform the client and/or the potential client and shall provide general description 

of the financial instruments and risks related to them, as follows: 

 

1. Shares of companies listed at the Bulgarian Stock Exchange – Sofia AD, as well as of companies listed at foreign 

regulated markets of financial instruments or shares which are not accepted for trade on a regulated market. 
Shares are equity securities, which give their holders title rights over a certain share of a company, along with the inherent 
voting right at the General Assembly of Shareholders, dividend right, as well as a liquidating dividend. Shareholders of a 
company can earn income from dividends, which the company may distribute, as well as from the rise of the market price of the 



  

shares, if any. Shareholders of a public company domiciled in the Republic of Bulgaria are entitled to subscription for shares, in 
proportion to their shareholding, in relation to a decision for increasing the capital of the public company. 

Typical risks for shares (the description of the risks is provided in item 2. below): Market (liquidity, currency risk), 
macro-economic, sectoral, issuer risk, settlement risk, etc. 

2. Government Securities  
Government securities are debt securities issued and guaranteed by the government. The holder of such securities is a creditor 
of the state. The Bulgarian state issues government securities to cover its short-term, mid-term or long-term needs of financial 
resources. The government securities can be denominated in any of BGN, EUR, USD or another currency. All Bulgarian GS are 
guaranteed by the Republic of Bulgaria and are regarded as a low-risk or non-risk instruments. In terms of yield structure, the 
government securities are divided into:  

• Discounted - sold with a discount from the face value and redeemed at face value, with the discount being the income from 

the securities until their maturity date.  

• Interest-bearing - issued at face value, redeemed at face value and earn interest to their owners for the period of their 

existence.  

• Discounted and interest-bearing - sold with a discount from the face value, redeemed at face value and additionally earn 

interest for the period of their existence.  

Typical risks for government bonds (the description of the risks is provided in item 2. below): Market risk (liquidity 
risk, currency risk, interest risk), credit risk, issuer risk, counterparty risk and settlement risk.  

3. Municipal Securities (bonds) 
This type of bonds is issued by the municipalities. Usually, the purpose of their issuance is to raise funds for implementing an 
investment programme, improving the municipal infrastructure and similar activities. In terms of denomination and ways of 
forming the yield, these bonds do not differ from the government securities. They can be secured (by municipal property or 
other assets) and unsecured (guaranteed only by the reputation of the issuing municipality). This type of debt securities is also 
regarded as low-risk financial instruments.  

Typical risks for municipal securities (the description of the risks is provided in item 2. below): Market risk (liquidity 
risk, interest risk), credit risk, issuer risk, counterparty risk and settlement risk. 

4. Mortgage Bonds  
Pursuant to the Bulgarian legislation, mortgage bonds are issued only by banks. The banks issue such securities to re-finance 
their operations and increase their credit portfolios. In terms of yield and denomination, they fall in the categories mentioned for 
the government securities. It is typical for the mortgage bonds that they are secured by receivables under mortgage loans 
provided by the bank in question. This means that in case an issuing bank cannot repay its liabilities under the bonds, the 
receivables under the mortgage loans provided by it shall be used to repay the bond liabilities.   

Typical risks for mortgage bonds (the description of the risks is provided in item 2. below): Credit risk, market risk 
(interest rate risk, liquidity risk), issuer risk, risk related to the counterparty in the transaction and settlement risk. 

5. Corporate Bonds  
Corporate bonds are a means for raising financial resources by business entities. The risk of each bond issue depends on the 

activity, financial status and credit rating of the issuing company, as well as on the issue collateral. The income from them is 
again received in the form of interest or discount from the face value and it is usually higher that the income from the 
government securities, mortgage or municipal bonds with a similar term.  

Typical risks for corporate bonds (the description of the risks is provided in item 2. below): Credit risk, market risk (interest rate 
risk, liquidity risk), issuer risk, risk related to the counterparty in the transaction and settlement risk. 

All debt securities stated in items 2-5 above give their owners the right to receive principal, proportionate to the face value of the 
debt security, as well as interest as per the interest rate stated in the issue conditions. 

6. Foreign securities with a fixed yield  
Securities of the categories mentioned above, which are issued by foreign issuers and are traded on the international financial 
markets.  

Typical risks for these instruments (the description of the risks is provided in item 2. below): Market risk (liquidity 

risk, interest risk), macroeconomic, sectoral, currency risk, issuer risk, counterparty risk and settlement risk. 

7. Exchange Traded Funds (ETF) – A type of financial instruments (securities), which follow the performance of an index or a 

pool of assets and are at the same time registered for trading at a stock market. Unlike mutual funds, they are traded like 
ordinary shares on the regulated market. In actual terms, ETF represent a fund managed by a big financial institution (market 



  

maker), which owns the respective assets (shares, bonds, futures, currency, precious metals) in its name and divides their 
holding in the form of shares, which are acquired by shareholders. This way they indirectly own shares of the respective assets, 
in which they invest.  

  
Typical risks for ETF (the description of the risks is provided in item 2 below): Market (liquidity, currency, interest 
rate), counterparty risk, risk of mistakes in tracking (in case of deviation of the ETF performance from the index), issuer risk, risk 
related to the counterparty in the transaction and settlement risk. 

8. Collective investment scheme units – The units of a collective investment scheme are a type of financial instruments issued 
by a collective investment scheme, which represent the rights of their holders to the scheme assets. Collective investment 
scheme units means also collective investment scheme shares (in the applicable cases). 

 
9. Derivatives financial instruments (forwards, futures, options). They are characterised by a high degree of risk 

 
Options represent derivative financial instruments, which give the right to purchase or sale of a certain number of securities or 
other financial instruments at an initially fixed price until the expiry of a given term or on a defined date. The transactions with 
options, however, have a high risk level since small variations in the price of the underlying asset may lead to serious variations 
in the price of the respective option. As this instrument is limited in time, the buyer of an option can close (collect the respective 
capital gains or loss), exercise (acquire the respective underlying asset, to which the option refers) or leave the option to expire 
(this way the investor does not use the opportunity to acquire the respective asset and loses the price paid for the option). 
Option sale usually entails a greater risk. The seller can suffer loss, which exceeds significantly the amount of the fixed premium. 
The seller can also be exposed to the risk that the option buyer exercises it and the seller either performs money settlement or 
acquires or delivers the instrument in question. 
 
Futures are another type of derivative financial instruments giving the right but also the obligation to buy or sell a given number 
of securities or other financial instruments at a price defined in advance and on a certain date. 
 
Contracts for difference, as a type of financial instruments, give the right to receive the difference between the market value 
of a certain number of securities or other financial instruments and their price determined in advance in the contract. The client 
under a contract for difference has also the obligation to pay the difference between the market value of a certain number of 
securities or other financial instruments and their price determined in advance in the contract, if any. 
Typical risks for the derivative instruments (the description of the risks is provided in item 2. below): Market risk 
(liquidity, currency, interest), counterparty risk, issuer risk, risk related to the counterparty in the transaction 
and settlement risk 

(2) The main risks when investing in financial instruments are the following: 

1. Market risk – the possibility of incurring losses due to unfavourable changes of the financial instrument prices, market 

interest rates, currency rates, etc. The components of the market risk are: 

 

а) Interest rate risk – the risk of decrease of the amount of investment in a given security due to a change of interest rates. 

The change in the prices of fixed-income instruments is in inverse proportion to the change in the interest rates. With the risk 
concerning their time structure, a serious factor is the difference between the fixed interest rate and the fluctuating interest rate, 
where variation affects also the performance of the instruments in question.    

b) Currency risk – the risk of decrease of the amount of investment in a given security or money deposit denominated in a 

currency other than BGN or EUR, due to a change of the exchange rate of such currency to the BGN or EUR.  As at the date of 
preparing the present document, there is a fixed exchange rate in the Republic of Bulgaria to the common currency – the Euro – 
and due to this, and while there a Currency Board, there is practically no currency risk toward the Euro.  

c) Price risk related to investment in financial instruments – the risk of decrease of the amount of investment in a given 

security at unfavourable changes of the market price levels. 

2. Liquidity risk – the risk of incurring loss due to the impossibility to sell a certain asset at a price, which is close to its fair 

value, when available funds are needed to cover short-term liabilities. This risk occurs when the free float of the issue in question 
is not big enough or the interest to the financial instrument is not shared by a big number of investors and for this reason at a 
certain moment there is no possibility to sell the respective number of financial instruments at the desired price. 

3. Credit risk – the possibility of decrease in value of the position in a given financial instrument at unexpected events of 

credit nature related to the issuer of financial instruments, the counter-party in exchange and off-exchange transactions. This 
risk reflects also the probability of bankruptcy of a credit or financial institution where the managed funds are kept (or where 
deposits have been opened as investment). It is noted that the higher the credit risk, the higher the interest rate, which 
investors expect to receive for their loan capital. The credit risk is further divided into: 

a) Counterparty's credit risk / default risk – the probability that the counterparty to the transaction with financial 

instruments does not fulfil its contractual obligations due to reasons related to its financial status. 



  

b) Investment credit risk – the risk of loss due to decrease in value of the investment in a given financial instrument due to a 

credit event at the issuer of this instrument. A credit event can be the announcement in bankruptcy, insolvency, material change 
in the capital structure, decrease of the credit rating, etc. The investment credit risk of debt securities covers also the risk of 
change in the conditions, at which certain debt securities have been subscribed for or subsequently acquired. 

c) Residual risk – the risk that remains if the established techniques for reducing the credit risk are less effective that 

expected. This is actually the risk that still remains despite involving the best efforts to eliminate or substantially decrease the 
main risks. After appropriate risk assessment, it can be identified but not controlled or it can remain absolutely unknown. 

4. Political risk – the probability of suffering loss as a result of the government's economic policy and of possible 

amendment of the legislation, which influence the investment climate. As a result of abrupt changes in the policy of a given 
country, instability may arise, thence the return that investors can obtain may be affected because such changes can influence 
significantly their appetite toward taking a risk in the respective country.  

5. Macroeconomic risk - the probability of occurrence of direct loss for the client due to abrupt fluctuations and negative 
trends in the macroeconomic environment. The change in the macroeconomic environment can reduce significantly the appetite 

toward risk of all investors as a result of an abrupt change in their expectation for the economic development.  

6. Inflation risk - the probability of reduction of the purchasing power of the local currency and respectively, of rise of the 
general price level in the country and suffering loss due to impairment of assets denominated in BGN. This is actually the risk of 
impairment of the underlying currency used for the investment purposes, since it is assumed that the client will use goods 
denominated in the respective currency. In such a moment, it can appear that the inflation has reduced substantially an 
investor's purchasing power regarding such goods.   

7. Sectoral risk – this is the risk of suffering loss due to negative trends in the development of the sector, in which a 

company operates and a client has invested assets in such a company. 

8. Information risk – the risk of suffering loss due to an incorrect investment decision because of unequal access to details 

about the issuer of a given financial instrument, delayed provision of essential information about it, its partial disclosure or 
incorrect presentation. In general, all issuers of financial instruments traded on a regulated market are obliged by the applicable 
legislation to disclose information on a regular basis regarding their financial status, as well as other regulated information 

(including internal information, etc.), however, there is still a risk of non-performance of this normative obligation. 

9. Concentration risk – the possibility of suffering loss due to incorrect diversification of expositions to clients, groups of 

related clients, clients from the same economic sector or geographic area. The risk is expressed in an exposition to a certain 
group being too big and in case of uncontrollable negative circumstances related to it, a possibility can occur for suffering rather 
big loss, which can influence negatively the portfolio performance. This type of risk is minimised by diversifying the assets under 
management.  

10. Issuer risk – the risk consists of the danger that the issuer of the financial instrument may not make profit or suffers loss 

from its activity, experiences financial difficulties, enters into insolvency or bankruptcy.  

11. Risk related to the counterparty to the transaction and settlement risk – these risks include the danger that the 

settlement of a transaction with financial instruments be delayed or not executed because of fault of the counterparty to the 
transaction, because of mistake of any of the investment intermediaries involved in the transaction or due to technical reasons. 

In general, the trade on a regulated market (in this case, the Bulgarian Stock Exchange – Sofia AD) is performed according to 

the settlement principle of delivery versus payment (DVP model), where the depository and settlement institution exchanges 
automatically the financial instruments of the seller with the financial resources of the buyer to the transaction with financial 
instruments so as  to minimise the risks related to the counterparty to the transaction and to the settlement in particular. 
Nevertheless, it is noted that even the delivery versus payment settlement method does not exclude the risk related to the 
counterparty to the transaction as a whole, and in particular the risk of operational and other mistakes, which can delay or 
jeopardise the settlement of a particular transaction with financial instruments.    

12. Risk of mistakes in tracking (in case of deviation of the ETF performance from the index) – measures the 

deviation of the performance from the benchmark selected to be replicated. It is possible to occur with ETFs, which are aimed at 
following the performance of an index or investing in raw materials. The differences occur as a result of changes in the indexes 
that the ETF in question cannot reflect on time or at the so-called rolling of futures used to replicate the performance of the price 
of the respective raw material.  

13. Risk of using leverage – the risk represents the danger that the bigger the loan resources an investor uses for its 

investment, the bigger loss it may suffer, and also lose the whole of the investment made.  When using big leverage (i.e. a big 
loan/own resources ratio), it is possible that the investor loses the full amount of the investment and even that the loss exceeds 
the size of the investment. For example, leverage is present in case of margin trade where the use of leverage brings to the so-
called leverage effect, i.e. increasing both the possible profit and the possible loss. In this respect, when there is negative yield 
from an investment, the leverage leads to multiplying the loss in accordance with the used correlation between loan and own 
resources.   



  

(3) The client is informed that the Deputy Chairman of the FSC can define the contents of the description of the risks as per 
para. 1 and para. 2. 

(4) Where the financial instruments are the subject of public offering based on a published prospectus observing the the 
provisions of Directive 2003/71/EC of the European Parliament and of the Council on the prospectus to be published when securities are 
offered to the public or admitted to trading and amending Directive 2001/34/EC (Directive 2003/71/EC), the investment intermediary 
shall inform the non-professional client and the potential non-professional client where the prospectus is available to the public. 

(5) In cases when the risks related to a financial instrument comprising two or more different financial instruments or services 
are likely to be higher that the risks related to any of its components, the investment intermediary shall provide the client with an 
adequate description of the components of the financial instrument and of the way their interaction increases the risks.  

(6) In cases when the financial instruments include a guarantee by a third party, the investment intermediary shall provide the 
non-professional client and the potential non-professional client sufficient details about the guarantor and the guarantee, which allow 
them to make an objective assessment of the guarantee. 

Art. 14. (Amended by a decision per Protocol 29.08.2016) The obligations under Art. 13 shall not apply to units and shares of 

collective investment schemes in case when the investment intermediary provides the information contained in the prospectus pursuant 
to Art. 69 of 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) (Directive 
2009/65/EC) 

Art. 15. (1) The investment intermediary shall inform all of its clients about the conditions, criteria and procedures, according to 
which it defines them as professional or non-professional, as well as about the circumstances, in which they can be defined as an 
eligible counterparty. The clients shall also be notified on a durable medium about their right to request to be defined in a different 
manner and about the limitations to their protection if they are defined otherwise. 

(2) The investment intermediary defines a client as professional, non-professional or eligible counterparty according to the 
criteria laid down in the Markets in Financial Instruments Act or based on procedures and criteria similar to the ones stipulated in 
Section II of Annex No. 1 of the MFIA.  

(3) The investment intermediary, on its own initiative or by client's request, can: 
1. Define as professional or non-professional a client who would otherwise be defined as an eligible counterparty within the 

meaning of § 1, item 29 of the MFIA; 

2. Define as non-professional a client who is regarded as a professional client within the meaning of of Section I of the Annex to 
the MFIA. 

(4) Where a person, defined as an eligible counterparty, requests not to be treated as such and the investment intermediary 
agrees to this, such a person shall be treated as a professional client, unless it has explicitly requested to be treated as a non-
professional client. 

(5) In cases when an eligible counterparty explicitly requests to be treated as a non-professional client, the provisions of Art. 36, 
para. 2 - 5 of the MFIA shall apply. 

 
Art. 16. (1) The investment intermediary shall inform its non-professional clients or potential non-professional clients as to 

which third party and where the cash and/or financial instruments provided to the intermediary shall be kept. The notification as per 
sentence one shall include also statement of the liability of the investment intermediary according to the national legislation for each act 
or omission of the person holding the client's money and/or financial instruments and the consequences for the client from the 
insolvency of such a person.  

(2) The investment intermediary shall notify its non-professional clients or potential non-professional clients about the possibility 
for their financial instruments to be kept in a common account with a third person, where the national legislation allows such a 
possibility. The investment intermediary shall inform its non-professional clients or potential non-professional clients about the cases 
when the national legislation does not allow client's financial instruments kept by a third party to be separated from the financial 
instruments of that third party or of the investment intermediary. The notifications shall mention explicitly the risks for the client 
resulting from the circumstances under the preceding sentences.  

(3) The investment intermediary shall inform explicitly the client or the potential client if the accounts where its money and 
financial instruments are kept are subject or will be subject to legal provisions of a country, which is not a member of the European 
Union. The notification shall state that the rights of the client related to the financial instruments or money may be different due to the 
applicability of the legislation of a third country. 

(4) The investment intermediary shall explicitly notify the client about: 
1. The existence of the investment intermediary's security interest or lien on the client's money or financial instruments and 

about the conditions when such a right occurs or may occur;  
2. The existence of the investment intermediary's right of set-off the client's money or financial instruments and about the 

conditions when such a right occurs or may occur; 
3. The existence and the conditions, under which the investment intermediary has or may have a right of set-off with regard to 

the client's financial instruments or money; 
4. The possibility that the depository institution may have security interest, lien or set-off on the client's financial instruments or 

money, where applicable. 
(5) The investment intermediary shall inform the non-professional client or the potential non-professional client about the 

circumstances under para. 1-3 prior to their immediate occurrence.  
 



  

V. METHODS OF PROVIDING INFORMATION TO CLIENTS 
 
Art. 17. (1) In cases when Ordinance No. 38 and the present General Terms and Conditions require providing of information to 

a client on a durable medium, the investment intermediary shall provide the information in hard copy or in another manner, where the 
following requirements shall be met: 

1. Providing information in this manner is appropriate with a view to the existing or future relations with the client; 
2. The client has explicitly given preference to this manner of providing information to its provision in hard copy.  
(2) Where the information is provided to clients via the intermediary's web site and it is not addressed to a particular client, it 

shall meet the following conditions: 
1. Providing information in this manner is appropriate with a view to the existing or future relations with the client; 
2. The client has explicitly consented to this manner of providing information; 
3. The client has been informed by electronic means about the intermediary's web address and the place on the web site where 

this information is available; 
4. The information is current; 
5. The information is permanently available on the intermediary's web site for the time, which clients usually need to be 

familiarised with it. 
(3) Providing information by electronic means shall be regarded as appropriate with a view to the existing or future relations with 

the client, if there is data showing that the client has regular access to the Internet. The investment intermediary and the client agree 
that the client has regular access to the Internet if it provides an e-mail address for the purposes of the established relations with the 
investment intermediary. 

 
VІ. INFORMATION PROVIDED BY THE INVESTMENT INTERMEDIARY TO CLIENTS REGARDING EXPENSES, FEES 

AND COMMISSIONS 

 
Art. 18. (1) The investment intermediary shall provide to its non-professional clients and potential non-professional clients the 

following information about transaction expenses and fees, if applicable:  
1. Total price to be paid by the client in relation to the financial instrument or the provided investment or additional service, 

including all consideration fees, commissions, charges and expenses, as well as all taxes payable through the investment intermediary; 
in case the precise price cannot be defined, the basis for its calculating shall be stated in way that the client can verify and confirm it;  
the commissions of the investment intermediary shall be stated separately in each individual case; 

2. Where any component of the total price as per item 1 must be paid in a foreign currency or in the equivalence of such a 

currency, the currency of payment, the exchange rate and the exchange costs shall be stated; 
3. A notification about the possibility for other expenses to occur, including taxes related to the transactions with financial 

instruments or provided investment services, which are not paid through the intermediary and are not charged by it; 
4. The rules and the methods of payment or another execution. 
(2) (Amended by a decision per Protocol 29.08.2016) The obligation under para. 1 shall not apply to units and shares of 

collective investment schemes if the investment intermediary provides the client with the information contained in the prospectus 
pursuant to Art. 69 of Directive 2009/65/EC. 

 
Art. 19. (1) The investment intermediary shall adopt a Tariff for its standard commission remuneration for the various types of 

contracts with clients, as well as about the type and the amount of expenses for the clients if they are not included in the remuneration.  
(2) The tariff as per para. 1 shall be placed at a visible and easily accessible place in all premises where the investment 

intermediary accepts clients and shall be published on the investment intermediary's web site. 
 
Art. 20. When concluding contracts, the investment intermediary shall provide the client with the Tariff for standard commission 

remuneration and the client declares it is aware of it and accepts it. The adopted Tariff for standard commission remuneration is an 
integral part of the contract concluded between the incorporated by reference and the client. 

 
VІІ. ASSESSMENT FOR AN APPROPRIATE SERVICE 
 
Art. 21. (1) When providing portfolio management services and investment consultations, the investment intermediary shall 

require from the client, respectively, the potential client, information about its financial capacity, investment objectives, knowledge, 
experience with the portfolio management services and provision of investment consultations and about its readiness to take risks, as 
well as to update such information. The investment intermediary shall not provide portfolio management services and investment 
consultations to a client who has not provided the information as per sentence one.  

(2) When providing the services as per para. 1, the investment intermediary shall be guided by the information obtained 
pursuant to para. 1. 

(3) When providing investment services other than those mentioned in para. 1, the investment intermediary shall require from 
the client, respectively, the potential client, information about its knowledge and experience regarding the provided service, as well as 
to update such information. The client shall provide the information as per sentence one. 

(4) Based on the information as per para. 3, the investment intermediary shall assess whether the proposed investment service 
is appropriate for the client, respectively, the potential client. If, based on the information obtained as per para. 3, the investment 
intermediary assesses that the proposed investment service is not appropriate, it shall notify the client, respectively, the potential client, 
about that in writing. 

(5) In case the client, respectively, the potential client, fails to provide the information as per para. 3 or the provided information 
is insufficient to perform the assessment as per para. 4, the investment intermediary shall inform the client, respectively, the potential 



  

client, in writing that it cannot assess whether the proposed investment service is appropriate for it. 
(6) When providing investment services related to acceptance and transmission of orders in relation to one or more financial 

instruments, including mediation for concluding transactions with financial instruments and/or execution of orders at the expense of 
clients, the investment intermediary can provide such services to a client without the latter being required to provide the information as 
per para. 3 if:  

1. The subject matter of the services are shares, which are admitted to trading on a regulated market or on an equivalent market 
in a third country as per a list of the European Commission, bonds or other debt securities, with the exception of those bonds or other 
debt securities, which underlie a derivative instrument, money market instruments, units of collective investment schemes and other 
non-complex financial instruments; 

2. The service is provided at the initiative of the client or of a potential client; 
3. The client or the potential client has been informed in writing that the investment intermediary will not comply with the 

obligations under para 4; 
4. The investment intermediary complies with the requirements for treatment of conflict of interests; 
(7) The requirements under para. 1-6 shall not apply when the investment service is offered by the investment intermediary as 

part of a financial product, which is regulated by the acquis communautaire or by common European standards in relation to credit 
institutions or consumer credits with regard to risk assessment of clients and/or requirements for providing information. 

 
Art. 22. (1) When providing investment consultations or portfolio management services, the investment intermediary shall 

require information from the client or from the potential client, which is necessary to establish the essential facts about the client and 
gives reasonable grounds to the intermediary to consider, with a view to the essence and the scope of the offered service, that the 
transaction that will be recommended or concluded in the course of portfolio management meets the following criteria: 

1. It corresponds to the client's investment objectives; 
2. The client has the financial capacity to bear all related investment risks related to its investment objectives; 
3. The client has the necessary experience and knowledge to understand the risks related to the transaction or the management 

of his portfolio. 
(2) When providing an investment service as per para. 1 to a professional client, the investment intermediary can accept that 

with regard to the products, transactions and services, for which the client is defined as professional, it possesses the necessary 
experience and knowledge for the purposes of para. 1, item 3. 

(3) When providing an investment consultation to a professional client pursuant to Section I of the Annex to the MFIA, the 
investment intermediary can accept that for the purposes of para. 1, item 2 such a client has the financial capacity to bear all related 
investment risks related to its investment objectives. 

(4) The information regarding the financial status of the client or of a potential client includes, if applicable, information about 
the sources and the size of its constant income, its assets, including liquid assets, investment and immovable property, as well as its 
regular financial liabilities. 

(5) The information regarding the investment objectives of the client or of a potential client includes, if applicable, information 
about the period of time, during which the client intends to hold the investment, its preferences regarding the assumed risk, its risk 
profile and the objectives of the investment. 

(6) If during the provision of investment consultation or portfolio management services the investment intermediary has failed to 
collect the required information as per Art. 21, para. 1 of the General Terms and Conditions, it shall not recommend investment services 
or financial instruments to the client or to a potential client. 

 
Art. 23. (1) When the investment intermediary assesses whether an investment service, other than investment consultation and 

portfolio management, is appropriate for a client, it shall establish whether the client has the necessary experience and knowledge to 
understand the risks related to the product or the investment service, which is offered or requested. 

(2) The investment intermediary can accept that the professional client has the necessary experience and knowledge to 
understand the risks related to a particular investment service, transaction or product, for which the client has been defined as 

professional. 
 
Art. 24. (1) The information, which the investment intermediary requires from the client or from a potential client about the 

experience and the knowledge in the sphere of investment activity, shall comprise:  
1. The type of services, transactions and financial instruments, of which the client has knowledge; 
2. The essence, volume and frequency of the transactions with financial instruments at the expense of a client, as well as the 

period, during which they will be concluded; 
3. The educational degree, profession or relevant previous profession of the client or of a potential client. 
(2) The investment intermediary shall require such part of the information as per para. 1, which is relevant, with a view to the 

client's characteristics, nature and scope of the services to be provided and the contemplated types of products or transactions, 
including their complexity and the related risks. The investment intermediary may require from the client additional information, other 
than that stated in para. 1, with a view to making the most accurate assessment of an appropriate service and in compliance with the 
principle of acting to the best interest of the client in the provision of investment services.  

(3) The investment intermediary shall not encourage its clients or potential clients not to provide the required information for the 
purposes of Art. 21 of the present General Terms and Conditions. 

(4) The investment intermediary shall be guided by the information provided by its clients or potential clients, unless it is aware 
or was supposed to be aware that the information is inaccurate, incomplete or not current.  

 
VІІІ. CONTRACT-BASED PROVISION OF INVESTMENT AND ADDITIONAL SERVICES AT THE EXPENSE OF CLIENTS 
 



  

Art. 25. (1) The investment intermediary shall provide investment and additional services at the expense of a client based on a 
written contract with the client.  

(2) The client, respectively, its representative, shall sign the contract as per para. 1 in the presence of a person as per Art. 29 of 
the present General Terms and Conditions, after the client or its representative have been identified, unless the contract is concluded 
pursuant to Art. 27а, Art. 27b and/or Art. 27c below.  

(3) The identification of the client when concluding a contract by exchange of electronic statements, signed by electronic 
signature, shall be done pursuant to Art. 27а below.  

(4) During the execution of the contract as per para. 1 and in compliance with the accounting legislation, the investment 
intermediary shall open analytical accounts for the client's financial instruments and cash. 

(5) The investment intermediary shall keep in the archive a copy of the client's identity document, certified by it and by the 
person executing the contract for the investment intermediary. Where the contract is concluded by a representative, the investment 
intermediary shall keep in the archive a copy of the client's identity document and a copy of the representative's identity document 
certified as per the previous sentence.  The certification shall be done by placing the inscription “certified copy”, date and signature of 
the person performing the certification. 

(6) The contract under para. 1 shall contain personal data of the persons that execute it, the capacity of the person representing 
the investment intermediary, the date and place of conclusion and the General Terms and Conditions current as at the moment of 
conclusion and accepted by the client, the main rights and obligations of the parties and statement of the information that the 
intermediary is obliged to provide to the client. 

 
Art. 26. (1) Concluding the contract as per Art. 25, para. 1 by a proxy is only possible if the investment intermediary is provided 

with a power of attorney certified by a notary public stating the representative authority for performing management or dispositive 
actions with financial instruments and a declaration by the proxy that he/she is not engaged professionally in performing transactions 
with financial instruments and that it has not performed such transactions for a period of one year prior to concluding the contract. 

(2) The investment intermediary shall keep in its records the declaration and the original power of attorney as per para. 1, 
respectively, its transcript certified by a notary public. If the power of attorney has a repeated effect, the investment intermediary shall 
keep a copy of it certified by the proxy and by a person from the Internal Control Department. 

 
Art. 27. (1) The investment intermediary shall conclude the contract as per Art. 25, para. 1 above and accept the documents 

related to orders for transactions with financial instruments only at a registered address, branch or office, which have been listed in the 
register as per Art. 30, para. 1, item 2 of the Law on the Financial Supervision Commission, unless the contract is concluded pursuant to 
Art. 27a, Art. 27b and Art. 27c below. 

(2) The premises at the addresses as per para. 1 shall have the necessary technical equipment and software, which allow for 
accepting orders, including orders submitted remotely and/or by a distant communication means, for keeping the sequence of receiving 
orders at their submission for execution and for storing information. 

(3) The investment intermediary shall place information about its name and seat, business hours and full name of the persons in 
charge for the respective branch or office at the entrance of each branch and office as per para. 1. 

(4) The premises at the addresses as per para. 1 where the investment intermediary operates shall meet the fire safety 
requirements. 

 
Art. 27а. (1) The contract as per Art. 25, para. 1 above may be concluded remotely by exchange of electronic statements 

signed using an electronic signature pursuant to Art. 13 of the Law on Electronic Document and Electronic Signature.  
(2) In the cases as per para. 1 above, the investment intermediary shall verify the client’s identity, respectively, that of its 

representative, by means of the following documents provided pursuant to para. 1:  

1. A copy of the identity document and for legal entities – also a copy of the registration document containing details of the 

establishment and the representation; and  
2. A document, including a document containing details from a credit and/or debit card, issued by a credit institution, which 

meets the requirements as per para. 8, and/or a document certifying the charging or payment of a utility service; the documents as per 
the previous sentence shall show the account holder.   

(3) Where the contract as per para. 1 has been concluded using a qualified electronic signature, para. 2, item 2 may not be 
applied.  

(4) With a view to identifying the client, the investment intermediary can require additional details and/or documents. The 
investment intermediary shall be responsible for the proper identification of the client and shall perform all reasonable actions to 
establish the client's identity.   

(5) The person as per Art. 29 below shall ensure that the provisions of para. 1 - 3 have been observed.  
(6) The investment intermediary shall keep the whole documentation and information related to the electronic statement.  
(7) (Amended by a decision per Protocol 29.08.2016) The provision of the whole necessary information by the client, as well as 

the provision of information by the client, needed to perform assessment of an appropriate service, can be done by electronic statement 
signed by the client using an electronic signature.  

(8) The document as per para. 2, item 2 shall be issued by a credit institution licensed in a European Union member state or in a 
country, which is party to the Agreement on the European Economic Area. The credit institution, which has issued the document as per 
para. 2, can have its seat also in a member state of the Financial Action Task Force (FATF), of the Asia/Pacific Group on Money 

Laundering (APG), of the Eurasian group on combating money laundering and financing of terrorism (EAG) or of the Committee of 
Experts on the Evaluation of Anti-Money Laundering Measures and the Financing of Terrorism (MONEYVAL) to the Council of Europe. 

(9) Where the contract is not concluded by using a qualified electronic signature, the transfers of money in relation to 
investment and additional services being received by and provided to the client pursuant to a contract as per para. 1 shall be done only 
to and from a payment account kept by a credit institution as per para. 8, which is held by the client.  



  

(10) Contracts shall not be concluded by proxies pursuant to the present article. 
 
Art. 27b. (1) The contract as per Art. 25, para. 1 can be concluded in absentio by exchange of the necessary documents signed 

by the parties under the condition that the client is the holder of the bank account opened with the credit institution, which meets the 
provisions of para. 2. The client, respectively, its representative, shall send to the investment intermediary the signed contract, an 
original document issued by the respective credit institution that the client is the bank account holder and a certified copy of its identity 

document, and for legal entities – a certified copy of the registration documents containing details of the establishment and the 

representation. The certification shall be done by placing the inscription “certified copy”, date and signature of the client. The provisions 
of Art. 25, para. 2 and 5 above shall not apply. 

(2) The bank account as per para. 1 shall be opened with a credit institution as per Art. 27а, para. 8. 
(3) The transfers of money in relation to investment and additional services being received by and provided to the client 

pursuant to a contract as per para. 1 shall be done only to and from a payment account kept by a credit institution as per para. 2, which 
is held by the client. 

(4) Contracts shall not be concluded by proxies pursuant to the present article. 
 
Art. 27c. (1) (Amended by a decision per Protocol 29.08.2016) The contract as per Art. 25, para. 1 above can be concluded 

from a distance by exchange of the necessary documents in hard copy, signed by the parties where the client shall sign before a notary 
public who certifies this circumstance. The provision of the whole necessary information by the client, as well as the provision of 
information by the client, needed to perform assessment of an appropriate service, can be done by the client from a distance by signing 
the necessary documents before a notary public. 

(2) The client, respectively, its representative, shall send to the investment intermediary the signed contract certified by a notary 
public, a certified copy of its identity document, and for legal entities – a certified copy of the registration documents containing details 
of the establishment and the representation. The certification of the identity document and of the registration documents shall be done 
by placing the inscription “certified copy”, date and signature of the client. 

 
Art. 28. The investment intermediary shall not conclude the contract as per Art. 25, para. 1 if the client or its representative 

have not provided and signed all necessary documents as per Art. 25, 26, 27a, 27b and 27c above, or have provided documents with 
obvious irregularities or the data in them are incomplete, incorrect or ambiguous or if there exists another circumstance, which causes 
doubts of improper identification or representation. The investment intermediary shall not conclude the contract as per Art. 25, para. 1 
also if the counterparty is represented by a proxy who declares being engaged professionally in transactions with financial instruments. 
This restriction shall not apply if the contract is concluded by a management company, credit institution, investment intermediary or 
another person, which has the right to perform activity with financial instruments. 

 
Art. 29. (1) The investment intermediary shall conclude contracts as per Art. 25, para. 1 and accept client orders only via 

individuals who are employed by it under full-time contracts and are: 
1. Brokers, or 
2. Individuals who meet the requirements of Art. 3, item 1-b of Ordinance No. 7 of 2003 on the requirements to the individuals 

who execute directly, under contract, transactions in financial instruments and provide investment advice with regard to financial 
instruments, as well as the procedure for obtaining and forfeiting the right to exercise such activity, and are entered in the register as 
per Art. 30, para. 1, item 2 of the Law on the Financial Supervision Commission,  

(2) The investment intermediary can conclude contracts as per Art. 25, para. 1 and accept client orders also via the managers, 
executive members of the managing body or the procurators of the investment intermediary. 

 
Art. 30. When concluding a contract with a client for portfolio management, the contract shall state: 
1. The specific operations, for which the investment intermediary shall be empowered; 
2. The investment objectives and limitations of portfolio management defined by the client; 
3. That the client's financial instruments and cash shall be managed at the client's own risk and expense;  
4. That by signing the contract, the client gives their prior confirmation for each operation or transaction performed by the 

investment intermediary pursuant to the contract;  
5. The methods for and regularity of evaluation of the financial instruments in the client's portfolio; 
6. Other information pursuant to the current legislation and the will of the parties. 
 
Art. 31. In case the investment intermediary concludes a contract for distant provision of financial services within the meaning of 

Art. 6 of the Distance Marketing of Financial Services Act (DMFSA) or enters negotiations on such a contract, then the relevant 
provisions of DMFSA shall apply with regard to that contract. 

 
Art. 32. (1) Insofar as the Markets in Financial Instruments Act and its implementing regulations do not provide for anything to 

the contrary, the Electronic Documents and Electronic Signature Act. shall apply as well to the contractual relations between a client and 
an investment intermediary.  

(2) Each document, which is required pursuant to Ordinance No. 38 to be executed in writing, can be executed in electronic 
format, provided that it is signed pursuant to the Electronic Documents and Electronic Signature Act and the observance of all other 

requirements of the mentioned Ordinance has been ensured. 
(3) When concluding contracts as per Art. 27a, para. 1 above, the client shall provide the whole necessary information as per the 

current legal requirements, including the assessment for an appropriate service, in an electronic statement signed by the client with a 
regular electronic signature, which will be considered equal to a manual signature in the relations between the investment intermediary 
and the client.  



  

 
ІХ. EXECUTING CLIENT ORDERS 
 
Art. 33. (1) The investment intermediary shall execute client orders for transactions with financial instruments pursuant to its 

Policy for executing orders and to the best interest of the client. The investment intermediary shall have observed its obligation to act 
toward achieving the best result of its clients if it has executed the order or a specific aspect thereof, following the client's special 
instructions. 

(2) The investment intermediary shall provide the client with a copy of the Policy for executing orders, as well as the following 
information on a durable medium: 

1. Description of the relative weight of the factors of execution as per Art. 30 of the Markets in Financial Instruments Act, defined 
by the investment intermediary in compliance with the criteria or the method, according to which the investment intermediary defines 
the weight of such factors; 

2. A list of the places for execution, on which the intermediary relies to a great extent for achieving the best execution of client 
orders;  

3. A clear and explicit warning that all special instructions of the client can prevent the intermediary from undertaking the 
necessary actions to achieve the best result when executing client orders, in compliance with the Policy for executing orders, with 
regard to that part of the order, to which the special instructions refer. 

(3) The client shall submit its orders to the investment intermediary in writing or by telephone, fax, electronic trade system or 
another remote communication means. The order shall have minimum contents and be accompanied by the required declarations as 
defined in the Policy for executing client orders and Ordinance No. 38. 

(4) A client shall be responsible for the veracity, authenticity, regularity, reliability of their orders and the documents attached 
thereto and about the validity of the held rights on the securities provided by them for sale or collateral. The intermediary shall not be 
liable for the damages suffered by the client as a result of the client providing incorrect, inaccurate, incomplete information related to 
and necessary for executing an order. The client shall indemnify in full the investment intermediary for the damages caused to it as a 
result of transactions with securities executed at client's order, the rights on which are void, respectively invalidated. The client shall 
inform immediately the investment intermediary in writing about changes in its legal status, as well as about replacement of the persons 
that represent it or are authorised to act on its behalf and in its name. The mentioned changes shall take effect for the intermediary as 
at the moment it has been informed about them in writing. The investment intermediary shall not be liable for suffered damages and 
gained losses from orders executed until the day of receiving a written notification about occurred changes or circumstances within the 
meaning of the present item, including in cases when it has executed an order submitted by a person who has identified oneself to this 
end with formally valid untrue documents (with untrue contents and/or not authentic) and has established one's dispositive powers 

with, among others, formally valid power of attorney, in cases when the person's dispositive power was terminated/limited prior to the 
investment intermediary being informed in writing about the termination/limitation of the person's powers. 

(5) The client shall not submit orders for financial instruments, about which he/she possesses internal information or for 
securities and compensatory instruments, which have been blocked with the depository institution, in which they are kept, and shall not 
submit orders for transactions, which represent a concealed sale/purchase of financial instruments. 

(6) Each submitted order by a client can be amended or withdrawn personally by the client or by a duly authorised third party 
pursuant to the present terms and condition, provided that its execution has not started. Orders submitted by the client shall be 
withdrawn in the form and as per the procedure for submitting orders, where the withdrawal can only be performed if the investment 
intermediary has not proceeded to execution of the order and after it has been indemnified for the actions performed by the date of 
withdrawal. The actions that the investment intermediary has performed to execute the order, while not being aware and not being able 
to be aware of its withdrawal shall be binding for the client.  

(7) Where the orders are submitted by telephone, the investment intermediary shall make a recording of the conversation with 
the client. The investment intermediary shall keep fax messages in hard copy. Where the orders are submitted in another distant 
manner, the investment intermediary shall keep in electronic medium the details provided by the client in relation to the orders. The 
provisions of the present paragraph shall not apply to transfer of dematerialised financial instruments from a personal account to a 

client's sub-account with the investment intermediary in the Central Depository. 
(8) The investment intermediary can accept orders via an electronic trading system (platform), which guarantees the observance 

of the provisions of Ordinance No. 38 and ensures client's access to a particular execution place. The access to the system as per the 
previous sentence and the submission of orders by the client shall be done via web, computer-based and/or mobile applications, which 
ensure reliable client identification. Clients submitting orders for transactions via an electronic trade system shall agree with the 
mechanisms used by the investment intermediary, which provide guarantees to the clients about the integrity, authenticity, 
completeness and unalterability of the details and the information flows within the electronic platform in question, as well as that the 
clients using the trading platform are correctly, accurately and unambiguously identified and they cannot refuse or change in any other 
way their liabilities or other legal consequences of the use of the electronic trade system. 

(9) The access to the system as per the previous paragraph and the submission of orders by clients of the investment 
intermediary who are subscribed to this system shall be done by means of an electronic certificate issued in the name of the client in 
compliance with the provisions laid down in the internal rules for work with the electronic system in question and upon concluding a 
contract for provision of access pursuant to the present General Terms and Conditions. 

(10) An order submitted via an electronic system shall be regarded as submitted at the initiative of the client. The client shall be 
liable for and bound by all actions performed on its behalf following positive electronic identification, whereby the client has received 

access to an electronic platform for submitting orders. The details provided and the actions performed by the client in the platform, 
including submitted orders, shall be regarded as valid and binding statements of the client. The risk that they may not be done by the 
client, may not correspond to its actual will, may be incomplete, inaccurate or untrue, shall be borne entirely by the client. The 
investment intermediary shall not be liable for damages or gained losses occurred as a result of the mentioned circumstances. 

(11) Orders can be submitted by a proxy only if he/she provides a power of attorney certified by a notary public, containing the 
representative power for performing dispositive actions with financial instruments and a declaration as per Art. 25, para. 1 of Ordinance 



  

No. 38 valid for a one-year term prior to submitting the order. When submitting orders at a registered address, branch or office of the 
investment intermediary entered in the register as per Art. 30, para. 1, item 2 of the Law on the Financial Supervision Commission, if 
during client identification it is ascertained that there is a change of its personal data and/or a new identity document has been issued 
to him/her, Art. 25, para. 5 above shall apply. 

(12) When accepting an order, the accepting person shall identify the client, respectively, its representative, and shall require 
from the client, respectively, from its representative to declare whether:  

1. It possesses internal information about the financial instruments, to which the order refers, and about their issuer, if the 
financial instruments, to which the order refers or on the basis of which the financial instruments being the subject of the order have 
been issued, are traded on a regulated market;  

2. The financial instruments within the scope of the order for sale or replacement have been blocked at the depository institution 
where they are kept, whether they have been pledged or seized. 

3. The transaction within the scope of the order represents a concealed purchase or sale of financial instruments. 
(13) The investment intermediary shall not execute a client's order if the client, respectively, its representative, refuses to submit 

a declaration or declares that the transaction being the subject of the order represents a concealed purchase or sale of financial 
instruments. The refusal as per the previous sentence shall be ascertained by a separate document, signed by the client. 

(14) The investment intermediary shall not execute a client's order if it has been declared or ascertained that the financial 
instruments being the subject of a sale order are not available in the client's account or have been blocked at a depository institution, as 
well as if they are pledged or seized, with the exception of the following cases: 

1. The transferee has been informed about the established pledge and has expressed its explicit consent to acquire the pledged 
financial instruments, there is explicit consent by the pledgee in the cases provided for by the Registered Pledges Act.   

2. The pledge has been established over a totality of instruments within the meaning of the Registered Pledges Act. 
(17) The prohibition as per the previous paragraph regarding an order for sale of financial instruments, which are not available 

in a client's account, shall not apply in cases when the investment intermediary secures in another way that the financial instruments 
being the subject of the sale shall be made available on the date of settling the transaction, as well as in other cases defined by an 
ordinance.  

 
Х. RIGHTS AND OBLIGATIONS OF THE PARTIES TO THE CONTRACT FOR PROVISION OF INVESTMENT SERVICES 

 
Art. 34. The client shall have the following rights and obligations: 
1. The right to require accurate execution of the contractual obligations by the investment intermediary; 
2. The right to receive from the investment intermediary the whole required information as per the present General Terms 

and Conditions and the current legislation; 
3. The right to receive execution of a submitted order and portfolio management in accordance with the investment 

intermediary's Policy for executing orders; 
4. The right to receive the relevant reports and notices for the services performed at its expense; 
5. The right to receive the financial instruments purchased in its name and at its expense; 
6. The obligation to provide valid documents for ownership of the financial instruments; 
7. The obligation to provide to the investment intermediary, along with the submission of an order for purchasing financial 

instruments, the money needed for the payment on the transaction, to which the order refers, unless the client certifies that he/she will 
perform its payment obligation, as well as in other cases as stated in an Ordinance of the Financial Supervision Commission and in 
Chapter 18 of the present General Terms and Conditions. Where the client fails to provide the financial resources needed to execute an 
order for purchasing financial instruments following an invitation by the investment intermediary to this end, the latter shall not be 
responsible for the order execution and shall have the right to reject the order.   

8. The obligation to pay the price of the financial instruments; 
9. The obligation to the respective commission and/or fee for the provided investment or additional service, as well as all 

costs related to the provided services;  

10. The obligation to provide its personal data pursuant to the provisions of the current legislation; 
11. Other rights and obligations provided for in the present General Terms and Conditions or contemplated in the contract 

concluded by the investment intermediary and the client. 

  
Art. 35. (1) The investment intermediary shall have the following rights and obligations: 
1. The right to receive in due time full and accurate information as required by the Markets in Financial Instruments Act, 

Ordinance No. 38 and the present General Terms and Conditions; 
2. The right to receive payment from the client for the provided investment or additional service, as well as all cost incurred 

in relation to the provided service; 
3. The right to record the telephone conversations and the electronic communication between the investment intermediary 

and the client; 
4. The right to receive compensation, security or penalty payment as agreed by the parties in the contract; 
5. The right to keep and process the client's personal data; 
6. The obligation to provide to the client the information required pursuant to the Markets in Financial Instruments Act, 

Ordinance No. 38 and the present General Terms and Conditions;  
7. The obligation to observe its policy for executing orders; 

8. The obligation to provide clarification on the policy for treating conflict of interests – the information shall be provided if 

requested by a client, in hard copy or through the web site of the investment intermediary, if it is not represented in hard copy, while 
observing the provisions of Art. 17, para. 2. 

9. Other rights and obligations provided for in the present General Terms and Conditions or contemplated in the contract 



  

concluded by the investment intermediary and the client. 
(2) While performing its activity, the investment intermediary shall keep the client's commercial secrecy, as well as its business 

prestige. 
(3) The members of the managing bodies of the investment intermediary and the persons employed by it under contracts shall 

not disclose, unless being authorised, and shall not use for their own or other person's benefit any facts and circumstances concerning 
the balance and the operations under the cash and financial instrument accounts of clients of the investment intermediary, as well as all 
other facts and circumstances, which represent commercial secrecy, that they have become aware of while performing their 
professional obligations. 

(4) When entering office or starting their activity for the investment intermediary, all persons as per para. 3 shall sign a 
declaration for keeping the secrecy as per para. 3. 

(5) The provisions of para. 3 shall apply also in cases when the mentioned persons do not hold office or their activity has been 
discontinued. 

(6) In addition to the Financial Supervision Commission, the Deputy-Chairperson and authorised officials from the FSC 

administration, as well as the regulated market, of which it is a member – for the purposes of these bodies controlling activity and 

pursuant to the inspection order, the investment intermediary shall only provide information as per para. 3: 
1. With the consent of its client; 
2. Pursuant to Part Two, Chapter Sixteen, Section IIIa of the Tax Insurance Procedure Code; or 
3. By court decision issued pursuant to the Markets in Financial Instruments Act. 
(7) The investment intermediary can negotiate with itself or with another person, which it represents, unless the client has 

explicitly objected to that. The client's consent shall be regarded as validly granted by signing the contract with the investment 
intermediary. 

(8) Where the subject of the order are financial instruments, for which a market or exchange price has been announced and if 
the investment intermediary can sell them from or buy them for its own portfolio at a price stated by the client in the order, the 
investment intermediary shall have the right to declare to the client that it sells to or buys from him/her the securities being the subject 
of the order at the price stated therein, and the client shall be deemed informed and shall provide its explicit consent by signing the 
order. 

(9) If the intermediary has informed the client about the order execution without stating a third party, the client shall be deemed 
as a party to the transaction. 

(10) The investment intermediary can deviate from the client's order only if the deviation is in clear interest of the client. If the 
transaction has been concluded and executed under more favourable conditions that those stated in the order contract, the whole 
benefit shall belong to the client. 

(11) The investment intermediary shall not guarantee and be liable for the execution by third parties of the transactions 
concluded with them following client’s order, including for actions of the Central Depository AD, another depository institution and other 
competent authorities. 

 
ХІ. KEEPING OF THE CLIENTS' FINANCIAL INSTRUMENTS AND MONEY 
 
Art. 36. The investment intermediary shall accept payments in cash from clients for provision of investment and/or additional 

services, as well as money needed for payment of transactions in financial instruments, respectively perform payments to clients while 
observing the provisions of the Limitation of Cash Payments Act.  

(2) The investment intermediary shall not keep with itself its clients' cash. The investment intermediary shall deposit the cash 
provided by clients or received as a result of investment services provided at their expense with a person as per 38 below not later than 
the end of the next business day, while undertaking the necessary actions to diversify the cash to the persons as per the same article. 

 
Art. 37. (1) The clients' financial instruments shall be kept as follows:  
а) in a sub-account of the client with a depository institution within the meaning of §1, item 26 of the Supplementary Provisions 

of the Markets in Financial Instruments Act, opened under the account of the investment intermediary; 
b) in a sub-account of the client opened under the account of a third person while observing the provisions of Ordinance No. 38 

and the Internal Rules on Accounting of the investment intermediary; 
c) available securities, which can be traded at the capital market, shall be kept with: 

 The Central Depository (under the hypothesis of Art. 141, para. 2 of the Law on Public Offering of Securities) if they have 
been immobilised; 

 A bank under the terms of a regular bank deposit, concluded by the investment intermediary and the bank. 
d) bearer securities shall be kept with a bank under the terms of a regular bank deposit concluded by the investment 

intermediary and the bank or at the pay-desk of the investment intermediary;  

e) foreign financial instruments – in a sub-account of the client with the investment intermediary in the respective depository 

institution abroad or with a third party. 
(2) The keeping and registration of government securities issued on the domestic market shall be done under the terms and 

procedure of the Government Debt Act and its implementing regulations.  
(3) The investment intermediary shall open a sub-account for the client with a depository institution on the grounds of the 

written contract as per Art. 25, para. 1 and in accordance with the with its provisions. The investment intermediary, which opens an 

account for its client's financial instruments with a third party, shall exercise due care with regard to the client's interests when 
determining that person and assigning it with the safekeeping of the client's financial instruments, as well as review on a regular basis 
but at least once a year, with the same care, the selection of that person and the conditions, under which it keeps the client's financial 
instruments. 



  

(4) While performing the obligations as per para. 3, the investment intermediary shall take into account the professional qualities 
and the market reputation of the third party, as well as the legal requirements and the market practices related to the safekeeping of 
such financial instruments, which can impair the client’s rights. 

(5) In case the investment intermediary foresees the keeping of financial instruments of a client with a third party in a country 
where the legislation provides for special regulation and supervision of the keeping of financial instruments at the expense of another 
person, the investment intermediary shall not provide client’s financial instruments to be kept by a person from such a country, which is 
not subject to the regulation and supervision as provided for by the local legislation. 

(6) The investment intermediary shall not keep client’s financial instruments with a third party in a third country where the 
legislation does not regulate the keeping of financial instruments at the expense of a third party. 

(7) The limitation as per para. 6 shall not apply if any of the following conditions is present: 
1. The nature of the financial instruments or of the investment services provided in relation to such instruments require that they 

are kept with a third party in a third country as per para. 6; 
2. A professional client requests in writing that its financial instruments be kept with a third party in a third country as per para. 

6; 
(8) The investment intermediary shall undertake the necessary actions to ensure that the keeping of financial instruments of its 

clients with third parties is done in a way that guarantees identification of the client's financial instruments separately from the financial 
instruments of the investment intermediary and of the third party, by keeping separate accounts from that third party or by applying 
other measures that ensure the same level of protection. 

(9) In case the current legislation that applies to the activity of the third party does not allow for observing the requirements as 
per para. 8, the investment intermediary shall undertake appropriate measures to guarantee the client’s rights in relation to the financial 
instruments kept with the third party, including by opening accounts, separately from its own account, for the financial instruments of 
clients that the third party keeps in the name of the investment intermediary but on another person’s account. 

 
Art. 38. The investment intermediary shall have the right to deposit the cash of its clients with: 
1. A central bank; 
2. A credit institution; 
3. A bank licensed in a third country; 
4. A collective investment scheme, which has received a permit to operate pursuant to Directive 2009/65/EC of the Council of 

another undertaking for collective investment, which is subject to supervision by the competent supervision body in a member state if it 
meets the following conditions: 

a) its investment objective is to maintain a certain average net asset value (net profit) or net asset value, equal to the capital 

attracted from the investors plus a profit; 
b) it invests the collected cash exclusively in money market instruments with the highest possible credit rating awarded by a 

credit rating agency, of which the maturity or tenor to maturity is not more than 397 days, or in instruments with fixed income close to 
that of the previous instruments, or in instruments, of which the average tenor to maturity is 60 days; it can additionally invest the cash 
in bank deposits; 

c) ensures liquidity on the same day or settlement on the next day. 
 
Art. 39. (1) The investment intermediary can deposit the cash of its clients with the persons as per Art. 38, with which it is a 

related party, only if the clients have consented to this in writing.  
(2) The investment intermediary shall deposit the cash provided by clients or received as a result of investment services provided 

at their expense with a person as per 38 not later than the end of the next business day.  
(3) The investment intermediary, when depositing financial resources of its clients with a person as per Art. 38, items 2-4, shall 

exercise due care regarding the client’s interests when determining that person and depositing the client’s cash with it, as well as review 
on a regular basis but at least once a year, with the same care, the selection of that person or collective investment scheme and the 
conditions, under which it keeps the client’s financial resources. 

(4) While performing the obligations as per para. 3, the investment intermediary shall take into account the professional qualities 
and the market reputation of the third party with a view to guaranteeing the client's rights, as well as the legal requirements and the 
market practices related to the safekeeping of the financial resources, which can impair the client’s rights.  

(5) The investment intermediary shall not invest the client’s financial resources in a collective investment scheme if the client 
objects to this way of keeping the cash provided by him/her. 

(6) The investment intermediary shall undertake the necessary actions to ensure that the clients’ money deposited pursuant to 
Art. 38 are kept in individual client accounts, separately from the money of the investment intermediary. The contract concluded 
between the investment intermediary and the person as per Art. 34, para. 3 of the Markets in Financial Instruments Act shall state 
explicitly that the opened account shall only keep money belonging to clients and these financial resources shall not be subject to 
seizure for liabilities of the investment intermediary.  

(7) In case the current legislation that applies to the activity of the person as per Art. 38 does not allow for observing the 
requirements as per para. 6, the investment intermediary shall undertake appropriate measures to guarantee the client's rights in 
relation to the deposited money, including by opening a common account for clients’ money that the mentioned person keeps in the 
name of the investment intermediary but on another person's account. 

 

Art. 40. The investment intermediary shall keep separately: 
1. The portfolios of financial instruments and/or money of its clients; 
2. Its own portfolio of financial instruments and/or money and those of its clients; 
3. Its own money from that of its clients.  
  



  

Art. 41. When concluding a contract with a client, the investment intermediary shall open for the client a sub-account to its 
financial instrument account with a depository institution. The investment intermediary shall not be liable in front of creditors with the 
financial instruments and money of its clients, nor with underlying securities of depository receipts. No enforced collection shall be 
allowed and no collateral shall be established over the money and financial instruments of clients for liabilities of the investment 
intermediary. 

 
Art. 42. The investment intermediary shall not transfer financial instruments from a client's personal account to a client's sub-

account with the investment intermediary with a depository institution if the circumstances as per Art. 27 of Ordinance No. 38 are 
present, regardless of the contract concluded with the client. 

 
Art. 43. When concluding a contract with a client, the investment intermediary shall assign a unique number to the contract, 

keep a register of its clients with the details mentioned in the Rules on Accounting of Karoll AD Investment Intermediary.  
 
Art. 44. While performing its activity of providing investment services, the investment intermediary shall not allow: 
1. Registration of client orders for execution prior to opening a sub-account of the client under the account of the investment 

intermediary with a depository institution; 
2. Use of financial instruments and/or money of a client at the expense of another client of the investment intermediary, 

except for the cases as per the legal provisions and Chapter 18 of the present General Terms and Conditions. 
3. Use of financial instruments and/or money of clients in favour of the investment intermediary, except for the cases as per 

the legal provisions and Chapter 18 of the present General Terms and Conditions. 
4. Use of money of the investment intermediary to cover clients' liabilities, except for the cases as per the legal provisions 

and Chapter 18 of the present General Terms and Conditions. 
5. Providing loans to clients for purchasing of financial instruments, except for the cases as per a special Ordinance of the 

Financial Supervision Commission and Chapter 18 of the present General Terms and Conditions.  
 
Art. 45. To other issues related to safekeeping of clients' financial instruments and money not regulated by the present General 

Terms and Conditions, the provisions of the contract between the parties shall apply, as well as the Rules of the investment 
intermediary on accounting, on keeping of information and safekeeping of the clients’ financial instruments and money. 

 
ХІІ. TREATING CONFLICT OF INTERESTS 
 

Art. 46. (1) Conflict of interests is a situation, which occurs in relation to the provision of investment and/or additional services 
by the investment intermediary and may harm a client's interest. 

(2) The investment intermediary shall apply efficient procedures and measures to treat conflicts of interests stipulated in the 
Rules of the investment intermediary for treating conflicts of interests. 

(3) (Amended by a decision per Protocol of 29.08.2016) When establishing the types of conflicts of interests, which occur as a 
result of the provision of investment and/or additional services and the presence of which can impair a client's interest, the investment 
intermediary shall take into account, while applying a minimum set of criteria, the circumstance whether it, a person employed by it 
under a contract, or a person directly or indirectly related to it for reasons of control, fall in any of the following hypotheses as a result 
of the provision of investment and/or additional services:  

1. It has the opportunity to make financial profit or avoid financial loss at the expense of the client;  
2. It has interest in the result of the service provided to a client or in a transaction executed at the expense of a client, which is 

different from the client's interest in this result;  
3. It has a financial or another incentive to prefer the interest of a client or a group of clients instead the interest of another 

client;  
4. It performs the same activity as the client;  

5. It receives or will receive from a person, other than the client, benefits in relation to a service provided to the client in the 
form of cash, goods or services in breach of Art. 14 of Ordinance no. 38 or other than the standard consideration or commission for this 
service. 

 
Art. 47. While providing investment and additional services, the investment intermediary shall undertake all necessary actions to 

establish potential conflict of interests between: 
1. The investment intermediary, including the members of its managing bodies, persons who can conclude transactions, 

independently or jointly with other persons, in the name of the investment intermediary, all other persons hired under a contract by the 
investment intermediary and the persons related to it for reasons of control, on the one side, and its clients, on the other side; 

2. Its individual clients.  
 
Art. 48. If despite the application of the Rules for internal organisation of the investment intermediary and the Policy for treating 

conflicts of interests, there is still a risk for the client's interests, the investment intermediary shall not perform activity in the name of a 
client, unless it has informed it about the general nature and/or sources of the potential conflicts of interests.  

 

Art. 49. In the cases as per Art. 48, the investment intermediary, prior to performing activity at the expense of a client, in 
relation to which there is a conflict of interests, shall provide to the client, on a hard copy, information, which is sufficient for the client, 
with a view to its characteristics, to take informed decision regarding the investment or additional service, in relation to which conflict of 
interests occurs. 

 



  

Art. 50. (1) By signing a contract for provision of investment and/or additional services, the client agrees that in treating 
conflicts of interests the investment intermediary shall act pursuant to its Policy for treating conflicts of interests and the client shall 
accept such a policy. 

(2) The client shall have the right to receive from the investment intermediary the Policy for treating conflicts of interests on a 
durable medium prior to concluding a contract for provision of investment and/or additional services. 

 
ХІІІ. ONGOING AND REGULAR PROVISION OF INFORMATION TO CLIENTS 

 
Art. 51. (1) In the cases when the investment intermediary concludes a transaction in the name of a non-professional client, 

which is not pursuant to a contract for management of an individual portfolio, it shall send to the client confirmation of the concluded 
transaction on a durable medium and in the first instance possible but not later than the first business day following the conclusion of 
the transaction. If the confirmation was received by the investment intermediary through a third party, the client shall be notified not 
later than the first business day following the day, on which the investment intermediary received the confirmation from the third party. 

(2) The confirmation as per para. 1 shall contain such part of the following information related to the transaction in question, to 
which Table 1 of Annex 1 to Regulation 1287/2006/EC applies: 

1. identification of the investment intermediary, which provides the information;  

2. The name or another form of identification of the client; 
3. The date and time of concluding the transaction; 
4. The type of the submitted order;  
5. The nature of the order (bid, ask, etc.); 
6. Place of executing the order; 
7. Identification of the financial instruments;  
8. Bid/ask indicator; 
9. Number;  
10. Single price;  
11. Total value of the transaction; 

12. Total amount of the commissions and costs to be borne by the client, and following client's request – separate statement of 

each cost item; 
13. The client's obligations regarding the settlement of the transaction, including the deadline for payment or delivery and details 

of the account, to which the transfer is to be performed, where such details have not been announced to the client in advance; 
14. A notification that the counterparty to the transaction with the client is the investment intermediary, another person from the 

group of the investment intermediary or another client of the investment intermediary, unless the order has been executed via a trading 
system, which allows for anonymous trading. 

(3) Where the order has been executed in parts, the investment intermediary can provide information to the client as per para. 
2, item 9 about the price of each transaction or the average price. Where an average price is provided, the intermediary shall provide to 
a non-professional client, upon request, information about the price of each transaction separately. 

(4) Paragraph 1 shall not apply if the confirmation contains the same information as the confirmation, which was sent 
immediately to the client by another person. 

(5) Where the transaction as per para. 1 was concluded in the name of a professional client, the investment intermediary shall 
provide him/her immediately with the essential information about the concluded transaction on a durable medium. 

(6) If no settlement is performed on the stated date or another change occurs in the information contained in the confirmation, 
the investment intermediary shall duly inform the client by the end of the business day, on which the intermediary has become aware of 
the change.  

(7) The investment intermediary shall provide to the client, upon request, information about the status of the order and its 
execution. 

(8) Paragraphs 1 and 5 shall not apply to client orders, which have as a subject bonds to finance mortgage loan agreements, to 

which those clients are parties, where the confirmation of the transaction will be issued at the same moment when the terms of the 
mortgage loan are announced, but not later than one month of the order execution. 

(9) The investment intermediary shall have the right to provide information as per para. 2 by using standard codes under the 
condition that it provides the client with keys of the used codes. 

(10) In case of submitted orders by non-professional clients with a subject units or shares of undertakings for collective 
investment, which are executed regularly, the investment intermediary shall undertake the actions as per para. 1 or provide the client, 
at least once every 6 months, with the information as per para. 2 related to such transactions. 

(11) In case of accepting orders from a client via an electronic trading system, the confirmation as per para. 1, respectively, the 
information as per para. 3-5, shall be provided to the client via the electronic system. 

 
Art. 52. (1) Where the investment intermediary provides portfolio management services to clients, it shall provide to the clients, 

on a durable medium, a regular report on the activities performed in the name of the clients, related to the portfolio management, 
unless such a report is provided to the client by a third party.   

(2) For non-professional clients, the report as per para. 1 shall contain the following information, where applicable: 
1. The name of the investment intermediary; 
2. The name or another designation of the client's account; 
3. Details about the contents and evaluation of the portfolio, including detailed information about each financial instrument 

included in it, the market price of each financial instrument or the fair price if the market price cannot be determined, the cash balance 
at the beginning and at the end of the reporting period, as well as the portfolio management activities during such a period; 



  

4. Total size of the fees and charges paid during the reporting period, stating at least the total amount of the management fee 
and the total costs related to the execution; where applicable, it shall be stated that a more detailed expense report will be provided 
upon request; 

5. A comparison of the portfolio management activities during the reporting period against a benchmark, if any, agreed by the 
client and the investment intermediary; 

6. The total amount of the dividends, interest and other payments received by the investment intermediary during the reporting 
period in relation to the client's portfolio management; 

7. Information about other corporate actions, which give certain rights in relation to the financial instruments from the portfolio; 
8. The information as per Art. 51, para. 2, items 3-11 shall be provided about each transaction concluded during the reporting 

period, where applicable; this requirement shall not apply if the client has chosen to receive notifications after each transaction 
concluded pursuant to para. 5. 

(3) The investment intermediary shall provide a report as per para. 1 every 6 /six/ months if it has concluded a contract with a 
non-professional client unless:  

1. The Client has requested to receive reports every 3 /three/ months; 
2. As in the cases as per para. 5, the report is provided once every 12 /twelve/ months; 
3. The contract between the investment intermediary and the client allows for leverage in portfolio management; in this case the 

report shall be provided at least once a month. 
(4) With the present General Terms and Conditions the investment intermediary explicitly informs the non-professional clients 

about their rights as per para. 3, item 1. The exception of para. 3, item 2 shall not apply to transactions with financial instruments as 
per Art. 3, item 2, letters “c” – “i” and § 1, item 1, letter “c” of the Markets in Financial Instruments Act.  

(5) The client shall have the right to choose to receive a report for each concluded transaction as part of its portfolio 
management upon its conclusion. In the cases as per sentence one, the investment intermediary shall provide the client with the 
essential information about the transactions on a durable medium immediately after their conclusion. In cases of non-professional 
clients, the investment intermediary shall send to them confirmation about the transaction containing the information as per Art. 51, 
para. 2 not later than the first business day following the conclusion of the transaction or if the investment intermediary has received 

the confirmation via a third party – not later than the first business day following the receipt of the confirmation. Sentence three shall 

not apply if the confirmation contains the same information as the confirmation, which was sent immediately to the client by another 
person. 

(6) The investment intermediary shall inform the non-professional client, in whose name it manages a portfolio, when there are 
uncovered open positions in conditional transactions. 

 
Art. 53. In cases when the investment intermediary performs transactions in relation to portfolio management in the name of 

non-professional clients or keeps accounts for such clients, which include uncovered positions in transactions or transfers depending on 
future conditional events, the investment intermediary shall inform the non-professional clients if the losses exceed the initially defined 
thresholds in agreement with the client. The notification as per sentence one shall be done not later than the end of the business day, 
on which these thresholds were exceeded or if it happened on a non-business day – by the end of the next business day. 

 
Art. 54. The investment intermediary shall inform its client, following a procedure defined in the contract, if a liability occurs for 

the client pursuant to Art. 145 of the Law on Public Offering of Securities as a result of transactions with financial instruments 
performed at its expense, including when managing an individual portfolio of financial instruments and/or money. 

 
Art. 55. (1) When keeping money or financial instruments of a client, the investment intermediary shall provide to him/her on a 

durable medium, at least once a year, a report with the following minimum contents, unless the contents of such a report has been 
reflected in another regular report to the client: 

1. Details about the financial instruments or cash held by the investment intermediary at the expense of the client as at the end 
of the reporting period; 

2. The limit, to which the client's financial instruments or money have been the subject of a transaction for financing of 
securities; 

3. The amount of the received dividends or other payments of the client due to its participation in a transaction for financing of 
securities, as well as the grounds, on which they have been determined; 

4. The fees and commissions paid by the client for the safekeeping, including those paid to the investment intermediary. 
(2) In cases when one or more transactions have been concluded within the client’s portfolio, on which the settlement has not 

been completed, the information as per para. 1, item 1 may be provided as at the date of concluding the transaction or as at the 
settlement date and the selected approach shall be used in providing information about all such transactions in the report as per para. 
1. 

(3) When keeping client’s financial instruments or money and providing portfolio management services, the investment 
intermediary can include the report under para. 1 within the report as per Art. 52, para. 1.  

 
ХІV. ASSIGNING THE EXECUTION TO A THIRD PARTY 
 
Art. 56. The client shall be informed that the investment intermediary can assign the execution of important operational 

functions or investment services and activities to a third party. The assignment shall be done by means of a written contract between 
the investment intermediary and the third party, which shall state exhaustively the rights and obligations of the parties. 

 



  

Art. 57. (1) The assignment of important operational functions, as well as of investment services and activities shall be done in 
a way that does not lead to releasing the investment intermediary from its obligations as per Markets in Financial Instruments Act and 
its implementing regulations. 

(2) The assignment as per para. 1 shall not lead to:  
1. Assignment of the responsibilities of the members of the managing body of the investment intermediary or other persons who 

manage its activity;   
2. Change in the legal relations between the investment intermediary and tis clients or of its obligations to them pursuant to the 

Markets in Financial Instruments Act and its implementing regulations;   
3. Breach of the provisions of the Markets in Financial Instruments Act and its implementing regulations that the investment 

intermediary must meet to be issued a licence and to perform activity;   
4. Cancellation or change of any other condition, based on which the licence has been issued.  
 
Art. 58. (1) Where the investment intermediary assigns the execution of important operational functions or investment services 

and activities to a third party, this shall be done by strictly observing the provisions of the Markets in Financial Instruments Act and its 
implementing regulations. 

(2) In case the investment intermediary and the third party, to which the provision of services has been assigned according to 
the present chapter, belong to the same group, with a view to observing the requirements as per the present chapter, the investment 
intermediary can take into account also the degree of control it exercises over the third party or the degree, to which it can influence its 
activity. 

 
ХV. ACTIVITY AS A REGISTRATION AGENT 
 
Art. 59. (1) The investment intermediary operates as a registration agent when, based on a written contract with the client, it 

submits to the respective depository institutions details and documents for registration of: 
1. Transactions with financial instruments concluded in advance directly between the parties;  
2. Transfers of dematerialised financial instruments in case of donations and inheritance;  
3. Change of details about the owners of dematerialised financial instruments, correction of wrong data, issuance of duplicates of 

certification documents and other activities as provided for by the rules of the respective depository institution.  
(2) In the cases as per para. 1, the persons, respectively, their representatives, shall sign the necessary documents in the 

presence of a person as per Art. 29 upon verifying their identity.  
(3) An official from the internal control department of the investment intermediary shall check whether the contract as per para. 

1 meets the provisions of the Markets in Financial Instruments Act, its implementing regulations and the internal documents of the 
investment intermediary. In this case, the official from the internal control department shall prepare a document by the end of the 
business day, which certifies that the verification has been performed. 

(4) A copy of the identity documents of the persons, respectively, their representatives, certified by them and by the person as 
per Art. 29 who concludes the contract on behalf of the investment intermediary pursuant to Art. 24, para. 5 of Ordinance No. 38, and 

in the cases as per para. 1, item 1 – a declaration by the parties to the transaction, respectively, their proxies, that they do not perform 

and have not performed professionally transactions with financial instruments for a term of one year prior to contract conclusion, and 
the declaration as per Art. 35, para. 1 of Ordinance No. 38, shall remain in the archive of the investment intermediary. 

(5) The contract as per para. 1 may be concluded also pursuant to Art. 27а – Art. 27c above. 

 
Art. 60. The assignor and the assignee of the financial instruments in the cases as per Art. 59, para. 1 can be represented in 

front of the investment intermediary, which performs activity as a registration agent, by persons duly authorised by means of a notary-
certified power of attorney while observing the requirements of Art. 25 or Ordinance No. 38. 

 
Art. 61. When performing activity as a registration agent, the investment intermediary shall refuse to sign a contract with a 

client and to accept the documents for performing registrations if: 
1. All necessary details and documents are not available, the presented documents contain obvious irregularities or there are 

inaccuracies and contradictions in the details; 
2. A party to the transaction declares that it possesses internal information about the financial instruments being the subject of 

the transaction if they are traded at a regulated market, or about their issuer; 
3. There are circumstances, which raise doubts about improper identification or representation; 
4. The party to the transaction, respectively, its proxy, declares professional involvement in transactions with financial 

instruments in the cases as per Art. 59, para. 1, item 1; 
5. The party to the transaction, respectively, its proxy, declares that the transaction represents a concealed purchase or sale of 

financial instruments. 
 
Art. 62. (1) For its activity as per Art. 59 the investment intermediary shall collect fees as per a tariff defined by it. The tariff 

must be placed at a visible and easily accessible place in the premises where the investment intermediary accepts clients. 
(2) Following a request by the seller and in case the buyer agrees, in transactions with dematerialised financial instruments as 

per Art. 59, para. 1, item 1, the amount representing the selling price on the transaction can be deposited with the investment 
intermediary, acting as a registration agent, until the transaction is registered with the Central Depository. The investment intermediary 
shall inform the parties to the transaction about this possibility. 

(3) The investment intermediary shall disclose information about the transactions under Art. 59, para. 1, item 1 as per the 
procedure for disclosure of transactions concluded by it as stipulated in Regulation 1287/2006/EC. 



  

(4) Chapter two, three and four (excluding Art. 26a, Art. 26b and Art. 26c) of Ordinance No. 38 shall not apply with regard to 
persons who use the services of the investment intermediary only as a registration agent. 

 
ХVІ. ACCOUNTANCY OF THE INVESTMENT INTERMEDIARY 
 
Art. 63. (1) The investment intermediary shall adopt Rules on Accounting, on the grounds of Art. 24, para. 1, item 4 of the 

Markets in Financial Instruments Act, and shall keep its accounting pursuant to their provisions.  
(2) The purpose of the Rules is to ensure the protection of the clients of the investment intermediary, as well as to provide 

correct, full and current information about the investment and additional services provided to clients by the intermediary. The 
information as per the previous sentence is necessary for the management of the investment intermediary, the provision of 
confirmations, reports and references to clients and settling disputes. 

 
ХVІІ. INVESTOR COMPENSATION SCHEMES 
 
Art. 64. The clients of the investment intermediary are explicitly informed, by means of the present General Terms and 

Conditions, about the Investor Compensation Fund, which ensures compensation to the clients of Karoll AD under the terms and 
provisions of Art. 77a and following of the Law on Public Offering of Securities in cases when the investment intermediary is not capable 
of performing its obligations to a client for reasons directly related to its financial status. Compensation shall be granted for receivables, 
which have occurred due to the investment intermediary's inability to return a client's asset (securities, money, etc.) and the amount of 
the compensation shall be up to 90% of the receivable amount but not more than BGN 40,000 (forty thousand).  

 
XVIII. PERFORMING MARGIN PURCHASES, SHORT SALES AND LENDING OF FINANCIAL INSTRUMENTS 
 
Within the meaning of Chapter 18 of the present General Terms and Conditions, the terms given below shall have the following 

meaning: 

 
- Margin purchase is a purchase of financial instruments performed by an investment intermediary at the expense of its client, 

where the client uses a money loan from the investment intermediary to pay for the financial instruments.  

- Short sale is a sale within the meaning of Art. 2, para. 1, letter “b” of Regulation (EU) 236/2012 of the European Parliament 

and of the Council of 14 March 2012 on short selling and certain aspects of credit default swaps (ОВ, L 86/1 of 24 March 2012).  
- Lending of financial instruments is the transfer of financial instruments from the lender in ownership of the borrower against 

the obligation for returning of financial instruments of the same type, number and issue on a defined future date or on demand 
pursuant to Chapter 18 of the present General Terms and Conditions.  

- Ordinance No. 16 is Ordinance No. 16 of 7.07.2004 on the procedure for performing margin purchases, short sales and lending 
of financial instruments, adopted by the Financial Supervision Commission. 

- Client is a natural or legal person that uses or intends to use the services of the investment intermediary for performing margin 
purchases, short sales and lending of financial instruments and that has concluded or will conclude a contract for performing 
margin purchases, short sales and lending of financial instruments. 

- Regular account is an account for financial instruments or money opened for a client with the investment intermediary not 
pursuant to a contract for performing margin purchases and short sales.  

 
Chapter 18 of the present General Terms and Conditions is an integral part of the contracts for performing margin 

purchases, short sales and lending of financial instruments concluded by the investment intermediary and its clients.  
 
Art. 65. The financial instruments, which can be used as collateral when performing margin purchases and short sales and with 

which short sales can be performed on the territory of the Republic of Bulgaria, shall be the financial instruments, which meet the 
provisions of Ordinance No. 16.  

 
Art. 66. (1) The client is informed and agrees that the regulated market can establish additional requirements to the financial 

instruments being subjects of margin purchases or short sales, as well as stricter requirements than those stipulated in Art. 65, should 
this be necessary for securing the stability of the market in financial instruments and the protection of the investors. 

(2) It is entirely within the client's obligation to follow the financial instruments, with which short sales can be concluded and 
which can serve as a collateral for margin purchases.  

 
Art. 67. (1) The investment intermediary shall not accept as collateral for margin purchases and short sales, and shall not 

perform short sales of financial instruments, which no longer meet the provisions of Art. 65, respectively, Art. 66, para. 1. 
(2) The settlement of margin purchases and short sales concluded at a regulated market prior to the financial instruments in 

question becoming non-compliant with the provisions of Art. 65, respectively, Art. 66, para. 1, shall be done as per the general 
procedure. The concluded contracts for lending of financial instruments, which have subsequently become non-compliant with the 
provisions of Art. 65, respectively, Art. 66, para. 1, shall remain in force. 

(3) Where financial instruments as per para. 1 serve as collateral of a margin loan, the investment intermediary shall have the 
rights, and the client shall have the obligations as per Art. 79 and Art. 80 of the present General Terms and Conditions. 

 
Art. 68. The client shall be informed that the Financial Supervision Commission can impose restrictions and prohibitions on the 

performance of margin purchases and short sales with individual types or issues of financial instruments if this is necessary to secure 



  

the stability of the securities market or to protect investors. In this case, the investment intermediary shall not be liable and shall not 
owe indemnification for any losses suffered by the client. 

 
Art. 69. (1) The investment intermediary may use for the account of a client its own or borrowed financial instruments in order 

to: 
1. Fulfil an obligation to transfer financial instruments, which are the subject of a short sale, performed for the account of a 

client. 
2. Return financial instruments, borrowed to perform a short sale for the account of a client. 
(2) The obligation of a client, for whose account the financial instruments are used, to return the financial instruments shall be 

regarded as secured by the monies and financial instruments, accounted on its account for short sales, including with the monies 
received from short sales, with which the client explicitly agrees by signing a contract for performing margin purchases, short sales or 
lending of financial instruments. 

(3) For the purposes of para. 1 the investment intermediary may also use, for the account of a client, financial instruments kept 
under a margin account or under a short sale account of another client, up to the extent, to which they are regarded as collateral 
pursuant to the present General Terms and Conditions, with which the client, owner of the used financial instruments, agrees by signing 
the contract for performing margin purchases and short sales. The obligation of a client, in whose name the financial instruments are 
used, to return the financial instruments shall be regarded as secured as per the terms of para. 2, with which the client agrees by 
signing the contract for performing margin purchases and short sales. 

(4) The disposition of financial instruments as per para. 1 and 3 shall be recorded in the respective register of the depository 
institution, where the financial instruments are kept. 

(5) The procedure, according to which the investment intermediary can use the client's financial instruments as per para. 3 shall 
be stipulated in the contract for performing margin purchases and short sales. 

(6) The investment intermediary may use for its own account financial instruments accounted on accounts for margin purchases 
or on accounts for short sales of clients, up to the extent, to which they are regarded to be collateral pursuant to Art. 73, respectively, 
Art. 84, including to transfer them to its account, with which the client agrees by signing the contract for performing margin purchases, 
short sales or lending of financial instruments, only with the purpose to: 

1. Fulfil an obligation to transfer financial instruments, which are the subject of a short sale, executed for its own account; 
2. Return financial instruments, borrowed to perform a short sale for its own account; 
3. Secure a loan from a credit institution, which has been licensed by the Bulgarian National Bank (BNB) to perform banking 

activity in the country, taken to finance margin sales; 
4. Lend them to another investment intermediary. 

 Art. 69, para. 5 hereabove shall apply, respectively.  
(7) The disposition of financial instruments shall be recorded in the respective register of a depository institution, where the 

financial instruments are kept. 
(8) In the case of para. 6, the investment intermediary shall return to the client financial instruments of the same type, number 

and issue in the following manner:  
- The used financial instruments shall be considered when calculating the variation margin calls and the variation requirements 

for short sales 
- The intermediary shall be bound pursuant to the present General Terms and Conditions to return to the client financial 

instruments of the same kind, number and issue as the ones used. The obligation for returning shall be fulfilled by the intermediary on 
the first business day following the date of settlement of the transactions as per art. 78, para. 4 and Art, 91, para. 4 of the present 
General Terms and Conditions. In case the investment intermediary cannot use other financial instruments to return ones used, the 
intermediary shall submit an order for purchasing the financial instruments at the first session of the regulated market after the 
obligation for returning becomes due. The financial instruments shall be returned to the client to the regular account. 

- The returning obligation shall be fulfilled by the intermediary only if the client has no exigible obligation to the intermediary to 
return financial instruments and/or to pay monies ensuing from the contract for performing margin purchases, short sales or lending of 

financial instruments. 
- If due to reasons beyond the control of the investment intermediary, the financial instruments cannot be returned within the 

deadline mentioned above (e.g. impossibility to execute an order for purchasing financial instruments at the floor of the Bulgarian Stock 
Exchange or at the respective regulated market, etc.), the intermediary shall fulfil its obligation for returning the financial instruments 
immediately after the reasons for this impossibility have disappeared. 

(9) Where the investment intermediary uses client's financial instruments or monies for its own account or for the account of 
another client, the intermediary can gain benefits from this use in the form of financial payments, etc., other than exercising the rights 
on the used financial instruments. In this case, the client whose monies or financial instruments are used, shall not have any claims to 
the investment intermediary with regard to the benefits as per sentence one. 

 
Art. 70. (1) The client shall have the right to receive compensation for non-exercising the rights on its own used financial 

instruments in the following manner:  
- in case of paid dividend and/or interest and/or principal payment and/or another payment on the client's financial instruments 

during the time when these were used by the investment intermediary for its own account, the intermediary shall owe to the client a 
payment equal to the amount, which the client would have received if the intermediary has not used the client's financial instruments. 

The intermediary can apply set off prior to performing the payment as per sentence one if the client has a due liability to the 
intermediary. 

- in case of paid dividend and/or interest and/or principal payment and/or another payment on the client's financial instruments 
during the time when these were used by the investment intermediary for the account of another client, the client, for whose account 
the financial instruments were used shall owe payment in favour of the intermediary's client whose financial instruments were used to 
perform the settlement of the short sale, where such a payment shall be equal to the amount, which the client, whose financial 



  

instruments were used, would have received if its financial instruments have not been used by the investment intermediary. This 
obligation shall be fulfilled via the investment intermediary by which the short sale has been performed and the latter shall retain the 
necessary amount as per sentence one from the account for short sales of the client who has performed the short sale. In case of 
decrease of the monies of the client on its account for short sales, Art. 92 and Art. 93 of the present General Terms and Conditions shall 
apply respectively. If for any reason the account for short sales of the debtor client does not have a sufficient amount for performing 
this obligation, the intermediary shall have the right to retain the necessary amount from the client's monies held with the investment 
intermediary in the client's regular account. In case the debtor client fails to fulfil its obligation, it shall also owe indemnity to the 
amount of the statutory default interest rate until the final repayment of the amount and in case the investment intermediary has paid 
the due amount to the client whose financial instruments have been used, the client shall also owe indemnity for all damages suffered 
by the intermediary because of the made payment.  

- in case of paid dividend and/or interest and/or principal payment and/or another payment on the investment intermediary's 
financial instruments during the time when these were used for the account of a client of the intermediary, the client for whose account 
the financial instruments have been used shall owe to the intermediary a payment equal to the amount, which the intermediary would 
have received if it has not used the financial instruments for some else's account.  

- in case certain rights have been distributed under the used shares, during the time they were used, the person for whose 
account the financial instruments have been used shall owe indemnity equal to the weighted average price of the rights during the first 
day for trading with rights on the Bulgarian Stock Exchange AD, with such rights having been received under the shares used. This 
obligation shall be fulfilled as per the procedure described above.  

- the client shall be informed and agrees that in case the used financial instruments are securities, the client shall not exercise its 
voting right on these securities while the investment intermediary is using them.    

(2) The client shall be informed by the present General Terms and Conditions that it may owe tax on the monies received as 
indemnity pursuant to the current legislation.  

 
Art. 71. The investment intermediary may use the monies of a client, accounted on the client's account for short sales, in its 

own name or in the name of other clients up to the extent, to which they are regarded as collateral pursuant to Art. 84.  
  
CONDITIONS FOR EXECUTING MARGIN PURCHASES. COLLATERAL 
 
Art. 72. (1) The Investment Intermediary shall open: 
     a) and keep with itself a separate account for margin purchases of every client executing margin purchases; 
     b) in a depository institution a separate margin account for financial instruments of every client, on which the financial 

instruments shall be kept provided by the client in fulfilment of the initial and maintaining margin requirements; 
     c) in a depository institution a separate cash account for margin purchases, on which the cash of the investment 

intermediary’s clients shall be accounted, provided in connection with the execution of the margin purchases. 

(2) The investment intermediary shall account on the client’s account according to para. 1, item “a” the provided monies and 
financial instruments by the client in fulfilment of the initial and maintaining margin requirements and its claims on the margin loans 
granted to the client. 

(3) The account for margin purchases under para. 1, item “a” shall also contain information on the number of financial 
instruments from each issue, which have been deposited by the client incompliance with the initial or the maintaining margin 
requirements, as well as information on the liabilities to the client in connection with the use of financial instruments accounted on the 
account for margin purchases according Art. 69.  

 
Art. 73. (1) The client shall be informed and agrees that the financial instruments accounted on the accounts for margin 

purchases shall be regarded as collateral in favour of the investment intermediary for the loan provided to the client up to the size of 
the maintaining margin requirements as per Art. 76.  

(2) Where the financial instruments being the subject of a margin purchase do not serve as collateral on the margin loan, the 
settlement of the margin purchase shall be done by transferring of the financial instruments to the client's regular account.  

 
Art. 74. (1) A client who has submitted an order for margin purchase of financial instruments, which satisfy the provisions of 

Art. 65, respectively, Art. 66, para. 1, which serve as collateral of the margin loan, shall meet the initial margin requirement under para. 
2 on the day of order submission and till the settlement day of the concluded transaction. The parties may agree on other requirements 
in the contract. 

(2) Initial margin requirement shall be the obligation of the client to provide the investment intermediary with a deposit to the 
value according to para. 3, which may consist of: 

     1. monies; 
     2. debt securities, issued or guaranteed by the Bulgarian state, which have a market value; 
     3. financial instruments, which meet the requirements under Art. 65, respectively, Art. 66, para. 1;  
     4. any combination of items 1, 2 and 3. 
(3) The specific size of the deposit as per para. 2 shall be defined in the contract for performing margin purchases and short 

sales and shall not be smaller than the one stipulated in Ordinance No. 16. The investment intermediary shall have the right to change 
this level at its own discretion and shall publish the change on its web site www.karollbroker.bg and duly inform the client as 

provided for in the contract with the client. A submission of an order by the client for executing a margin purchase at the new level of 
the initial margin requirement shall be deemed as consent of the client with the new level. If the client does not consent to the new 
level of the initial margin requirement, it shall not submit orders for margin purchases and the intermediary shall not execute such 
orders.  
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(4) The client agrees that it is the authority of the regulated market to determine a higher level of the initial margin requirement 
than the one defined by the investment intermediary. In this case the higher requirement shall apply. 

(5) The initial margin requirement may be met by the client also by available margin surplus according art. 78, para. 2, item 1 
and/or available surplus at short sales according art. 91, para. 2, item 1, following the client's explicit request.  

(6) The value of the margin loan provided to a client by the investment intermediary for each particular margin purchase shall be 
the difference between the value of the margin purchase and the amount of the client’s pecuniary deposit under para. 2, item 1. 

(7) The total amount of the margin loan of the client shall be the sum owed under all margin loans as per para 6. 
(8) The client shall owe interest over all provided financial resources. The interest shall be calculated at the end of each day, on 

which the client uses a margin loan and shall be retained from its monies accounted on its regular account opened with the investment 
intermediary pursuant to a brokerage contract or from the account for margin purchases, once a month or at the termination of the 
contract for performing margin purchases and short sales.  The concrete size of the interest rate shall be defined in the contract for 
performing margin purchases and short sales.  

(9) The value of the margin purchase shall include also the commission payable to the intermediary as per the current Tariff.  
(10) If the client fails to meet the initial margin requirement when submitting the order for performing a margin purchase, the 

investment intermediary shall not execute the order. 
(11) If by the settlement date the client no longer meets the initial margin requirement, the client shall deposit additional monies 

or financial instruments up to the level of the initial margin requirement. If the client fails to fulfil this obligation it shall owe a penalty to 
the amount defined in the contract for performing margin purchases and short sales, which shall be retained from the client’s financial 
resources on its margin account or regular account.  

 
Art. 75. In cases other than those under Art. 74, para. 1, a client who has submitted an order for execution of a margin 

purchase shall, on the day of submitting the order, meet a higher initial margin requirement than that as per Art. 74, para. 1, the 
amount of which cannot be smaller than that defined in Ordinance No. 16 and is defined in the contract for performing margin 
purchases and short sales. The investment intermediary shall have the right to change this level at its own discretion and shall publish 
the change on its web site www.karollbroker.bg and duly inform the client as provided for in the contract with the client. A 
submission of an order by the client for executing a margin purchase at the new level of the initial margin requirement shall be deemed 
as consent of the client with the new level. If the client does not consent to the new level of the initial margin requirement, it shall not 
submit orders for margin purchases and the intermediary shall not execute such orders. Art. 74 shall apply accordingly. 

 
Art. 76. (1) A client, for whom an account for margin purchases has been opened, shall meet the maintaining margin 

requirement at all times after the settlement date of the margin purchase. 

(2) A maintaining margin requirement shall be the obligation of the client to maintain collateral with the investment intermediary 
as per para. 3 to the amount, defined in the contract for performing margin purchases and short sales, which shall not be smaller than 
the one stipulated in Ordinance No. 16. The investment intermediary shall have the right to change this level at its own discretion and 
shall publish the change on its web site www.karollbroker.bg and duly inform the client as provided for in the contract with the 
client. A submission of an order by the client for executing a margin purchase at the new size of the maintaining margin requirement 
shall be deemed as consent of the client with the new size. If the client does not consent to the new size of the maintaining margin 
requirement, it shall not submit orders for margin purchases and the intermediary shall not execute such orders. If the intermediary 
changes the amount of a maintaining margin requirement, which refers to an already executed margin purchase, the client shall meet 
the new maintaining margin requirement at all times after the date of the change. In case of failure to fulfil this obligation, Art. 79 and 
Art. 80 of the present General Terms and Conditions shall apply. In case the client does not consent to the new size of the maintaining 
margin requirement it shall have the right to return the money loan to the investment intermediary.  The client agrees that it is the 
authority of the regulated market to determine a higher size of the maintaining margin requirement than the one defined by the 
investment intermediary. In the latter case the higher requirement shall apply. 

(3) Only financial instruments as per Art. 74, para. 2, item 2 and/or 3 can serve as collateral for the margin loan. The financial 
instruments of sentence one shall be accounted on a margin account of the client under Art. 72, para. 1, item “b”.  

(4) If the current market value of the financial instruments under para. 3, calculated pursuant to Art. 77, is lower than the 
maintaining margin requirement, the surplus on the account for short sales pursuant to Art. 91, para. 2, if any, may be transferred to 
serve as collateral for the margin loan at the explicit request by the client.  

(6) The client may order the investment intermediary to transfer the surplus on the account for short sales, if the client has 
such, to its account for margin purchases for the purpose of reducing the total amount of the margin loan of the client. 

  
Art. 77. The investment intermediary shall perform, at least once a day, valuation of the financial instruments, accounted on the 

account for margin purchases, as well as of the financial instruments being the subject of margin purchases, of which the settlement 
has not been executed, in the cases when they serve as collateral of the margin loan. The valuation of the financial instruments shall be 
done according to the market price. 

 
Art. 78. (1) The client shall not increase the total amount of the margin loan by drawing monies or by disposing of financial 

instruments, which serve as collateral for the margin loan (limiting the account for margin purchases), if as result of this the market 
value of the collateral for the margin loan, calculated as per Art. 77, will fall below the level determined in the contract between the 
parties. This level may not be lower but may exceed the one stated in Art. 19, para. 1 of Ordinance No. 16. The investment 

intermediary shall have the right to change this level at its own discretion and shall publish the change on its web site 
www.karollbroker.bg and duly inform the client as provided for in the contract with the client. A submission of an order by the client for 
executing a margin purchase at the new level shall be deemed as consent of the client with the new size. If the client does not consent 
to the new level, it shall not submit orders for margin purchases and the intermediary shall not execute such orders. If the intermediary 
changes the level, which refers to an already executed margin purchase and in case the client does not consent to the new level as per 
sentence one, the client shall have the right to return the money loan to the investment intermediary.  
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 (2) The client shall have right to use its margin surplus: 
     1. in order to meet an initial or maintaining margin requirement and/or an initial or maintaining requirement for short sales 

according to art. 88; or 
     2. to dispose in another way of financial instruments, accounted on its margin account, or to increase the total amount of the 

margin loan by drawing monies. 
(3) Margin surplus shall be the difference between the current value of the financial instruments, which serve as collateral for the 

margin loan, calculated as per Art. 77 and the level as per para. 1 applied to the total amount of the margin loan.  
(4) A sale with a subject the financial instruments, which serve as collateral for the margin loan, shall not represent a disposal 

within the meaning of para. 1 if the monies received from the sale are used by the client to decrease the size of its margin loan and 
after the settlement of the transaction they are deposited in its account for margin purchases. The sale of financial instruments in the 
cases as per Art. 75 of the present General Terms and Conditions shall not represent a disposal, if the monies received from the sale are 
used by the client to decrease the size of its margin loan. 

 
Art. 79. (1) If margin deficit occurs the investment intermediary shall not have the right to execute new orders for margin 

purchases and shall notify the client by the end of the business day that within two working days it must cover the margin deficit by 
depositing with the investment intermediary: 

1. monies, with which to pay the necessary part of the margin loan; and/or 
2. additional collateral in financial instruments under Art. 74, para. 2, item 2 and/or 3. 
(2) Margin deficit exists when the current market value of the collateral for the margin loan, calculated as per Art. 77, is less 

than the maintaining margin requirement as per Art. 76, para 2.  
 
Art. 80. (1) If the client does not cover the margin deficit under art. 79, para. 1 the investment intermediary shall sell the 

respective quantity of financial instruments on the account for margin purchases, necessary to cover the deficit by the day of the sale. 
The investment intermediary shall have the right to choose by itself the financial instruments to be the subject of the sale. 

(2) In case the value of the collateral of the margin loan is recovered within the term of Art. 79, para. 1 to the required amount 
as per Art. 76, para. 2 before the client covers the margin deficit, the intermediary shall notify the client about this in due time. 

(3) In case the current value of the collateral on the account for margin purchases at a given moment falls below a lower 
percentage, as determined in the contract, than that in the margin deficit, the investment intermediary shall have the right, before the 
expiration of the term under Art. 79, para. 1, to sell financial instruments on the margin account to cover the deficit on the day of the 
sale, pursuant to para. 1, if that is necessary to prevent bigger loss for the investment intermediary and/or the client. The percentage 
under sentence one may be higher than that as per Art. 21, para. 3 of Ordinance No. 16 The investment intermediary shall have the 

right to change this size at its own discretion and shall publish the change on its web site www.karollbroker.bg and duly inform the 
client as provided for in the contract with the client. A submission of an order by the client for executing a margin purchase at the new 
level shall be deemed as consent of the client with the new level. If the client does not consent to the new level, it shall not submit 
orders for margin purchases and the intermediary shall not execute such orders. If the intermediary changes the level, which refers to 
an already executed margin purchase and in case the client does not consent to the new level as per sentence one, the client shall have 
the right to return the money loan to the investment intermediary. 

(4) To avoid doubts, the investment intermediary shall evaluate the appropriateness of the collateral and undertake the actions 
as per para. 3 based on the current market value of the financial instruments in question at a certain moment.  

(5) The investment intermediary shall sell financial instruments in the cases as per para.1 and 3 by submitting an order for 
selling the financial instruments on the day, when the value of the collateral has fallen below the level of para. 3, and if that is 

impossible – on the next possible day. The monies received from the sale shall cover the margin deficit.  

(6) In the case under para 1 the investment intermediary shall have right to refuse execution of the submitted orders by the 
client for concluding margin purchases and short sales, as well as to terminate the contract for execution of margin purchases.  

 
Art. 81. (1) The contract for execution of margin purchases shall be concluded for a term as agreed by the investment 

intermediary and the client.  
(2) In case certain corporate events occur, as, inter alia: increase of the capital of a public company, including using own 

resources as provided for by Art. 197 of the Commerce Act and issuing new shares, as well as in case of change of the face value of 
already issued shares, taking a decision for paying dividend on shares, which meet the requirements of Art. 65 and/or Art. 66, para. 1 of 
the present General Terms and Conditions and which serve as collateral for the margin loan under Art. 76 of the present General Terms 
and Conditions, the intermediary shall have the right to require from the client and the client shall return the margin loan to the 
investment intermediary within a term of two business days before the last day of trading with the shares, which give the shareholder 
the right to participate in the increase of the capital and/or receive the new shares with the changed face value, for which the 
intermediary shall inform the client.  

(3) In case of occurrence of other events, except for those mentioned in para. 2, which, at the discretion of the investment 
intermediary, lead to a higher risk of impossibility of the client to return the provided loan or can lead to decrease of the collateral of the 
loan, the intermediary shall have the right to require from the client to return the provided amount on the margin loan. The 
intermediary shall inform the client about the exigibility of the margin loan and shall state the term for repaying the borrowed amount. 

(4) In case as at the expiry date of the contract as per para. 1, item 1, item 2 and item 3, the client fails to repay the loan 
granted for execution of margin purchases, the investment intermediary shall have the right to transfer from the account for monies of 

the client to its own pecuniary account the sum necessary for redemption of the margin loan, as well as to dispose of the collateral. The 
investment intermediary shall use the collateral by giving an order for sale of the financial instruments used as collateral of the margin 
loan on the first business day after the date of expiry of the term under para. 1, item 1, item 2 and item 3 above.  The monies received 

from the sale shall be used for repayment of the client’s liability to the intermediary under the margin loan. 
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(5) The remaining financial instruments on the account for margin purchases and the monies of the client shall be transferred to 
the account for financial instruments, respectively to the account for monies of the client, kept by the investment intermediary. 

(6) All expenses, which the investment intermediary has incurred in relation to the use of the collateral, shall be for the account 
of the client. 

(7) In case the investment intermediary cannot use the collateral pursuant to para. 4 within a term of ten days, the investment 
intermediary shall inform the client about this impossibility. In this case the client shall pay to the intermediary all due amounts ensuing 
from the contract for performing margin purchases and short sales within a term stated by the investment intermediary in the 
notification of sentence one. 

(8) The investment intermediary shall have the right to set off its claims against the counter-claims of the client ensuing from the 
contract for performing margin purchases, short sales and lending of financial instruments by addressing a unilateral declaration of 
intent to the client. In case of set-off, the two claims shall be redeemed to the amount of the smaller of them.  

(9) In the cases as per para. 2 and para. 3, the intermediary shall have the right to require from the client to provide additional 
collateral in financial instruments. In this case, the contract shall remain in force.  

 
SHORT SALES 

 
Art. 82. (1) The investment intermediary shall execute short sales for the account of a client on the basis of a written contract 

for execution of short sales concluded in accordance with the procedure under art. 24 of Ordinance No 38. By signing the contract for 
execution of short sales the investment intermediary undertakes to supply the financial instruments necessary to perform the settlement 
of the short sales in the cases where the investment intermediary has accepted an order for short sale from the client pursuant to Art. 
86 of the present General Terms and Conditions. 

 
Art. 83. (1) The investment intermediary: 
a) shall open and keep with itself a separate account for short sales of every client executing short sales; 
b) shall open in a depository institution a separate account for short sales of every client, on which the financial instruments shall 

be kept provided in fulfilment of the initial and maintaining margin requirements; 
в) shall open in a depository institution a separate cash account for short sales, on which the monies provided by the clients shall 

be accounted in connection with the execution of short sales, as well as the monies received from the executed short sales. 
(2) The investment intermediary shall account on the client’s account for short sales as per para. 1, item “a” the provided 

monies and financial instruments by the client in fulfilment of the initial and maintaining margin requirements, the monies from the 
short sale and its claim from the provided securities, subject to a short sale. 

(3) The client account for short sales under para. 1, item “a” shall also contain information on the number of financial 
instruments from each issue, subject of a short sale executed for the account of the client (financial instruments at short positions), on 
the number of financial instruments provided in connection with meeting an initial and a maintaining requirement for short sale, as well 
as information on the obligations to the client in connection with the use of financial instruments accounted on the account for short 
sales according art. 69.  

 
Art. 84. The monies and financial instruments accounted on the account for short sales of the client with the investment 

intermediary shall be regarded as collateral in favour of the investment intermediary for the financial instruments, which are the subject 
of a short sale, up to the extent of the maintaining requirement under Art. 89.  

 
Art. 85. The investment intermediary shall keep daily accounting for each client who has concluded a contract under Art. 82 

above, at the minimum about the submitted orders for short sales and the concluded transactions for short sales.  
 
Art. 86. The investment intermediary shall execute an order for short sale only under the condition that the respective 

requirements of Regulation 236/2012 are met and in the cases as per Art. 83, para. 1 – provided that it shall be able to supply the 

financial instruments, which are the subject of a short sale, including the cases when they are available on its account or on a sub-
account of its client who has an account for margin purchases or short sales, as well as if it has concluded a loan contract for financial 
instruments. 

 
Art. 87. (1) The seller in a short sale shall provide the lender of the financial instruments, respectively the investment 

intermediary or its clients who have accounts for margin purchases and short sales, or whose financial instruments have been used at 
the settlement of the short sales, with compensation for non-exercising of the rights attached to the financial instruments being the 
subject of a short sale. The obligation shall be performed via the investment intermediary, by which the short sale has been performed 
pursuant to Art. 70 of the present General Terms and Conditions. 

(2) For the use of another party's financial instruments, which are the subject of the short sale, the client shall owe to the 
intermediary consideration fee, which is calculated at the end of each day, on which another party's financial instruments are used, and 
is deducted once a month and at termination of the contract for short sales and margin purchases from the client's accumulated monies 
accounted on its account for short sales or from its ordinary cash account with the investment intermediary opened pursuant to the 
brokerage contract.  

 

Art. 88. (1) A client who has submitted an order for short sale shall meet the initial requirement for short sale under para. 2 on 
the day of submitting the order to the investment intermediary and until the day of settling the short sale. 

(2) An initial requirement for short sale shall be the obligation of the client to provide a deposit to the investment intermediary 
as per para. 3 to the amount defined in the contract for performing margin purchases and short sales, which shall not be smaller than 
the one stipulated in Ordinance No. 16. The investment intermediary shall have the right to change this size at its own discretion and 



  

shall publish the change on its web site www.karollbroker.bg and duly inform the client as provided for in the contract with the client. A 
submission of an order by the client for executing a short sale at the new level of the initial requirement shall be deemed as consent of 
the client with the new level. If the client does not consent to the new level of the initial requirement, it shall not submit orders for short 
sales and the intermediary shall not execute such orders.  

The value of the short sale shall include also the commission payable to the intermediary as per the current Tariff.  
(3) The deposit as per para. 2 may consist of: 
     1. monies; 
     2. debt securities, issued or guaranteed by the Bulgarian state, which have a market value; 
     3. financial instruments as per Art. 65, para. 1, respectively Art. 66, para. 1;  
     4. any combination of items 1, 2 and 3. 
(4) The initial requirement for short sale may be met by the client also by available surplus at short sales pursuant to Art. 91, 

para. 2 and/or available margin surplus pursuant to Art. 78, para. 2, item 1, following the client's explicit request. 
(5) The regulated market where the financial instruments, subject of short sales, are admitted to trading may provide for initial 

requirement for short sale, higher than the one under para 2. In this case the higher requirement shall apply. It is entirely within the 
client's obligation to follow the requirements for short sales.  

(6) If the client fails to meet the initial requirement for short sale at the moment of submitting the order, the investment 
intermediary shall not execute the order. 

(7) If by the settlement date the deposit as per para. 3 falls below the level as per para. 2, the client shall deposit additional 
monies or financial instruments. If the client fails to fulfil this obligation it shall owe a penalty to the amount defined in the contract for 
performing margin purchases and short sales, which shall be retained from the client’s financial resources on its account for short sales 
or regular account.  

 
Art. 89. (1) A client, for whom an account for short sales has been opened, shall meet the maintaining requirement for short 

sales at all times after the settlement date of the transaction. 
(2) A maintaining requirement for short sales shall be the obligation of the client to maintain collateral with the investment 

intermediary as per para. 3 to the amount, defined in the contract for performing margin purchases and short sales, which shall not be 
smaller than the one stipulated in Ordinance No. 16. The investment intermediary shall have the right to change this size at its own 
discretion and shall publish the change on its web site www.karollbroker.bg and duly inform the client as provided for in the contract 
with the client. A submission of an order by the client for executing a short sale at the new level of the maintaining requirement shall be 
deemed as consent of the client with the new level. If the client does not consent to the new level of the maintaining requirement, it 
shall not submit orders for short sales and the intermediary shall not execute such orders. If the intermediary changes the amount of a 

maintaining requirement, which refers to an already executed short sale, the client shall meet the new maintaining requirement at all 
times after the date of the change. In case of failure to fulfil this obligation, Art. 92 and Art. 93 of the present General Terms and 
Conditions shall apply. In case the client does not consent to the new level of the maintaining requirement for short sale, it shall have 
the right to return the financial instruments, which are the subject of the short sale, to the investment intermediary.  

(3) The monies received from the short sale, as well as the other monies and financial instruments accounted on the account for 
short sales of the client shall be the collateral for the short sale. If the monies and financial instruments accounted on the account for 
short sales are less than the maintaining requirement for short sales and the client has an open account for margin purchases with the 
investment intermediary, on which margin surplus exists, it may serve as collateral for the short sales, following explicit request by the 
client. 

(4) The client shall have the right to receive interest from the monies held by it pursuant to para. 3 with the investment 
intermediary, the amount of which shall be stipulated in the contract for performing margin purchases, short sales and lending of 
financial instruments. The client may receive the interest if it has no due pecuniary liability to the investment intermediary pursuant to 
the contracts signed by them. The client shall indicate to the intermediary to which account the due interest shall be transferred. 

(5) The regulated market where the financial instruments, subject of short sales, are admitted to trading may provide for 
maintaining requirement for short sales, higher than the one under para 2. In this case the higher requirement shall apply. It is entirely 

within the client's obligation to follow the requirements for short sales.  
 
Art. 90. The investment intermediary shall perform, at least once a day, valuation of the financial instruments, accounted on the 

account for short sales, as well as of the financial instruments being the subject of short sales, of which the settlement has not been 
executed. The valuation of the financial instruments shall be done according to the market price. 

 
Art. 91. (1) The client shall not have the right to dispose of the monies and financial instruments accounted on the account for 

short sales (restriction of the account for short sales) if as result of this the value of the collateral for the short sales will fall below the 
level defined in the contract between the parties. This level may be higher than the one provided for in Art. 37, para. 1 of Ordinance 
No. 16. 

(2) If the client has an open account for margin purchases with the investment intermediary and this is agreed between the 
parties, the surplus at short sales of the client may be used to cover the maintaining margin requirement under art. 67, para 3 if 
necessary. In the rest of the cases the client shall have right to use its surplus at short sales: 

     1. By transferring financial instruments accounted on its account for short sales, including to meet an initial margin 
requirement as per Art. 74 and/or an initial requirement for short sales as per Art. 88;2. or 

     2. By disposing of monies accounted on the account for short sales. 
(3) Surplus at short sales shall be the difference between the amount of the monies and the value of the financial instruments 

accounted on the account for short sales, and the level as per para. 1 applied to the current market value of the financial instruments, 
subject of short sales.  

(4) A purchase having as a subject financial instruments, which have been the subject of the short sale, shall not represent a 
disposal of monies, if the purchased instruments after the settlement of the transaction are returned to the investment intermediary.  
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Art. 92. (1) If deficit at short sales occurs, the investment intermediary shall not have the right to execute new orders by the 

client for short sales and shall notify the client by the end of the business day that within one working day it must cover the deficit on 
the short sales by: 

     1. Depositing with the investment intermediary additional collateral in money and/or financial instruments under art. 88, para. 
3; and/or 

     2. Purchasing the necessary number of financial instruments, subject of the short sale. 
(2) Deficit on short sales exists when the current value of the collateral for the financial instruments being the subject of a short 

sale is less than the maintaining requirement as per Art. 89, para 2.  
(3) The notification as per para. 1 shall be sent via the KAROLL BROKER trading system where the client explicitly consents to 

this method of notification. 
 
Art. 93. (1) If the client fails to cover the deficit at short sales under Art. 92, para. 1, the investment intermediary shall 

purchase the necessary number of the financial instruments, subject of short sale, executed for the account of the client, to cover the 
deficit by the day of the purchase. The investment intermediary shall execute the purchases under the previous sentence using the 
monies on the account for short sales of the client. 

(2) In case the current market amount of the collateral on the account for short sales at a given moment falls below a lower 
percentage, as determined in the contract, than the percentage under Art. 89, the investment intermediary shall have the right to 
purchase financial instruments pursuant to para. 1 prior to the expiry of the term of 1 business day, if that is necessary to prevent 
bigger loss for the investment intermediary and/or the client. The percentage under sentence one shall not be lower than the one 
stipulated in Art. 39, para. 2 of Ordinance No. 16. The investment intermediary shall have the right to change this size at its own 
discretion and shall publish the change on its web site www.karollbroker.bg and duly inform the client as provided for in the contract 
with the client. A submission of an order by the client for executing a short sale at the new level shall be deemed as consent of the 
client with the new level. If the client does not consent to the new level, it shall not submit orders for short purchases and the 
intermediary shall not execute such orders. If the intermediary changes the level, which refers to an already executed short sale and in 
case the client does not consent to the new level as per sentence one, the client shall have the right to return the financial instruments 
being the subject of the short sale to the investment intermediary. 

(3) To avoid doubts, the investment intermediary shall evaluate the appropriateness of the collateral and undertake the actions 
as per para. 2 based on the current market value of the financial instruments in question at a certain moment.  

(4) In the case under para 1 the investment intermediary shall have right to refuse execution of the submitted orders by the 
client for concluding short sales, as well as to terminate the contract for execution of short sales. 

 
Art. 94. (1) The contract for execution of short sales shall be concluded for a term as agreed by the investment intermediary 

and the client.  
(2) For the term of using the financial instruments, the client shall owe to the investment intermediary consideration fee, of 

which the method of calculation and the terms of payment shall be defined in the contract for performing margin purchases and short 
sales. In case the consideration fee is not paid in time, the intermediary shall have the right to use the client's monies accounted on its 
regular account or on its account for short sales.  

(3) In case the investment intermediary must return the financial instruments, which it has used from an account for margin 
purchases of a client to execute a short sale and it cannot use other financial instruments in order to fulfil its obligation, it shall give an 
order for purchase of these financial instruments at the first session of the regulated market after the obligation for returning the 
financial instruments falls due. 

(4) If the obligation for returning the financial instruments under para. 3 relates to financial instruments, subject of short sale 
executed for the account of a client, the investment intermediary shall pay these financial instruments with the monies accounted on 
that client's account for short sales. The investment intermediary shall notify the client about the purchase of the financial instruments.  

(5) If the investment intermediary fails to supply the financial instruments within 4 /four/ business days after the day of 

settlement of the short sale, it shall submit an order for purchasing the respective number of financial instruments to ensure the 
settlement of the short sale. If it is impossible to purchase the financial instruments, the investment intermediary shall pay to the buyer 
under the short sale:  

1. An amount equal to the market value of the financial instruments at the date of settlement and the suffered losses by the 
buyer due to non-execution of the settlement;  

2. A daily compensation representing at least 10 /ten/ per cent p.a. of the value of the financial instruments at the date of 
settlement, for each day overdue. 

(6) To perform the payments as per para. 5 above, the investment intermediary shall use the collateral provided by the client 
under the terms of the contract concluded with the client. 

 
Art. 95. (1) If the investment intermediary terminates the contract prior to the expiry of the term as per Art. 94, para. 1 and 

demands from the client to return the financial instruments, which are the subject of a performed short sale, the client shall return 
these financial instruments. To return the instruments, the client shall ensure on its account for short sales the respective number of 
financial instruments, which are the subject of the short sale, within two business days following the request.  

(2) In the case as per para. 1 and delay by the client to return the financial instruments, the client shall bear all losses and 

adverse effects suffered by the investment intermediary or by the client who is the owner of the financial instruments, which were used 
to perform the settlement of the short sale.  

(3) If despite the request of the investment intermediary the client fails to return the financial instruments, the investment 
intermediary shall submit an order for purchasing the financial instruments on the first business day after the expiry of the term for their 
return. The investment intermediary shall perform the payment on these financial instruments using the monies accounted on that 
client's account for short sales. 
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(4) At termination of the contract for execution of short sales, in cases other than those under para. 1, the investment 
intermediary shall submit an order to purchase the financial instruments, with which the short sale has been executed, at the first 
session of the regulated market after the termination of the contract. The investment intermediary shall perform the payment on these 
financial instruments using the monies accounted on that client's account for short sales.  

(5) The remaining monies and financial instruments of the client, accounted on his account for short sales, shall be transferred 
to the regular account after the purchase of the financial instruments under para. 1 and the closing of the account. 

 (6) Regardless of the termination of the contract for performing margin purchases and short sales, its clauses, which allow the 
investment intermediary to exercise its rights as per para. 1, para. 3 and para. 4 above, shall remain in force. 

 
LENDING OF FINANCIAL INSTRUMENTS 
 
Art. 96. (1) The investment intermediary shall borrow, respectively, lend financial instruments on the grounds of a written loan 

contract with minimum contents as determined in Ordinance No. 16 and under the condition that collateral will be provided as per the 
present General Terms and Conditions and pursuant to the provisions of the applicable legal acts. 

(2) The loan contract as per para. 1 may contain a stipulation that the financial instruments within the scope of each loan, its 
collateral, as well as the consideration fee for the lender as per Art. 100, para. 1, respectively, the borrower as per Art. 100, para. 2, 
shall be defined in additional agreements. 

 
Art. 97. (1) The investment intermediary, which keeps accounts for financial instruments of clients, wishing to lend financial 

instruments, may be appointed as their agent under Art. 4, para 4 of Ordinance No. 16. The contract between the client and the 
investment intermediary agent shall have the following minimum contents:  

1. The obligation of the agent of the lender to evaluate on a daily basis according to the market value the lent financial 
instruments and the received non-pecuniary collateral, as well as to require additional collateral from the borrower if needed;  

2. The obligation of the agent of the lender to follow the payment of dividend and other payments on the lent securities and to 
ensure their furnishing to the lender by the borrower.  

(2) The investment intermediary may borrow financial instruments from a client with whom it has concluded a contract under 
para 1. In this case the contract for lending of financial instruments shall be signed by the client as lender and the investment 
intermediary as borrower.  

 
Art. 98. (1) The loan of financial instruments may be secured with: 
     1.  Monies; or 

     2. Debt securities issued by member states with investment credit rating awarded by a credit rating agency registered 
pursuant to Regulation 1060/2009 of the European Parliament and of the Council of 16 September 2009 on credit rating agencies. 

(2) Till the day, on which the lent financial instruments are transferred, the investment intermediary borrower shall transfer the 
pecuniary collateral under para. 1, item 1 to an account for monies at a depository institution, pointed out by the investment 
intermediary lender, respectively, an agent of a lender under art. 4, para 4 of Ordinance No. 16. If at the same time the investment 
intermediary borrower acts also as an agent of its client as per Art. 4, para 4 of Ordinance No. 16, the pecuniary collateral under para. 
1, item 1 shall be transferred from the account of the investment intermediary, designated for its own monies, to the account of the 
investment intermediary, designated for monies of clients, unless otherwise provided for in the contract for lending of financial 
instruments. 

(3) The investment intermediary borrower shall transfer to the investment intermediary lender, respectively, the agent of the 
lender, the non-pecuniary collateral under para. 1, item 2, applying respectively the conditions under para. 2. 

(4) The value of the collateral under para. 1 shall be at any time at least 100 percent of the market value of the borrowed 
financial instruments. 

(5) If the collateral as per para. 2 and para. 3 above is not transferred, the investment intermediary lender, respectively the 
agent of a borrower, shall not transfer the financial instruments being the subject of the loan contract and if these have been 

transferred, the investment intermediary borrower shall return them immediately.  
 
Art. 99. (1) The lender of the financial instruments shall have right to use the pecuniary collateral under art. 98, para. 1, item 1. 
(2) The lender shall not use the non-pecuniary collateral under Art. 98, para. 1, item 2 for purposes other than satisfaction of 

claims ensuing from the contract for lending of financial instruments. 
(3) The losses resulting from unsuccessful investing or use in another way of the pecuniary collateral under para. 1 shall be for 

the account of the lender of the financial instruments. 
 
Art. 100. (1) When furnishing non-pecuniary collateral under art. 98, para. 1, item 2, the investment intermediary borrower 

shall pay to the lender of the financial instruments remuneration, if this is provided for in the contract for lending of financial 
instruments. 

(2) In case pecuniary collateral has been received, the investment intermediary lender, respectively the agent of the lender, shall 
pay to the borrower of the financial instruments remuneration, if this is provided for in the contract for lending of financial instruments. 

 
Art. 101. (1) The investment intermediary borrower, as well as the investment intermediary lender, respectively the agent of 

the lender, shall evaluate on a daily basis the financial instruments being the subject of a lending contract, as well as of the non-
pecuniary collateral under Art. 98, para. 1, item 2, if such has been furnished, for the purpose of establishing the compliance of the 
collateral with the requirements under Art. 98, para 4. The valuation of the lent financial instruments shall be done according to the 
market price. 

(2) If the market value of the lent financial instruments rises and/or the market value of the non-pecuniary collateral under Art. 
98, para 1, item 2 decreases so that the current value of the collateral falls below 100 percent of the current market value of the lent 



  

financial instruments, the investment intermediary borrower shall, not later than the end of the following business day, transfer to the 
respective account of the investment intermediary lender, respectively the agent of the lender, the necessary additional collateral. 

(3) If the market value of the lent financial instruments falls and/or the market value of the non-pecuniary collateral rises so that 
the current value of the collateral exceeds 100 percent of the current market value of the lent financial instruments, the investment 
intermediary borrower shall have right to receive the surplus of the collateral. 

 
Art. 102. (1) Until the termination of the contract for lending of the financial instruments, the lender shall have right to receive 

from the investment intermediary borrower compensation in relation to the rights attaching to the lent securities under the provisions of 
and pursuant to the contract for lending of financial instruments. 

(2) The investment intermediary borrower shall have the right to receive from the lender of the financial instruments an amount 
of money, equal to the interest receivables and/or principal payment in relation to the in-kind collateral. 

(3) The lender of securities may not exercise the voting right attaching to the lent securities before they are returned to him. 
 
Art. 103 (1) The contract for lending of financial instruments shall be concluded for a term and the investment intermediary 

borrower shall return also upon request the borrowed financial instruments. 

(2) The investment intermediary borrower shall, by the end of the business day following the expiration of the contract’s term, 

respectively by the end of the business day following the receipt of the notification whereby returning of the lent financial instruments is 
requested, give order to the depository institution to enter the lender as owner of the lent financial instruments. 

(3) The contract for lending of financial instruments shall be cancelled by the performing party if the investment intermediary 
borrower does not furnish additional collateral pursuant to Art. 101, para. 2 or an amount of money, equal to the payments under Art. 
102, para. 1, respectively in case the investment intermediary lender or agent of the lender does not return the surplus from the 
collateral pursuant to Art. 101, para. 3 or does not furnish an amount of money under Art. 102, para. 2. 

 
Art. 104. (1) If the investment intermediary borrower does not fulfil its obligation under Art. 103, para. 2 and does not return 

the financial instruments on time, the investment intermediary lender, respectively the agent of the lender, shall have right to purchase 
the lent financial instruments with the monies, received as collateral, respectively with the revenues from the sale of the in-kind 
collateral. 

(2) In case the price of the lent financial instruments under para. 1 along with the other expenses related to the purchase 
exceed the amount of the collateral, the investment intermediary borrower shall pay to the lender the difference along with the interest 
on it agreed in the contract. 

(3) The investment intermediary lender, respectively the agent of the lender, may also use the collateral as per para. 1 for its 
other receivables, including for the payment of compensation in relation to the rights attaching to the lent securities.  

(4) The lender of the financial instruments shall return to the investment intermediary borrower the remaining part of the 
collateral. 

 
Art. 105. (1) Where the contract for lending has been cancelled due to fault of the investment intermediary lender, respectively 

the agent of the lender, it shall order to the respective depository institution, by the end of the business day following the receipt of the 
notification for contract cancellation, to return the received collateral. 

(2) If the investment intermediary lender, respectively the agent of the lender, fails to fulfil its obligation under para. 1 and does 
not return on time the received collateral, the investment intermediary borrower shall have right to sell the necessary number of the 
borrowed financial instruments and to withhold the monies from the sale amounting to the size of the collateral. 

(3) In case the sale price of the borrowed financial instruments under para. 2, reduced with the other expenses related to the 
sale, is less than the size of the collateral and the other liabilities of the lender of financial instruments ensuing from the contract for 
lending the lender of financial instruments shall pay to the borrower the difference along with the agreed interest on it. 

(4) The investment intermediary borrower shall have the rights as per para. 2 also with regard to its other claims ensuing from 
the contract for lending of financial instruments, including for the payments under Art. 102, para. 2.  

(5) The investment intermediary borrower shall return to the lender the remaining part of the borrowed financial instruments. 
 
ADDITIONAL RULES 
 
Art. 106. (1) All rules and conditions described in Chapter 18 shall apply to the execution of short sales and margin purchases 

via the KAROLL BROKER system, for which the parties shall sign a separate contract for providing access to the KAROLL BROKER 
platform pursuant to Art. 25-29 of the present General Terms and Conditions. Prior to submitting an order for performing a margin 
purchase or a short sale, the client shall conclude a contract with the investment intermediary for execution of margin purchases and 
short sales pursuant Art. 13 and Art. 27 of Ordinance No. 16 and the present General Terms and Conditions.   

(2) The provision of the monies and financial instruments to meet the initial and maintaining margin requirements and the initial 
and maintaining requirements for short sales, as well as the use of the margin surplus at initial requirement for a short sale and using 
surplus at short sales for initial margin requirement shall be done electronically by the client via the KAROLL BROKER system.  

(3) Amounts and financial instruments accounted on accounts for short sales and margin accounts shall be transferred by the 
intermediary to a regular account of the client following the explicit request by the client while observing the provisions of Ordinance 
No. 16.  

 
HIGHER RISK IN MARGIN TRADE, EXECUTING SHORT SALES AND LENDING OF FINANCIAL INSTRUMENTS. 

UNFAVOURABLE TAX TREATMENT 

 



  

Art. 107 By receiving the present General Terms and Conditions and signing a contract for executing margin purchases, short 
sales and lending of financial instruments, the client shall be regarded as informed and shall agree with: 

1. The increased risk, which occurs for it in relation to the execution of margin purchases, including: 
a) the requirement for providing additional collateral in the cases as per Art. 79, para. 1, Art. 81, para. 9, as well as the 

stipulation that in case of delay the investment intermediary can use the available collateral; 
b) The possibility of not being able to exercise the voting right on the securities accounted on its account for margin purchases if 

they are used by the investment intermediary pursuant to Art. 69; 
c) The possibility not only to lose all funds, which it has invested in financial instruments via margin purchases, but also to have 

additional liabilities to the investment intermediary in relation to them. 
2. The increased risk, which occurs for the client in relation to the execution of short sales, including: 
a) the requirement for providing additional collateral as per Art. 92, para. 1 where in case of delay the investment intermediary 

can use the available collateral; 
b) the possibility that the client may owe to the investment intermediary a bigger amount of monies that the ones received from 

the short sales; 
c) the possibility that there may occur liabilities for the client pursuant to Regulation 236/2012. 
 
Art. 108. By receiving the present General Terms and Conditions the client shall be informed that the compensation it has 

received as per Art. 70 of the present Terms and Conditions for non-exercising the rights under the financial instruments used by the 
investment intermediary may be subject to taxation at a less favourable rate as compared to the income, which the client would have 
received from the financial instruments (e.g. dividend, interest payment, etc.) if the investment intermediary does not use them.   

 
Art. 109. (1) The contracts for performing margin purchases and short sales regulate additional rights and obligations of the 

parties. 
(2) The specific size of the margin loan under each individual margin purchase shall be stated by the intermediary at the 

conclusion of a transaction in execution of an order for a margin purchase in the KAROLL BROKER trading system. 
(3) The specific size of the necessary deposit, which represents an initial requirement on a short sale, shall be defined by the 

intermediary at the conclusion of a transaction in execution of an order for a short sale and the client shall agree with this size.   
 
 
ХIX. TERMS AND PROCEDURE FOR AMENDMENT OF THE GENERAL TERMS AND CONDITIONS AND OF THE TARIFF 

OF THE INVESTMENT INTERMEDIARY 

 
Art. 110. (1) The present General Terms and Conditions and the Tariff as per Art. 19, para. 1 and Art. 62, para. 1 shall be 

amended, replaced and supplemented by a decision of the Board of Directors of Karoll AD Investment Intermediary. 
(2) All amendments of the General Terms and Conditions shall be published at a visible place on the web site of the investment 

intermediary (www.karollbroker.bg) not later than 1 (one) month prior to their entering into force and such information shall contain 
details about the date of adoption and date of entering into force of the adopted amendments.  

(3) In case of disagreement with the introduced amendments of the General Terms and Conditions the client shall have the right 
to terminate the concluded agreement without prior notice but before the date of entry into force of the adopted amendments of the 
General Terms and Conditions, without being liable for penalties and expenses, excluding the expenses related to the assets held by the 
client. 

(4) At contract termination as per the previous paragraph, the investment intermediary shall settle its relations with the client 
within 7 (seven) days of receiving the termination statement where the General Terms and Conditions shall apply in a subsidiary 
manner to the contract termination. 

(5) In case of change of imperative provisions of the legal acts, the provisions of the latter shall apply even if they are at 
variance with the present General Terms and Conditions. 

 
Art. 111. (1) All amendments of the Tariff shall be published at a visible place on the web site of the investment intermediary 

(www.karollbroker.bg) not later than 7 (one) calendar days prior to their entering into force and such information shall contain 
details about the date of adoption and date of entering into force of the adopted amendments of the Tariff.  

(2) In case of disagreement with the introduced amendments of the Tariff the client shall have the right to terminate the 
concluded agreement without prior notice but before the date of entry into force of the adopted amendments of the Tariff, without 
being liable for penalties and expenses, excluding the expenses related to the assets held by the client. 

(3) At contract termination as per the previous paragraph, the investment intermediary shall settle its relations with the client 
within 7 (seven) days of receiving the termination statement where the General Terms and Conditions shall apply in a subsidiary 
manner to the contract termination. 

 
ХХ. TERMS AND PROCEDURE FOR AMENDMENT AND TERMINATION OF CONTRACTS 
 
Art. 112. Except for the cases explicitly mentioned in the present General Terms and Conditions, amendments to the contract 

concluded between the investment intermediary shall only be done based on the mutual explicit consent of the parties expressed in an 

additional written agreement.  
 
Art. 113. (1) In addition to the mutual written consent, the contract between the client and the investment intermediary 

concluded based on the present General Terms and Conditions can be terminated:  
а) in case of death or legal incapacity of a natural person client or at termination of a legal entity client;  
b) unilaterally by the investment intermediary or the client;  
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c) in case of suspension of the investment intermediary’s licence by the Financial Supervision Commission;  
d) on other grounds, as stipulated in the contract, the legal base and/or the present General Terms and Conditions. 
(2) The contracts concluded for an indefinite term shall be terminated by mutual agreement or unilaterally with the prior notice 

agreed by the parties of the contract in question. At termination of the contract on the grounds of para. 1, items “a”, “b” and “c”, the 
client shall state, within three days of receiving the notification for termination from the investment intermediary, to which other 
investment intermediary the financial instruments held by the client shall be transferred. If the client fails to state another investment 
intermediary within the term stated in the previous sentence, the investment intermediary shall have the right to transfer the financial 
instruments to the client’s personal account with the depository institution.  

(3) After the termination of the contract for provision of investment services, the client shall have the right to keep the financial 
instruments held by it under a sub-account of the investment intermediary only if it concludes a contract with the investment 
intermediary and uses its services as a trustee, for which the client will pay the respective fee as per the investment intermediary’s 
Tariff.  

(4) The failure of either party to perform its obligations for a reason within its control, the performing party may cancel the 
contract by providing the appropriate term for implementation to the defaulting party with a warning that after the expiry of such a 
term the contract shall be deemed as cancelled. The warning shall be addressed in writing. 

(5) For the contracts concluded by the investment intermediary to be valid, the form as stipulated by the law shall be applied.  
(6) At termination of the contract for each individual order by its withdrawal by the client, the latter shall pay to the investment 

intermediary all fees, commissions and other costs and damages, incurred and/or suffered by the intermediary by the date or as a result 
of the termination. In these cases, the client shall pay also all additional expenses related to the termination and the consequentially 
occurred losses for the investment intermediary. 

 
Art. 114. In case of discrepancies between arrangements in an individual client contract and stipulations of the present General 

Terms and conditions, the arrangements in the individual client contract shall be applied with priority.  
 
ХХI. METHODS OF REASONABLE AND FAIR SETTLEMENT OF DISPUTES  
 
Art. 115. (1) In case of contradictions between the investment intermediary and the client in relation to the interpretation and 

execution of the contract, they shall be settled following the principle of good will and equity. The parties shall settle the disputes, 
occurring between them, by mutual agreement and through negotiation.  

(2) Pursuant to the present General Terms and Conditions, the parties may settle the disputes also by arbitration provided that 
the particular contract contains an arbitration clause.  

(3) Pursuant to the present General Terms and Conditions, the parties may settle the disputes also by a mediation procedure 
provided that the particular contract contains an explicit clause on holding a mediation procedure.  

(4) The issues, on which the parties cannot reach mutual agreement, shall be referred for settling to the competent court, as per 
the civil procedure code, or to the arbitration court if the contract contains an arbitration clause.  

 
Art. 116. The client declares that it has received the information, which Karoll AD investment intermediary is obliged to provide 

in its capacity of investment intermediary pursuant to the Markets in Financial Instruments Act and its implementing regulations and 
that it understands and accepts the risks related to investing and transactions in financial instruments, as well as that it is acquainted 
with the announced Tariff for fees and standard commission remuneration of the investment intermediary for transactions in financial 
instruments and accepts it. 

 
Art. 117. To all issues not settled by the present General Terms and Conditions and/or the particular contract, the provisions of 

the Markets in Financial Instruments Act, the Law on Public Offering of Securities, the Law on Measures against Market Abuse with 
Financial Instruments and their implementing regulation, as well as the provisions of the current legislation in the country shall be 
applied. 

 
ХХІI. SUPPLEMENTARY PROVISIONS 

 
§ 1. The words, expressions and terms used in the present General Terms and Conditions shall have the meaning as defined in 

the Markets in Financial Instruments Act, Ordinance No. 38 of the Financial Supervision Commission and Regulation 1287/2006 of the 
European Commission. 

 
§ 2. The client is informed about the following rights on the various types of financial instruments:  
1. Rights on the bonds traded at a regulated market in the Republic of Bulgaria: a) the right to receive the amount 

(principal) of the bonds; b) the right to receive interest payments on the bonds; c) the right to participate in and vote at the General 
Assembly of Bondholders; d) the right to have the bonds replaced by the respective number of shares of the company if this has been 
envisaged. 

2. Rights on rights: the right to subscribe for the respective number of shares against the held rights in a ratio defined in 
advance in relation to a decision taken for increasing the capital of a public company;  

3. Rights on options: the right to purchase or sale of a certain number of securities or other financial instruments at an 

initially fixed price until the expiry of a given term or on a defined date; 
4. Rights on futures – the right but also the obligation to buy or sell a given number of securities or other financial 

instruments at a price defined in advance and on a certain date; 
5. Rights on contracts for difference – they give the right: a) to receive the difference between the market value of a 

certain number of securities or other financial instruments and their price determined in advance in the contract; b) the client under a 



  

contract for difference has also the obligation to pay the difference between the market value of a certain number of securities or other 
financial instruments and their price determined in advance in the contract, if any. 

6. Rights on units of collective investment schemes: a) redemption right; b) right to liquidating dividend at termination 
of a collective investment scheme; c) right to a part of the profit (dividend) if a decision for distribution is taken by the General 
Assembly of the investment company, respectively, the managing body of the management company; d) right of information; e) voting 
right in case of holding shares of an investment company.  

7. Rights on other derivative financial instruments – pursuant to the particular contract concluded with the client and 
the legislation that regulates the transaction.  

 
§ 3. The client is informed, understands and accepts the following risks when investing and concluding transactions with financial 

instruments, namely:  
1. The financial instruments may decrease in price in the future, which may lead to partial loss or loss of the whole 

investment;  
2. The decrease in price of the financial instruments can be due to a number of factors related to the activity of the 

company, which issued them or to the global economy, foreign financial markets, force majeure, etc. where the investment 
intermediary has no possibility to influence their changes.  

3. The purchased financial instruments cannot be transformed into monies, entirely or partially;  
4. No dividend may be received if there is no or insufficient profit reported or gained or if the general assembly of a public 

company or the issuer takes a decision not to distribute dividend;  
5. There may not be a possibility to influence the management of the issuing company due to the small number of shares 

held by the client;  
6. No liquidating dividend may be received at termination of the issuing company due to the fact that its liabilities to 

creditors exceed its assets. 
7. A part or the whole of the investment may be lost due to insolvency, default or delayed performance by the places of 

execution, the issuers of the financial instruments, the counterparties to the transactions and on the part of other players on the capital 
market; 

8. The client may also assume additional liabilities as a result of transactions with financial instruments, including 
unforeseen liabilities, in addition to the expenses for acquiring the instruments; 

 
§ 4. The present General Terms and Conditions shall apply also to concluding, executing and reporting of transactions with 

compensatory instruments within the meaning of the Law on the Transactions with Compensatory Instruments. 

 
XXIII. FINAL PROVISIONS 

 
§ 1. The Board of Directors of Karoll AD Investment Intermediary shall review and assess annually, until 31 January, the 

correspondence of the present General Terms and Conditions with the services provided and activities performed by the investment 
intermediary, where in case of gaps and/or need of improving the internal organisation shall amend the General Terms and Conditions. 
Regardless of the requirement under the previous sentence, the managing body shall adopt amendments of the General Terms and 
Conditions in case it is deemed necessary. 

 
§ 2. The present General Terms and Conditions have been adopted by a unanimous decision of the Board of Directors of Karoll 

AD Investment Intermediary as per a protocol from a meeting held on 28.07.2016, amended by a unanimous decision of the Board of 
Directors as per a protocol of 29.08.2016 and shall enter into force upon their approval by the supervisory bodies within one month of 
the date of their publication on the web site of Karoll AD Investment Intermediary. 

 


