	GENERAL CLAUSES FOR TRANSACTIONS WITH FINANCIAL INSTRUMENTS, APPLICABLE TO THE AGREEMENTS WITH CLIENTS OF “GLOBAL MARKETS” LTD



	Abbreviations: 

Markets in Financial Instruments Act – MFIA; Public Offering of Securities Act – POSA; Financial Supervision Commission – FSC; Ordinance № 38 of the FSC for the requirements to the activities of the investment intermediaries – Ordinance № 38; 

Investment intermediary – II;
General clauses – GC; 

Member-state – a state, member of the European Union or belonging to the European Economic area.

	I. GENERAL 

	Art. 1. These General clauses shall settle the relationships between the clients and “Global Markets” LTD in relation with the transactions with financial instruments, subject of the Markets in Financial Instruments Act (MFIA).



	Art. 2. “Global Markets” LTD is entered into the commercial register under Unified Identification Code: 200287666, with headquarters and address of administration Sofia, Manastirski Livadi Housing Estate, 38 “Majstor Aleksi Riletz” Str., telephone: +359 280875111, fax: +359 280875188, languages of correspondence: Bulgarian and English. “Global Markets” LTD is licensed investment intermediary, owning licenze No РГ-03-0227 from 13.08.2008г, issued by the Financial Supervision Commission under Resolution No 799-ИП from 16.07.2008, and entered into the register of the FSC.

“Global Markets” LTD is authorized to perform the following services and activities under Art. 5, para 2 and 3 of MFIA:

a) investment services and activities under Art. 5, para 2 MFIA: investment services and activities: reception and delivery of orders in relation to one or more financial instruments, including intermediation for entering into transactions with financial instruments; execution of orders on behalf of clients; management of portfolio; providing of investment consultations to a client; offering for initial sale of financial instruments without an unconditional and irrevocable commitment for acquisition of the financial instruments for own account;

b) additional services under Art. 5, para 3 MFIA: safekeeping and administration of financial instruments for client account, including custodianship (keeping financial instruments and client cash in a depository institution) and related services such as management of the received cash/provided collateral; granting loans for carrying out of transactions in one or more financial instruments, provided that the entity granting the loan is involved in the transaction under conditions and procedure, laid down in an ordinance; advice to undertakings on capital structure, industrial strategy and related matters, as well as advice and services relating to mergers and the purchase of undertakings; providing of services, related to foreign exchange services where these are connected with the provided investment services; investment research and financial analysis or other forms of general recommendation relating to transactions in financial instruments; provision of consultations, analyses and prognoses related to the underlying of the derivative financial instruments under Art. 3 item 2 letter “d”, “e”, “f”, and “i”, where these are connected to the provision of the above mentioned investment and additional services.

Supervisory body: the Financial Supervision Commission of the Republic of Bulgaria, address: Sofia 1303, 33 Shar Planina Str.  

	Art. 3. The General clauses shall apply to agreements with a subject the services and activities under Art. 2. 

	Art. 4. (1) The complеte text of these General clauses shall become part of the concrete agreement with a client only II the latter declare in writing that he/she accepts them.

(2) The investment intermediary shall be obliged upon the conclusion of a concrete contract with a client, to reffer explicitly to the General clauses and to give the client the possibility to grt acquainted with their content. 



	Art. 5. The client and the II may include in the contract between them special clauses, dIIferent from these General clauses, II it doesn’t represent violation of the applicable legislation. In such case the special clauses shall prevail, even though the Genetal clauses are not explicitly repealed. 

	Art. 6. The terms and conditions of each agreement of transactions with financial instruments shall be determined in the concrete agreement, taking into consideration the specIIic of the separate clases financial instruments, the rules applicable in the place of execution of the transactions and the commercial practice. 

	Art. 7. II it is stipulated in the concrete agreement, the II may exercise the rights on the financial instruments, including collecting the incoms upon them.

	Art. 8. The II cannot perform by profession other trade transactions, except the ones in Art. 2 of these General clauses.

	Art. 9. The scope and the volume of the representative power shall be stipulated with the respective agreement and power of attorney. 

	

	II. TYPES OF FINANCIAL INSTRUMENTS AN RISKS, RELATED WITH THEM

	Art. 10. (1) The II may conclude and execute transactions with all types of financial instruments under the meaning of Art. 3 MFIA, as follows:

1. securities (shares, bonds and other securities under the meaning of Art. 2 POSA); 

2. money market instruments;

3. units undertakings for collective investment;

4. options, futures, swaps, forward agreements and other derivatives, for dIIferences in compliance with Art. 3 MFIA.



	(2) The II shall execute transactions predominantly with the following types of securities:

1. Shares. Shares are securities giving their holders title to a given share of a company. Ordinary shares are also giving their holders voting right at the General Shareholders’ Meeting and a right to a dividend and a liquidation share. Privileged shares, issued by public companies may give right to additional or guaranteed dividend, or guaranteed liquidation share, or redemption privilege; the private companies may issue shares with other privilegies. The privileged shares may be without voting right. In case of capital increase the shareholders are also entitled with right to subscribe new shares proportionally to the share they own before the increase. The shareholders of a company may benefit from income from dividnd, II the company distributes such dividend, also from the increase of the market price of the shres.

2. Risks related with shares:

a) Price risk 

The price risk is the risk of changes in the prices of given shares, as a result of which the shareholders might realize loss from resale of the shares they own. The change in the price of shares depends on the influence of various in degree of influence factors – net asset value of the company, achieved financial results, reputation, supply and demand on the public markets, economic condition and perspectives for development of the country, etc. The issuer may not guarantee that the price of the securities, offered by him will remain the same and will increase its value. He will not redeem its securities with a purpose to preserve the current market prices. 

b) Liquidity risk

The liquidity risk is the risk from uncertainty for the presens of active seeking of the shares for a certain time period. The low liquidity would impede the prevention of possible losses or realization of capital gains by reason that the shares will be impossible to be sold. This risk is relatively smaller in case of shares, listed on a regulated market, than tha shares publicly offered.

c) Inflation risk

The inflation risk is the possibility of increase of the general level of the prices in the economy as a result of which the purchasing capacity of the local currency – BGN - falls. The inflation processes lead to decrease in the real profitability, which the investors receive. In the recent years in the conditions of a curreency board and restrictive fiscal politics the inflation in the country was maintened on a relative low level and the expectations are the inflation to remain the same in the next years.

d) Currency risk

The currency risk, related with shares results from the fact that they are denominated in a given currency. The change in the exchange rate of the said currency to another currency would change the profitability, which the investors expect to receive, compareing it with the profitability, which they might receive of an investment, made in another currency. The eventual depreciation of the currency, in which the shares are denominated would cause decrease in the profitability of investing in these shares. On the other side, the decrease of the profitability would cause a drop in the investors` interest and respectively decrease in the shares` prices. In relation to the shares, issued by Bulgarian issuers, denominated in BGN, we can notice that the monetary system functionating in the country, in which the bulgarian lev is pleged with the euro, eliminates to a great extent the presence of an exchange risk for the local and european investors and determines movement of the BGN to the remaining international currencies, totally dependent on the behaviour of the european currency. The stability and high confidence in the reliability of the currency board in the country, as well as the dominant positions of the euro on the international currency markets reduce to minimum the existence of currency risk.

e) Lack of guarantee for payment of annual dividends

The financial result depends on many factors – the skills and profesionalism of the managers` team of the issuer, the development of the market, on which the issuer operates, as well as the economic development of the country and the region as a whole. In addition, a resolution for distribution of the profit in a way of dividend shall be adopted by the General meeting of shareholders of the issuer. The investors shall take into consideration that it is possible for a given year the issuer to not realize profit, and even II he realizes such the General meeting of shareholders may not adopt resolution to distribute it in a way of dividents. 

	1. Corporate bonds. Corporate bonds are an instrument for colectment of financial resource by the joint-stock companies in the form of a loan. The risk of each issue bonds depends on the activity, financial statement and the credit rating of the company-issuer, as well as of existence or of the type of the collateral on the issue. The incomes from them are ussualy higher than the incomes from commensurable in maturite state securities, martage or municipal bonds.

4. Risks, related with bonds:

a) Credit risk

The credit risk is risk of delay in the payments (interests and/or principal) or non-payment by the issuer of the interest payments and/or the principal on the bond loan after the day of payment. This risk is minimized in the cases of bonds with collateral, II the issuer has “clear” credit history, i.e. have payed promptly and without delay his credits.

b) Inflation risk

The bonds with fixed income presume risk, related with decrease in the profitability of the investment in case of enhancement of the inflation. The enhancement of the inflation reduces the purchasing ability of incomes, generated by the bonds (interest payments). As a result of this dependence the bond holders shall determine their expectations for the normal and real expected level of the inflation for the term of the bonds, as well as their expectations for the real return of the made investment on the basis of the nominal incomes. In case that the level of the inflation turns out to be higher than the one expected for the period, the investors will realize lower real income. In such situation it is the normal the prices of the obligations on the secondary market to decrease, by reason that the investors in the new higher levels of inflation will insist on higher nominal profitability from their investments, with a purpose to achieve the same or similar ral profitability.

With the introduction in Bulgaria of the currency board the inflation drop signIIicantly to relative low levels, which depend generally on external factors (imported inflation) and on concrete fiscal measures undertaken by the government. The control over the inflation to be on levels similar to these in the Eurozone lead to the stabilization of the whole macroeconomic environment. Though, the relative low level of inflation risk in the country after 1998 enables the economic subjects to generate non-inflation incomes from their activities and signIIicantly facilitate the prognosis of the short-term and middle-term future results. Despite the positive trends concerning the index of inflation it shall be taken into concideration that the sociability of the Bulgarian economic, the dependence of the economic on energetic sources and the fixed rate BGN/EUR generate risk from import of inflation.

The inflation in the Eurozone is on very low levels and is controlled by monetary measures executed by the European Central Bank. 

c) Interest rate risk

The interes risk is related with the possibility for change in the market interest levels in the country. The change in the interest levels may have direct influence upon the supply and demand of debt instruments with fixed income by reason of the reverse subordination between the prices and the profitability of the bonds. In case of increase of the interest levels the price of the bonds with fixed income shall reduce. The bonds acuired on a given price at lower market interest rates already bring lower profitability compared to the alternative investments and this may make the investor to look for a posibility to sell the securities, which in the new conditions would be expected to be done on a lower price that the cost price and to look for an alternative way for investment in another type of instruments. The opposite situation will arise in case the market interest levels fall – the price of the bonds with fixed income will raise. In such situation the investors would win from the increased profitability of the bonds compared to the alternative ways of investment and from the higher price of the bonds on the secondary market.

The valuation of the interest risk for the investors is reduced to measurement of the dependence between the prices of the bonds and their profitability, an indicator to which is the duration of the relevant bonds, which reflects how much will change the price of the relevant bond at one point change in the interest rate.

d) Liquidity risk

The liquid risk of the bonds is analogous to the same risk of the shares. This risk is directly related with the liquidity of the securities market, on which the bonds are traded (II they are admitted to trading on such market) and represents the potential possibility for purchase and sell in short terms and usual volumes of the bonds in question. The lack of liquidity on the secondary market is a serious problem for each investor, whose investment horizon is shorter than the term to the maturity of the bonds.

e) Foreign exchange risk 

Bonds, issued by Bulgarian companies are usually denominated in BGN or in euro and to this reason the local and European investors are to a great extent protected from the foreign exchange risk (see also item 2, letter “d” above). Based on the consumption that the Currency board will last as a monetary system in Bulgaria till the country joins the European monetary union (i.e. passing to “testing” pirod of a floating course of exchange or so called ERM II), foreign exchange risk for the investment in such type of bonds does not exist for investors, whose means are in BGN or euro. For the investors, whose initial means are denominated in US dollars or other currency risk exists by reason of the permanent volatility of the exchange rates.

	5. Mortgage bonds. According to the Bulgarian legislation mortgage bonds shall be issued only by banks. The banks issue such securities to refinance their operations and to increase their credit portfolios. It is typical for the mortgage bonds that they have as a collateral reimburcements on mortgage credits, allotted by the bank-issuer (general discharge). The mortgage credits participate in the calculation of the general discharge with the value of the unpaid principal, but with no more than 80 per cent of the mortgage valuation of the residential real estates and with no more than 60 per cent of the mortgage valuation of the remaining real estate, serving as their collateral. For replacement of partly or fully paid-off mortgage credits the bank-issuer shall include a substitude collateral in the form of money in cash or via bank accounts; receivables against /or fully guaranteed by/ the government of the RBulgaria or BNB, etc. The substitute collateral of the mortgage bonds of a given issue may not exceed 30 per cent of the total amount of the obligations of the bank-issuer on the said issue. The collateral of the mortgage bonds of a given issue (the sum of the general and substitude collateral) may not be less than the total amount of the obligations on principals of the outstatnding outside the bank-issuer mortgage bonds from this issue.

Respectively, eventhough the mortgage bonds are in principle related with the risks on all corporate bonds, pointed out in item 4 above, the risks on them are lower, the receivables of the bond holders may be considered as “triple” secured: firs, with the pledge upon the receivables of the bank on the mortgage bonds; second, indirectly, with the collaterals on the mortgage credits; and third, debtor upon the bonds is a bank, which complies with the capital adecuacy requirements and is in principle considered as a reliable debtor itself. By this reason the mortgage bonds shall be considered as a low risked financial instrument. 

	6. State securities (“SS”). State securities are debt securities, issued and guaranteed by the state. The owner of such securities is a creditor of the state. The Bulgarian state issues SS to cover its short-term, middle-term or long-term needs of financial resource. State securities can be denominated in BGN, as well as in euro, US dollars or in other currency. All Bulgarian SS are guaranteed by the Republic of Bulgaria; notwithstanding that they are in principle related with the risks on debt securities (see item 4), they are considered as low risked or non risked instrument. During the whole period of “economic transformation” the trust of the international community in the stable growth of the Bulgarian economics grew. A direct prove of the aforesaid is that the credit rating of the country have been raised more than ten times and in 2004 it reached the so called “investment rating”. The credit rating of state debt securities can be found on the web site of the Ministry of the finance at www.minfin.government.bg.



	7. Securities (bonds) issued by regional or local bodies of a country. The Bulgarian municipalities issue municipal bonds. Ussualy their issue is with a purpose to be collected funds for fulfilment of an investment program, approvments in the municipal infrastructure and similar activities. They can be with collateral (municipal property or other assets) and without collateral (guaranteed only with the reputation of the municipality – issuer). In case of gLTD financial statement of the municipality – issuer or a qualitative collateral this type of debt securities are also considered as low risked financial instruments. In principle the risks, typical for debt securities shall apply also to the municipal bonds.

  

	8. Securities traded on a regulated market in a 
Member State and third countries (our of EU) with developed capital markets. When the II II offer services related with investment in one of the above mentioned types of securities, traded on a regulated market in another Member States it shall be taken into consideration that in principle the rights on the said securities and the risks related with them are analogous to the above mentioned.



	In particular, the II will offer to its clients exchange-traded funds (ETF). ETF is an investment vehicle traded on primary exchanges, much like major stocks or bonds. An ETF represents a collection or 'basket' of assets such as stocks, bonds, or futures. Institutional investors are allowed to redeem shares of the ETF for shares of the underlying asset or, alternately, exchange shares of the underlying asset for shares of the ETF. This creation and redemption of shares enables institutions to engage in arbitrage and causes the value of the ETF to track the aggregate value of the underlying assets. Most ETFs track an index, such as the Dow Jones Industrial Average or the S&P 500.

An ETF takes the form of a collective investment scheme and trades on a securities exchange at prices closely related to its net asset value. An ETF thus combines the valuation feature of a mutual fund or unit investment trust with the tradability feature of a closed-end fund. ETFs have been available in the US since 1993 and in Europe since 1999. ETFs were traditionally index funds but by 2008 the U.S. Securities and Exchange Commission had authorized the creation of actively-managed ETFs.

ETFs allow for easy diversfication and reduced exposure to the risks associated with trading single shares. Also, ETFs allow individual investors to participate in the economic growth of an industry or sector not available to the market in which the ETF is traded, such as foreign markets, commodities, and real estate. 

All investments involve certain types of risk, and ETFs are no exception. Some risk considerations associated with investing in ETFs are discussed below. 

Market risk
Market prices for securities and prices of ETF shares fluctuate continuously based on a variety of factors, such as economic conditions, global events, investor sentiment, and security-specIIic factors. The prospect of a market decline and its impact on security prices—as well as, by extension, on ETF share prices— should be considered general market risk associated with investments in ETFs. 

Credit risk
Credit risk refers to an issuer’s ability to make payments of principal and interest when due. An interruption in the timely payment of such amounts, by a company in which the ETF invests, may adversely affect an ETF’s share value or the ability of the ETF to pay dividends. It is important to remember that equity investments (including investments in equity-based ETFs) possess credit risk. To the extent that a company in which the ETF invests is in default or bankruptcy, the equity securities (e.g., common stocks) of that company would lose value. Thus, the credit risk associated with these securities is effectively borne by the ETF. 

Interest-rate risk
Prices of bonds tend to fall as interest rates rise, and rise as interest rates fall (and bonds with longer maturities tend to fluctuate more in price in response to such changes). For ETFs that hold bonds in their portfolios, the interest-rate risk can be signIIicant, although most funds hedge this risk through various market instruments.



	

	(3) In addition to the risks, pointed out in para 2 for the separate types of securities, the investors shall take into consideration the circumstance that it may be necessary for them to undertake financial and other additional obligations as a result of transactions with financial instruments, except the expenses for acquisition of the instruments.

	

	(4) In case the II concedes to a given client services related with investment in financial instruments dIIferent from the securities under para 2, the II shall supply the said client with information according to Art. 10 of Ordinance N0 38 for these financial instruments and the risks related with them, separately from these GC.

	

	III. TERM 

	Art. 11. These general clauses shall apply to the parties after signing of the concrete agreement by and between them and according to the requirements of Art. 4 and shall bind them till the concrete agreement for transactions with financial instruments is in force by and between them. 

	

	IV. GENERAL REQUIREMENTS AND RESTRICTIONS TO THE ACTIVITY OF THE INVESTMENT INTERMEDIARY

	Art. 12. (1) The II shall conclude the agreements with clients according to these General clauses, which contain information about the general rights and obligations of the II and of the clients.

(2) The II shall announce in a TarrIIf its standard commissions on the dIIferent types of agreements with clients, as well as the type and the amount of the expenses for the clients, which are not included in the remuneration.

(3) The General clauses and the TarIIf shall be exposed in a prominent and accessible place in the premise, where the II accepts clients. Before conclusion of the agreement the II shall give adequate possibility of the interested persons to get acquainted withthese General clauses and with the TarrIIf and shall answer the questions about their content. The II shall conclude its agreements with clients on the grounds of these General clauses and the TarrIIf.

(4) The II shall inform the interested persons that the agreement may contain clauses divert from the General clauses II they do not contradict to the legislation. These General clauses shall become part of the agreement with the client only II he/she confirmes in writing that he/she accepts them (the latter shall be a separate clause in the agreement), in the part, in which they are applicable to the respective services under Art. 2 and do not contradict to explicit clauses in the agreement.

	Art. 13. (1) An agreement for services under Art. 2 shall be concluded only in writing. The agreement can be draw up as an electronic document II signed according to yhe Law on the electronic document and electronic signature and the respective observance of the other requirements of Ordinance No 38 is ensured. 

(2) The II shall be obliged to conclude the agreements and to accept orders of clients only through physical persons, who work upon a contract for him and are:

a) brokers, or

b) persons who comply with the conditions under Art. 3, items 1-6 of Ordinance No 7 to the requirements, with which shall comply the physical persons, who upon a contract directly execute transactions with securities and investment consultations about securities, as well as for the order of acquisition and deprivation of the right to exercise such activities, and are entered into the register of FSC.

(3) The client, respectively his proxy shall sign the agreement in the presence of a broker or a person under para. 2, letter “b”, after their identity has been verIIied. A copy of the client’s identIIication document, or his proxy, certIIied by him and by the person under para 2, who concludes the contract for the II stayes in the II`s archive. The conclusion of the contract through a proxy shall be admissible only provided a notarially attested power of attorney is submitted, which contains the representative power for performing managerial or disposal actions with financial instruments and a written statement by the proxy that he does not carry out by occupation transactions with financial instruments, as well as that he did not execute such for a one-year period prior to conclusion of the contract.

(4) The II shall require from the client, or from his proxy, to declare II:

a)  he possesses inside information about the financial instruments, to which the order relates, and about their issuer, II the financial instruments to which the order relates or on the basis of which the financial instruments – subject of the order are issued, are traded on a regulated market;

b)  the financial instruments – subject of sell or exchange order, are blocked at the depository institution, in which they are safeguarded, whether there is a pledge set up on them or distraint levied;

c)  the transaction – subject of the order, constitutes a concealed purchase or sale of financial instruments.



	Art. 14. The II shall treat equally and fair each client.



	Art. 15. According to Art. 32, the II shall inform his clients about the existing system for compensation of the investors in financial instruments, including its scope and guaranteed amount of the clients` assets, and on demand shall give additional data about the conditions and the order for compensation.

	Art. 16. (1) The II shall give to his non-professional clients, respectively to his potential non-professional clients general information about him and his activities according to Art. 9 of Ordinance No 38, by including it in these GC.

(2) In accordance with Art. 10 of Ordinance No 38 the II shall give to the client and the potential client general information for the financial instruemnts and the risks, related with them by indicating them in Art. 10 above in these GC, as in case that the rendered services are related with financial instruments dIIferent from the securities, indicated in Art. 10, para 2, information about them shall be given separately.

(3) Where the financial instruments are subject of public offering carried out on the grounds of a published prospectus in compliance with the provisions of Directive 2003/71EC of the European Parliament and of the Council on prospectus to be published when securities are offered to the public or admitted to trading and amending Directive 2001/34/EC; the II shall inform the non-professional client and the potential non-professional client of the place where the prospectus is accessible for the public.

(4) In the cases where the risks associated with a financial instrument consisting of two or more dIIferent financial instruments or services, are likely to be higher than the risks related to any of its components, the II shall submit and adequate descrIItion of the financial instrument’s components and of the way in which their interaction enhances the risks.

(5) In the cases where the financial instruments include a guarantee by a third person, the II shall provide a non-professional client and a potential non-professional client with sufficient data on the guarantor and the guarantee, which shall allow the client to make an objective assessment of the guarantee.

(6) The liabilities under para 2 – 5 shall not apply with regard to units and shares of collective investment schemes in the cases when the II provides the information contained in the short-form prospectus according Art. 28 of Council Directive 85/611/EEC on the coordination of laws, regulations and administrative provisions relating to undertakings for collective investment in transferable securities (Directive 85/611/EEC).


	Art. 17. (1) The II shall provide its non-professional clients and the potential non-professional clients, with the following information on the expenses and fees related to the transactions, so far as applicable:

1. the total price which shall be paid by the client in connection with the financial instrument or the investment or ancillary service provided, including all remunerations, commissions, fees and expenses, as well as all taxes payable through the II; in case that the exact price may not be specIIied, the basis for its calculation shall be indicated in a way, where the client may check and confirm the latter; the commissions of the II shall be pointed out separately in each sigle case;

2. in the case where any part of the total price under items 1 has to be paid in a foreign currency or the equivalence of that currency, the currency of payment, exchange rate and the currency conversion expenses shall be specIIied;

3. notIIication of the possibility other expenses to arise as well, including taxes, related to the transactions in financial instruments or investment services provided, which are not paid through the intermediary or have not been imposed by it;

4. the rules and methods of payment or some other fulfillment.

(2) The obligation under para. 1 shall not apply with regard to units and shares of collective investment schemes, II the investment intermediary provides the client with the information, contained in the short-form prospectus according Art. 28 of Directive 85/611/EEC.



	Art. 18. (1) Upon the provision of investment advice or carrying out of portfolio management, the II shall demand from the client, or the potential client, information about his financial possibilities, investment objectives, knowledge, experience in the portfolio management services and investment advice and his willingness to risk, as well as to require the client ot update this information. The II is not authorized to render the portfolio management services and investment advice for a client, who does not present the information under sentence one. 

(2) The information regarding the financial situation of the client, or the potential client, shall include, where applicable: information on the sources and the amount of his regular incomes, his assets, including liquid assets, investments and real estate, as well as his due financial liabilities. The information regarding the investment objectives of the client, or the potential client, shall include, where applicable: information on the time period in which the client would like to hold the investment, its preferences with regard to the risk undertaken, its risk profile and the investment’s objectives.

(3) Upon the provision of the services under para 1, the II be led by the information, received under para 1, while accounting to what extent the transaction which will be recommended or concluded while managing a portfolio, shall  meet the following criteria:

1. it meets the client’s investment objectives;

2. the client has the financial possibility to undertake all related investment risks, that are compatible with its investment objectives;

3. the client has the required experience and knowledge in order to understand the risks associated with the transaction or with the management of his portfolio.

(4) Where the II renders investment services dIIferent form the ones in para 1, the II shall require from the client, or the potential client, information about his knowledge and experience with regard to the rendered service, as well as to update this information.
(5) The information which the II shall require from a client, or a potential client, on his experience and knowledge in the sphere of the investment activities shall contain: 

1. the types of services, transactions and financial instruments, with which the client is acquainted;

2. the nature, volume and frequency of the transactions in financial instruments for client account, as well as the period within which they will be concluded;

3. the education degree awarded, profession or relevant previous profession of the client or the professional client.

(6) On the grounds of the information under para 5 the II shall estimate II the proposed investment service is suitable for the client, or the potential client. II the II estimates, on the grounds of the information received under para % that the proposed investment service will not be suitable, he shall in writing notIIy so the clint or the professional client.

(7) Where the client, or the potential client does not give the information under para 5 or the given information is insufficient for the estimation under para 6, the II shall be obliged to notIIy in writing the client, or the potential client, that he can not estimate II the proposed investment service is suitable for him.

(8) Where the II accepts and deliveres orders, including mediates for conclusion of transactions with financial instruments and/or executes orders for the account of clients, the II may render the said services to a client without the latter to give the information under para 5, II:

1. subjesct of the services are shares, admitted to trading on a regulated market or on equivalent market of a third country according to a list of the European commission, bonds or other debt securities, with exception of the bonds or other debt securities, which fix a derivative instrument, money market instruments, units of collective investment schemes and other non-complicated financial instruments;

2. the service is granted on initiative of the client or the potential client;

3. the client or potential client is notIIied in writing that the investment intermediary will not observe the obligations under para 6;

4. the II shall observe the requirements for treatment of conflict of interests.

	Art. 19. (1) When executing the contract under Art. 13 and in compliance with accounting legislation, the II shall open analytical accounts for client financial instruments and cash.

(2) The II shall not have the right to execute a client order, II the client, or his proxy, refuses to file the declaration under Art. 13, para 4, it has been declared that he possesses inside information or he declares that the transaction – subject of the order, constitutes a concealed purchase or sale of financial instruments. The refusal under sentence one shall be certIIied by a separate document, signed by the client.

(3) The II shall have no right to execute an order, II it has been declared or II the intermediary establishes that the securities – subject of an order for sale, are not available on the client’s account or have been blocked in a depository institution, as well as II there is a pledge set up on them or distraint levied.

(4) The prohibition under para 3 in relation to pledged financial instruments shall not apply in the following cases:

1. the acquirer has been informed about the set up pledge and has stated express consent to acquire the pledged financial instruments, there is an explicit consent of the pledge creditor in the envisaged in the Registered Pledges Act cases;

2. the pledge was established on aggregation within the meaning of the Registered Pledges Act.

(5) The prohibition under para 3 in relation to an order for the sale of financial instruments which are not available on client’s account, shall not apply in the cases, laid down in an ordinance.

(6) The II shall not have the right to execute a client’s order for transactions with financial instruments, II that would result in violation of the MFIA, LMMAFI, the Special Purpose Vehicles Act or some other acting statutory acts. 



	Art. 20. (1) The II shall not have the right to:

a) execute transactions for the accounts of clients in a volume or with frequency, on prices or with a certain counterparty, for which according to the circumstances it may be considered that they are executed exclusively in interest of the II;

b) to perform activities with money and financial instruments of the client, for which he has not been authorised by the client;

c) to sell (for the account of the respective client) financial instruments, which the client does not own, except according to the conditions and in the order of an ordinance;

d) to particIIate in the execution, including as a registration agent, of concealed purchases or sales of financial instruments;

f) to receive part or the whole benefit II he has concluded and executed the transaction upon conditions, more favourable of the ones, settled by the client;

g) to perform activities in another way, which threatens his` clients interests or the stability of the financial instruments market.

(2) The prohibition under para 1, letter “a” shall not apply for transactions, for the execution of which the client has given explicit instructions on his own initiative.

	

	V. DUE CARE

	Art. 21. (1) The II shall act in an honest, fair and efficient manner and as a professional. The II shall execute the client`s order in accordance with the best interests of its client. The II has fulfilled the said obligation II he has exert reasonable efforts to ascertain the best price for the client according to the conditions of the order, amount of expences, possibility for execution, as well as all other circumstances, related with the execution of the order. In case of concrete instructions by the client the II shall execute the order following these instructions.

(2) The II shall accept, update and notIIy his clients about the policy for execution of clients` orders, which shall ensure execution of the obligations under para 1, as well as for signIIicant changes in these politics.

(3) The II can not execute orders for the account of clients II they have not given their preliminary consent with the politics of the intermediary.

(4) The II shall be obliged to execute the clients` orders according to the adopted politics for execution and simultaneously to inform the client for changes in these politics.

(5) On demand of a clent the II shall be onliged to prove that he had executed the orders according to the declared politics under para 2.


	

	VI. OBLIGATIONS OF THE INVESTMENT INTERMEDIARY

	Art. 22. The volume of the representative power of the II shall be a clause in the agreement.

	Art. 23. The II shall demand from a client, who gives an order for the purchase of financial instruments, to provide to it the cash needed for the payment under the transaction – subject of the order, upon giving the order, except II the client attests that he will fulfill his liability for payment, as well as in other cases as laid down in an ordinance.

(2) II the rules of the execution venue on which the transaction will be concluded, allow the execution of a transaction where the payment for the financial instruments is not effected simultaneously with their transfer, the investment intermediary may not demand payment by the buyer, II there is express written consent of the seller for that. This shall apply accordingly also to other transfer transactions with financial instruments.
Art. 24. The II shall be obliged to intermediate, respectively to conclude and execute for the account the client the transactions with financial instruments assigned to him by the latter.

	Art. 25. When the transaction is concluded and executed on a stock exchange or on another regulated market, the rules of the respective stock exchange or regulated market shall apply eventhough the agreement between the II and the client states other.

	Art. 26. (1) The II may divert from the order II it is in an obvious interest of the client and it was not possible to be taken the client`s consent. 

(2) The client can not desist from transaction, upon which the II divert from the order II latter declares that he will undertake the difference in the price unfavourable for the client.

	Art. 27. II the II concludes and executes transaction upon conditions, more favourable than the ones, settled by the client, the whole benefit belongs to the latter.

	Art. 28. The II shall be obliged to conclude and execute in person the transactions with financial instruments assigned to him.

(2) The assignment of the conclusion and execution of a concrete transaction to a third party via autorization, re-authorization or substitution shall be permissible, only II it is a licenzed investment intermediary and the client has authorized the II to do so.

(3) The restriction under para 2 shall not apply only in the cases, where it is neccesary to be protected the clietn`s interests, as well as with regard to the services for delivering of orders for transactions with financial instruments. In this case the II shall immediately notify the client about the circumstances under para 2.

(4) In the cases where the II has authorized a third party without the respective authorization from the client or where it was not necessary for the protection of the interests of the latter, the II shall be responsible for the activities of the said party as for his own activities. In the rest of the case the II shall be responsible for the damages, arose for the client from the activities of the third party due to the II`s inappropriate choise. 

	Art. 29. The II shall execute additional orders of the client in case they are made not latter than 24 hours before the conclusion of the transaction agreed between the client and the II and their execution does not cause any damages to the II. 



	Art. 30. (1) The II shall be obliged to keep the financial instruments, money means ans other property, which he received in relation with the assigned transaction.

(2) II in the fulfillment of the agreement the client concedes to the II dematerialized state securities (SS), issued by the Ministry of finance, they shall be kept in the registres of the Bulgarian National Bank, respectively a primary dealer of SS or sub-depository, on behalf of the client or the II as provided in the agreement and in accordance with Ordinance No 5 from 04.10.2007 for the order and the conditions for zcquisition, registration, payment and trade with SS (State Gazette, # 85/2007).

(3) On the grounds of the written agreement with the client the II shall open a sub-account of the client to his account for dematerialized financial instruments in the Central depository or in another analogous institution abroad and shall keep the securities on this account. In case that there is not technicl ability the clients` financial instruments to be kept on sub-accounts to the II`s account, the financial instruments may be kept on sub-accounts to the account of a third party in accordance with the requirements of Ordinance No38. 

(4) The money means of the client shall be kept in an omnibus bank account, opened by the II especially for clients` money for transactions with securities, on individual batchs of the clients, rendered by the II, or in a collective investment scheme that has been authorized to pursue activity according Council Directive 85/611/EEC or another undertaking for collective investment, which is subject to control by the competent supervisory authority in a Member State, provided it meets the requirements under Art. 34, para 3, letters “a” – “c” MFIA. The bank account for keeping of clients` money means under the preceding secntence can be opened in a credit institution or in a bank, licensed in a third country, accordind to the requirements of MFIA and Ordinance No 38. 

(5) The money means, given by client and received as a result of investment services, executed for clients` account shall be obligatory deposited in a person under para 4 not latter than the next working day. Subsequently, the money means, received as a result of execution of an order for sale of financial instruments, shall be transfered by the II via bank way on the account of the client, stated by him in the concluded agreement, or shall be paid in cash or in another way and in term, determined in the agreement.

(6) Where subject of the agreement under Art. 13 are materialized securities, they (respectively the temporary certIIicates) shall be kept by the II, except otherwise stIIulated. The right of ownershII on the materialized securities shall be transferred in a dIIferent way according to their type – registered or on a bearer. The materialized registered securities, respectively the temporary certIIicates shall be transferred by endorsement. The materialized securities shall be endorsed by the client, except in case the II is explicitly authorized with explicit power of attorney with notary certIIied signatures, in which the gereral requisites of the securities are determined. The II shall be obliged to inform the person who acquires the materialized registered securities that his entry into the book of the registered shareholders is necessary so the transfer to have effect for the company, i.e. the person, who acquires the securities to be able to effectively execute the rights, incorporated in the share. The right of ownershII on the securities shall be transferred as of the moment of their factual delivering, as in the agreement shall be included a clause that the II acts on behalf and for the account of the client.



	Art. 31. (1) The II shall notIIy its non-professional clients, or the potential non-professional clients, of the third person by whom and where the cash and/or financial instruments provided to the intermediary may be kept. The notIIication under the first sentence shall also include indication of the investment intermediary’s liability pursuant the national legislation about any action or inaction by the person that holds the client cash and/or financial instruments and the consequences for the client of such person’s bankruptcy.

(2) The II shall inform its non-professional clients, or potential non-professional clients, of the possibility his financial instruments to be kept on an omnibus account with a third person when the national legislation admits such a possibility. The investment intermediary shall inform its non-professional clients, or potential non-professional clients, of the cases where the national legislation does not allow the client’s financial instruments, held by the third person, to be segregated from the financial instruments of that third person or of the investment intermediary. The notIIication must also contain an explicit indication of the risks for the client, arising from the circumstance under the preceding sentences. 

(3) The II shall explicitly inform the client, or the potential client, where the accounts which contain its cash and financial instruments, are subject or will be subject to regulation of the law of a state, which is not a Member State of the European Unior or belonging to the European Economic Area. The notIIication must indicate that the client rights, related to the financial instruments or the cash may dIIfer, due to the applicability of the third country’s law.

(4) The II shall explicitly inform the client of:

1. availability of possessory lien or retention right over the client cash or financial instruments for the investment intermediary and of the conditions on which such right arises or may arise; 

2. availability of right to set-off over the client cash or financial instruments for the investment intermediary and the conditions on which such right arises or may arise; 
3. the availability and the conditions on which the investment intermediary has or may have right to set-off in relation to client financial instruments or cash;
4. the possibility the depository institution to have possessory lien, right to retention or of set-off over the client financial instruments or cash, wherever applicable.
(5) Prior to the conclusion of a transaction for securities financing with subject financial instruments held for the account of a non-professional client, or before using in any whatever way these instruments for its own account or for the account of another client, the investment intermediary shall provide the non-professional client on a durable medium and within a reasonable time before the use of the financial instruments, with clear, complete and accurate information about the intermediary’s obligations and liabilities in relation to the use of the financial instruments, including the conditions for their refunding and the existing risks.



	Art. 32. (1) With a purpose to guarantee the financial instruments and money of clients in the Republic of Bulgaria is created and functionates Fund for compensation of the investors (“Fund”), in which any investment intermediary, who holds, administrates or manages money and/or financial instruments of clients and for whom by this reason may arise obligations to clients, including the II “Global Markets” LTDshall make payments.

(2) The Fund shall pay compensations of the II`s clients till the amounts, provided for in para 3, in the cases, when:

1. upon a resolution of the Sofia City Court for the II a bankruptcy procedure has been opened, including when the bankruptcy procedure has been terminated on the grounds of Art. 632 of the Law on the Commerce;

2. upon a resolution of the FSC the license to perform activities as an II has been deprived in the cases under Art. 20, para 2, item 3 of theMFIA.

(3) The Fund shall pay compensation of each client of the II, with exception of the persons and in the cases, provided for in Art. 77d, para 2 and 3 of the POSA, in amount of 90 per cent of the receivable, but not more than:

- BGN 30 000 – for the period from 1-st January 2008 to 31-st December 2009;

- BGN 40 000 – as of 1-st January 2010.



	Art. 33. The II shall be obliged to separate its financial instruments and money means from the ones of its clients. The II shall not be responsible before its creditors with the financial instruemnts and money means of its clients, as well as with securities, which are basis securities to depository receIIts.

	Art. 34. The II shall be obliged to notIIy the client for conclusion of each transaction on his account, other than in fulfillment of a contract for management of an individual portfolio. For this purpose the investment II shall, as soon as possible, but not later than the first business day, following execution of the transaction, send to its non-professional clients on a durable medium a confirmation for the concluded transaction. II the confirmation is received by the investment intermediary from a third party, the notIIying of the client shall be made not later than the first business day, following the day in which the investment intermediary has received the confirmation from the third party. The confirmation shall contain such part of the following information which is relevant to the specIIic transaction with corresponding application of Table 1 from Annex 1 to Regulation 1287/2006/EC and Art. 45, para 2 of Ordinance No 38.  

(2) Where the transaction under para 1 is concluded for the account of a professional client, the II shall provide him, forthwith on a durable medium, with the substantial information on the concluded transaction. 

(3) II the settlement is not carried out on the indicated date or some other change arises in the information, contained in the confirmation, the II shall inform the client in an appropriate way by the end of the business day, in which the change have become known to the II.  

(4) The II shall provide the client, on request, with information about the status of the order and its execution. 

(5) The II shall be obliged to inform its clients on conditions and under a procedure, laid down in the agreement, where a liability under Art. 145 of the POSA arises for the client as a result of executed for his account transactions with financial instruments.

	Art. 35. (1) Where the II holds client moneys or financial instruments, the II shall provide to the client on a durable medium at least once yearly a report, containing data about the holded assets, with the content under Art. 49, para 1 of Ordinance No 38, unless the content of that report is reflected in another periodical report to the client.  
(2) In case the client in one week term does not object to the presented report under para 1, it is concidered that he has approved it. 

	Art. 36. The client has the right to examine the execution of the II`s obligations on the agreement, without violating its operative independence. 

	Art. 37. In case the II acts on behalf of the client, the rights and the obligations on the transaction shall originate directly in the legal sphere of the client with the conclusion of the transaction.



	Art. 38. In case the II acts on its behalf, the rights and the obligations on the transaction shall origine in the legal sphere of the client after their transfer by the II. The rights and the obligations shall be considered transferred when the respective financial instruments, subject of the transaction, are transferred on the personal account of the client or on the client`s account with the same II. The terms for the transfer of the rights and the obligations in the legal sphere of the client depend on the time of settlement and the rules of the respective depository institutions. 

	

	VII.CONTRACTING WITH ITSELF

	Art. 39. The II may enter into and execute a transaction with financial instruments, negotiated with the client and concluded with another person, at the person’s account, only where such a clause is explicitly provided for in the agreement between the II and the client. The provisions of Art. 38 of the Obligations and Contracts Act then shall be applied. 


	

	VIII. TRADE SECRET

	Art. 40. (1) Upon performing its activity the II shall observe the trade secrets of its client, including the information under Art. 18, as well as its commercial reputation.
(2) The members of the management and controlling bodies of the II, its emplyees and the other persons, working for the II, including where they are not on duty or their activity is terminated, may not disclose to anyone, as well as to use for their benefit or to the benefit of another person facts and circumstances, concerning the cash and financial instruments at the client’s accounts and the operations with them, as well as all the other circumstances, which are considered to be a trade secret and which they have come to know upon the execution of their official and professional duties. 

(3) Save to the FSC, the deputy chairman of the FSC, managing the Supervision of Investment Activity Division and to the officers, authorized by the FSC administration, as well as to the stock exchange, which member the II is, for the purposes of their controlling activity and within the authorization, granted by the inspection order, the II shall provide the information on Para 2, only upon a client’s agreement or pursuant to a court decision in the circumstances provided for in Art. 35, Para 6 and 7 of the MFIA, as well as upon request of the persons and under the circumsatnecs, set forth in Art, 35, Para 8 and 9 of the MFIA.  


	

	IX. ASSISTANCE FROM CLIENTS

	Art. 41. (1) The client may require an exact performance of the II contract obligations and providing a maximum cooperation for this.


(2) The client shall be obliged to give precise, clear and exhaustive written orders in compliance with the agreements entered into. The orders shall contain the following information: 

1. the names (business name) and the unique client number of the client and of his/its proxy, and II such numbers have not been assigned – the respective identIIication data under Art. 66 of Ordinance No 38;

2. type, issuer, ISIN code of the issue, or name of the instrument, respectively characteristics of the derivative financial instrument and number of financial instruments to which the order relates;

3. type of the order;

4.substance of the order (buy, sell, exchange, etc.);

5. unit price and total amount of the order;

6. the order’s term of validity;

7. execution venue, on which the order is to be executed, II the client specifies such;

8. quantitative execution of the order (in part, in whole);

9. way of payment;

10. date, hour and place of giving the order;

11. other specific instructions by the client.

Inscribed in the order shall be also its unique serial number.

(3) The giving of the orders under Para 2 by a proxy shall be done only II the proxy is authorized to execute actions of disposal with financial instruments and presents a declaration under Art. 13, para. 3. 

(4) An investment intermediary may accept orders for transactions with financial instruments, placed by clients over the telephone or by another remote means of communication.  In such case the investment intermediary by the end of the working day shall draw up a document, containing the data under Para 1 and the data – subject of the declarations under Art. 13, para 4, by which it attests the content of the remotely given order. The above shall not apply to an order, given by a proxy who failed to present in advance to the II the documents under Art. 13, Para 3 as well as with regard to transfer of dematerialized financial instruments from a personal account under a client sub-account to the investment intermediary in the Central Depository.

. 
(5) The orders of the clients for financial instruments transactions, the confirmations for the transactions entered into and the other documents for which a written form is required, may be prepared as electronic documents and signed with an electronic signature under the Electronic Document and Electronic signature Act and  in compliance with Ordinance No 38.


	Art. 42. The client may not submit orders related to financial instruments in case he/it possesses inside information about the financial instruments, subject of the order, or about their issuer, II the financial instruments, subject of the order or on the basis of which the financial instruments are issued – are traded on the regulated market. The client may not submit orders for sale or exchange of financial instruments, which are blocked in the depositary institution, where they are kept, or where there is a pledge set up on them or distraint levied, save in the cases under Art. 19, Para 4 above. The client may not submit orders for conclusion of transactions, which constitute a concealed purchase or sale of financial instruments. 


	Art. 43. The client shall perform its obligations in gLTD faith. He/it shall be liable for the authenticity of the financial instruments, he/it delivers for sale, as well as for the reliability of the documents deposited by him/it with the II, which shall be in the necessary form. In case of any irregularities found out, the documents shall be replaced with other ones. Whether no replacement is made and the transaction’s execution becomes impossible, the relations between parties shall be arranged as at a case of guilty non-performance.  


	Art. 44. (1) A client, who gives an order for purchase of financial instruments shall provide to it the cash needed for the execution of the order upon giving the order, except II the client attests that he will fulfill his liability for payment, as well as in other cases as laid down in an ordinance.

(2) II the rules of the execution venue on which the transaction will be concluded, allow the execution of a transaction where the payment for the financial instruments is not effected simultaneously with their transfer Art. 23, Para 2 above shall be applied.


	

	X. REMUNERATION

	Art. 46. (1) The client shall pay the II a remuneration for each concluded and executed transaction under conditions, amount, terms and procedure provided for in the particular agreement.   

(2) In case the amount of the remuneration to be paid is not settled in the agreement, the amount specIIied in the tarIIf under Art. 12, Para 2 hereinabove shall be paid.  
(3) The II shall be entitled to receive a remuneration for the sums of the client, collected by it. The said remuneration shall be agreed upon separately.
(4) In case of an intermediation carried out by the II, the latter shall be entitled to receive remuneration from the both counterparties of the transaction arranged.   
(5) The remuneration shall be paid within 3 (three) days as of the transaction’s execution, except where the parties have agreed otherwise.  
(6) Non-cash payment shall be considered realized at the moment of crediting of the II bank-account..



	

	XI. EXPENSES, INTERSTS AND DAMAGES

	Art. 47. The expenses for the execution of the agreement entered into shall be specIIied in the particular agreement and in the II TarIIf. Penalties and other such payments arising from the counterpart’s non-performance, shall be specIIied in the agreement, concluded between the client and II.



	

	XII. IMPOSSIBILITY OF PERFORMANCE

	Art. 48. In case the execution of an individual transaction becomes impossible, the client shall pay the II the expenses made by the latter and a remuneration, equal to the execution performed.  


	

	XIII. RISK AND RESPONSIBILITY

	Art. 49. As a party in the agreement entered into the client accepts conscientiously and in full amount the risk related to the realization of the financial instruments, presented by him/ in and, generally,  to the transactions with the fiancial instruments, set out in Art. 10 above.  


	Art. 50. (1) In case the II authorizes a third person to conclude and execute the commissioned financial instruments transaction, without being allowed to such an authorization, it shall be liable for the actions of this person as II they were its own.   
(2) In case the II uthorizes a third person to conclude and execute the commissioned financial instruments transaction, being entitled to such an authorization, it shall be liable for the damages caused by its poor choise.  


	Art. 51. The II shall be fully responsible for the safekeeping with due care of the financial instruments deposited and of the results acquired from the executed transactions.



	Art. 52. The parties shall be responsible for the non-performance of their concrete contract obligations under the terms and procedures set forth in the general provisions of the Law on Commerce and in the Contracts and Obligations Law (COL).



	Art. 53. (1) In case of a full or partial guilty non-performance (including a default), the party at fault shall due liquidated damages to the amount, specIIied in the individual agreement.  

(2) The stipulated liquidated damages shall not exclude a possible claim for the incurred greater losses and benefits missed. 


	

	XIV.PREVENTION AGAINST MONEY LAUNDRY 

AND FINANCING OF TERRORISM 

	Art. 54. The II shall not conclude an agreement with a client and shall refuse to execute a transaction and terminate unilaterally the concluded agreement, II this may lead to a violation of the requirements of the Law on the Measures against Money Laundering and the Law on Measures against the Financing of Terrorism and the acts for their implementation and shall immediately notIIy the relevant authorities for the above. In such a case the II shall not be responsible for any damages, caused by the transaction’s delay or non-performance. 


	

	XV. ADDITIONAL CONDITIONS IN RELATION TO CONFIDENTIAL MANAGEMENT OF INDIVIDUAL FINANCIAL INSTRUMENTS PORTFOLIO ON THE II’s DISCRETION AND WITHOUT SPECIAL ORERS, GIVEN FROM THE CLIENT

	Art. 55. (1) Where managing portfolio in financial instruments and/or cash upon its own discretion, the II shall be liable solely for the conscientious and competent performance of its contract obligations, but not for the final financial result as well.  
(2) Before the conclusion of the agreement for confidential management of an individual portfolio with a non-professional investor, respectively with a potentional non-profesional investor, the II shall present the following information, where applicable and necessary to be presented separately from these General Clauses: 
а) information about the method and periodicity of assessing the financial instruments in the client portfolio, where definite data is not provided for Art. 60 shall be applied;

b) details on each delegation (II any) of the management of all or a part of the financial instruments and/or money from the client’s portfolio;

c) characteristics and information on each benchmark (II any) by which the portfolio management results shall be assessed;

d) the types of financial instruments which may be included in the client’s portfolio and the types of transactions which may be concluded with them, any restrictions inclusive; where definite instructions and data are not provided Art. 10 shall be applied;

e) the management objectives, the risk level contained in the assessment of the person managing the portfolio, as well as all specIIic restrictions of that assessment.



	Art. 56. The agreement for individual portfolio management shall be concluded in writing and shall include as a must the following clauses:

а) the II does not promise any interest or fixed positive income from the portfolio management;

b) the management of the portfolio in fiancial instruments and cash shall be executed fully on the account of the client and at its own risk;

c) indication of the investment purposes and of the restrictions on the investment activity, II any, the client’s strategy and the level of risk ;

d) the type of the operations and transactions the client authorizes the II for;

e) the type of the financial instruments, which may be included in the client’s portfolio and other restrictions on the investment activity, II any;

f) the moneys and/ or financial instruments presented for management and their market value as at the moment of the agreement’s conclusion;

g) the II remuneration, the client’ expenses and the way of their determination;

h) methods for valuation and periodicals of the valuation of the financial instruments in the client’s portfolio;

i) characteristics and description of each benchmark (II any), the management results shall be compared with.

	Art. 57. It is considered that as at the conclusion of the confidential portfolio management agreement the client confirms in advance any operation or transaction, to be executed by the II in compliance with the said agreement.  


	Art. 58. In case the individual agreement does not contain any restrictions or conditions under Art. 56, leters “d” and “e”, the II is considered authorized upon its own assessment and in compliance with the client’s investment purposes and strategy, as well as on the basis of the risk level provided for, to invest the resourses received in financial instruments, in compliance with its scope of activity and authorization granted, to sell and exchange the portfolio financial instruments and to re-invest the funds thus received in another financial instruments, to collect interests and dividends on the client’s account and to invest them as well and to perform all the operations, it considers to be necessary and in the interest of the client. 


	Art. 59. (1) The II shall present to each client in relation to the performance of the portfolio management agreements entered into on a durable medium a periodic report on the performed for the client’s account activities, related to portfolio management, unless such is provided to the client by a third person. The content of the report for non-professional clients shall be in compliance with Art. 46 of Ordinance No 38. 
 (2) The report inder Para 1 shall be provided to non-professional clients at least in every six moths, except:

а) where a request was made by the client to receive a report on quarterly basis. The client shall be explicitly informed for the above right by the II.;

b) the client has required to receive a report under Art. 34 above on any concluded transactions of its portfolio management after its conclusion. In these cases the report shall be presented once in 12 months;

c) where leverage is admitted, the report is presented at least once monthly. 

(3) In case the client does not object to the presented report under Para 1 and 2 within a week, the report is considered approved by him. 
(4) The II shall inform a non-professional client for whose account it manages a portfolio, when there are uncovered open positions in a contingent liability transaction. 
(5) In the cases when the II executes transactions in relation to portfolio management for the account of a non-professional client, or keeps accounts for such clients, that include uncovered open positions in a contingent liability transactions or transfers, the investment intermediary shall notIIy the non-professional client when the losses exceed the predetermined thresholds agreed with the client. The notIIication according sentence one shall be made no later than the end of the business day, in which the thresholds have been exceeded, or in case when that occurred on a non-business day, by the end of the next business day. 
(6) The II shall inform its clients on conditions and under a procedure, laid down in the contract, where a liability under Art. 145 of the POSA arises for the client as a result of executed for his account transactions with financial instruments in the course of the individual portfolio management.

(7) The II shall be obliged to present to its client a report, having the content specIIied in Art. 35, Para 1 thereto (on the client finanshial instruments and cash kept) and in the portfolio management agreements as well. The report may be included in the report under Para 1 above.  


	Art. 60. (1) The II shall valuate the financial instruments in the portfolio by their market price, which shall be specIIied depending on the dIIferent types of financial instruments, as follows: 
1. The market price of the corporative securities and of the other securities, traded on the regulated market in Bulgaria or in another member-state shall be the average price of the transactions entered into with them in the most recent day of the last 30-days period, in which these securities or other financial instruments have been traded. Where the financial instruments are traded on more than one regulated markets / in the country and/ or in another member-states/ - the market price shall be the recent of the relevant period price of the financial instruments in question on the market with the largest volume of trading;
2. The market price of the state securities shall be the price quoted by the BNB or by the initial securities dealers for the relevant period;

3. The market price of the other assets, considered as financial instruments, shall be calculated on the basis of the daily official bid quotes.

(2) Where in the last 30-days period transactions have not been entered into and Art. 1, Para 1 may not be applied, the following approaches for determination of financial instruments market price shall be applied:

1. The market price shall be the average amount of the best bid and offer prices on the relevant official market as at the moment of the report preparation;

2. Where Item 1 may not be applied – the market price shall be determined by the best bid price, quoted for the securities on the relevant regulated market as at the moment of the report preparation;

3. Where Items 1 and 2 may not be applied – the market price shall be determined by the best offer price, quoted for the securities on the relevant regulated market as at the moment of the report preparation.

(3) Where Para 1 and 2 may not be applied the II shall valuate the financial instruments in the client’s portfolio via recognized financial approaches, provided for in an explicit annex to the individual agreement.
(4) The financial instruments’ valuation shall be made upon the preparation of the periodic reports under Art. 59, Para 1 and 2.  


	Art. 61. (1) The remuneration of the II under the agreement for confidential portfolio management shall be specIIied as a fixed amount or per cent from the portfolio’s value, or from the positive result realized from the management of the client’s funds.
(2) The II shall render an account to the client within 7 days as of the termination of the agreement – before the term set therein or after its expiry, and the client shall accept the results from the portfolio management performed and receive the cash and financial instruments available. The client’s financial instruments and cash may remain within the II on another grounds, e. g. on the grounds of a new agreement for provision of services within the II’s scope of activity.  

(3) The provisions from the other sections of these General Clauses shall be applied to the agreements for confidential portfolio management, as far as the provisions therein are not contradictory to the ones set out in this section. 


	

	XVI. SPECIAL REQUIREMENTS FOR THE CONCLUSION OF TRANSACTIONS FOR PURCHASE OR SALE OF FINANCIAL INSTRUMENTS THROUGH AN ELECTRONIC SYSTEM, RECOGNIZED FROM THE REGULATED MARKET

	Art. 62.  (1) The II may accept client orders through an electronic trading system, which guarantees compliance with the requirements of this ordinance and ensures an access of the client to specIIic execution venue. The access to the system under the preceding sentence and the entry of orders by the client shall be realized by an electronic certIIicate, issued in his/her name.

(3) In case the order is placed under Para 1, the II shall not check-up with the depository institution whether the financial instruments, subject of the sale offer are available at the client’s sub-account, whether they are blocked or a pledge is set up on them or distraint levied, II the electronic system does not allow the conclusion of transactions with financial instruments, which are unavailable or burdened.   
(4) In the case set forth in Para 1, the confirmation on the transaction’s entering into shall be presented to the client through the above electronic system. 


	

	XVII. AMENDMENTS IN AND TERMINATION OF THE CONTRACTUAL RELATIONSHIPS

	Art. 63. (1) Any amendment in the contractual relationships shall be realized through an explicit agreement concluded in writing between the parties in the form of an annex or additional agreement and shall enter into force as of the moment of its signing from both counterparties.

(2) Any of the parties may not transfer its rights under this agreement to a third person, unless after the prior agreement of the other party, received in writing.

(3) The contractual relationships shall be terminated upon:

1. the expiry of the term of validity of the relevant agreement;

2. before the term set – under the parties’ mutual agreement;

3. upon the death or placing under jiridical disability of the client – physical person; 

4. upon the dissolution of the legal entity – party in the agreement;
5. within a month after the written notice of any of the parties;

6. on other grounds provided for by the law.

(4) The client may withdraw its order under his own discretion at the latest by the end of the business day, preceding the day of the conclusion of the transaction – subject of the order and shall pay the II the remuneration agreed upon and the expenses made. In the rest cases the client shall be liable for all the transactions concluded by the II on his/ its own account. Art. 41, Para 2-4 shall be applied in respect to the form, procedure and the other conditions, related to the order’s withdrawal.  
(5) Except for the cases provided for in Art. 19, Para 2,3 and 4 and Art. 54, the II may not refuse the execution of an accepted order, save where the agreement is terminated due to a non-performance of the obligations of the client. In the latter case the II shall immediately notIIy the client on its refusal and shall be entitled to receive a commissions remuneration and compensation for the expenses made.  
(6) In the event of a termination of the contractual relations, each of the parties shall render an account to the other counterpart and to present to the latter within a 7-days period anything, received in relation to the transaction’s execution. 

(7) The order for termination of the contractual relations shall be provided for in the particular agreements and may not contradict to the imperative statutory requirements. 


	

	XVII. AMENDMENTS IN THE GENERAL CLAUSES

	Art. 64. (1) Any amendments in the General Clauses shall take effect upon the client of an already signed agreement, only in case he/ it has been notIIied on them, has certIIied the receival of the notice and has not announced within the sufficient period of time, he was informed in writing about, that he rejects the above amendments.     

(2) The amendments in these General Clauses shall be adopted by the Managers of the II. The II shall notIIy the deputy-chairman of FSC, managing the Supervision of the Investment Activity Division on each amendment made in these General Clauses. In case the deputy-chairman considers that the amendments adopted do not comply with the requirements of the MFIA and the acts for its implementation, the latter shall be entitled to require within a one-month period as of the presentation of the General Clauses, removal of any incompleteness, inconsistencies, and discrepancies found out.  


	

	XIX. CORRESPONDENCE

	Art. 65. (1) Any document which Ordinance No 38, these General Clauses or a particular agreement, concluded with the client, require to be drawn up in writing may be drawn up as an electronic document, provided that it is signed in accordance with the Law for the Electronic Document and Electronic Signature and relevant compliance with the other provisions of the ordinance is ensured.

 (2) The notices and any correspondence, exhanged between the parties, may be realized via a durable medium and/ or the web-page of II under the terms and conditions of Art. 15 of Ordinance No 38 and in compliance with the relevant agreement. The notices, which are not made under the above procedure,  shall not have effect.   



	

	XX. DISPUTES

	Art. 66. Any disputes arisen between the II and the client shall be settled amically between the parties. In case the dispute may not be settled amically, it shall be refered to the competent court. 


	

	XXI. APPLICABLE LEGISLATION

	Art. 67. The Bulgarian commercial and civil law shall be applied to the issues not provided for in these General Clauses. 


	.

	FINAL PROVISIONS

	§ 1. Any other terms and conditions, the II remuneration, as well as the client’s expenses, not calculated in the said remuneration, shall be regulated in the concrete agreement. 

§ 2. In case any of these General Clauses or any other special condition provided for in the agreemnt, concluded between the II and the client, contradicts to imperative legislative provisions, the said provisions shall be applied.  

§ 3. These General Clauses shall be displayed in a prominent and accessible place in the premises of the II. 
§ 4. These General Clauses for the agreements with clients for execution of financial instruments transactions, are adopted by the Managers of II „Global Markets” LTD on 15.07.2008.



	

	For II „Global Markets” LTD:

_____________________________
/Pavel Kocalka,

Manager/

_____________________________
/Chavdar Dragiev,

Manаger/
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