REPUBLIC OF BULGARIA

MINISTRY OF FINANCE

< Transfotion frowm Bulaarians

ORDER
Na ZMF - 1358

Sefia, 31.12.2021

Pursuant to Art. 25, para. 4 ol ihe Administration Act, and Art. 6, para. 1 and Art. 5 of the
transitional and final provisions of Ordinance No. 15 of 2007 on ihe Control over Transactions in
Government Securities

10ORDER:

1. T approve the Crileria for scleetion ol primary dealers of povernment securities (the
“Criteria™), according to Annex No. 1.

2. The eriteria under item 1 shall enter into torce on 1 January 2022, The first selection
ol primary dealers under the Criteria under item 1 shall take place for the calendar year 2023, and
only for Cniterion 3 the reporling shall stast from 1 July 2022,

3. 1 issue Tnstructions on reporting on the Crileria {or selection of primary dealers of
povernment securities and granting the right to primary dealers to participate as joint lead or co-lead
managers in syndicated transactions in the placement of bonds issued by the Republic of Bulgana on
mlernational marketls, 1n accordance with Annex No. 2.

4, The instructions under item 3 shall enler into [oree on | January 2022,

5. lrepeal the Criteria for selection of primary dealers of government securities, approved
by the Minister of Finanee with No. 93-27-39 7 17.03.2008, as of Janvary 1, 2022,

6. Irepeal the Instructions on the reporting ol'the crileria lor sclection of primary dealers
of government seeurities, approved by the Minister of Finance with No. UK-3 7 04.11.2020, as of
January 1, 2022,

T assign the control over the exceution of this Crder to the Deputy Minister ot Finance, who
shall camy out the operational management of the Government Debt Dircetorate.

102, G, 5. Rakey sl S Cperatnr: +33% 29450 |

Lofia - T4

e

Fax: 1359 2 950 58 a3




‘The order shall be brought to the attention of the interested partics for information and
implementation and shall be published on the website of the Minisiry of Finance.

ASEN VASILEY

DEPUTY PRIME MINISTER
FOR THE EURQO FUNDS AND}
MINISTER OF FINANCE
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Appendix No 1

to item 1

CRITERIA
FOR THE SELECTION OF PRIMARY DEALERE OF
GOVERNMENT SECURITIES

The applicants shall participaie regularly in the primary market of povernment securities.
liar the evaluation period, the candidates for primary dealers shall have acquived on the
primary market governmenlt securitics in the amount of not less than 3% of the total issued
quantity for the respective period.

The applicants shall promote the devclopment of o lguid and transparent secondary
government scouritics market, For the evaluation period, primary dealer applicants shall
have a market share of at least 3%,

The apphicants shall maintain [ivm guotes on the MTF - E-Boud platform,

The applicands shall provide affordable services to their clients for trading in governmment
securities on the primary and secondary markets,

The applicants shall provide the Ministry of Finance with inlormation about their activity
on the povernment securities market.

The applicants shall participate in consullations wilh the Ministry of Finance regarding
the development of the povernment securities market and provide, upon request, analyses
of its condition and recommendalions lor updating the regulations.



Transiation from Bulgurian language
Appendix No, 2
to item 3
INSTRUCTIONS
ON THE REPORTING OF THE CRITERIA

FOR THE SELECTION OF PRIMARY DEALERS OF GOVERNMENT SECURITIES

AND GRANTING TO THE PRIMARY DEALERS THE RIGIIT TO PARTICIPATE

AS JOINT LEAD OR CO-LEAD MANAGERS IN SYNDICATED TRANSACTIONS

IN THE PLACEMENT OF BONDS, JSSUED BY
THE REPUBLIC OF BULGARIA ON INTERNATIONAL MARKETS

I REPORTING OF TIIE CRITERIA FOR THE SELECTION OF PRIMARY
DEALERS OF GOVERNMENT SECURITTES

Criterion 1:
To participate regularly in th: primary market of governzment securities.

For the evaluation period, the candidates for primary dealers should have acquired
government securities {at nominal value) on the primary market in the amount of not less than
3% of the total issued amount of government securilics for the respective period. The
caleulation of the indicator for persons who were primary dealers during the evaluation period
shall include government securities acquired at their own and others' account, and for persons
who were not primary dealers, government sceuritics acquired by them through primary dealers
on the primary market at their own account.

Scope of the indicator; The sharc of government securities acquired by the candidate
for primary dealer on the primary market lor the evaluation period, shall be determined as the
ratio of the total nominal valuc of povernment securitics approved for the candidate al the
auctions, to the total nominal value of povernment securities issucd for the period.

Calculation of the indicator: The Ministry of Finance shall determine the lulfilment of
Criterion 1 for all candidates for primary dealers during the evaluation period, on the basis of
information from the System for conducting auctions and subscriptions for the sale of
governmenl sceurities (AGS)', on ihe quantities of govermment sceuritics approved at the
suctions for each candidatc.

Critevion 2:

To assist in the development of a liquid and transparent secondary government
securitics market,

For the evaluation period the persons, the candidates for primary dealers, should have a
market share {the nominal value ol government securitics on their transactions on the secondary
market ol government secarities, for the evaluation period, compared (o the total nominal value
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! System for conducting auctions aud subscriptions for the sale of government securities pursuant lﬂ.ﬁyi;f’:{!:ﬁ'n. 4,
itemn 1 of Ordinanec M. 5 of 2007, ‘



ol all transactions with government securities made on the market), not less than 3% of the total
volume of all government sceuritics transactions on the secondary wmarket for the period. All
government securities transactions on the sceondary market, both at their own account and at
the aceount of the primary dealer’s customers, shall be reported,

The Ministry of Finance shall determine the fulfilment of Criterion 2 for the persons
who were primary dealers or participants in the electronic system for regastration and servicing,
of trading with government securilics CSROT* during the evaluation period, on the basis of the
available information on the govermment securilics ransaclions of the participants in the
ESROT aystom.

Applicants for primary dealers who were not primary dealers or participants in the
ESROT system during the cvaluation period shall provide information on the fullitment of
Criterion 2 as part of' the necessary documents for applying for a primary dealer, attached to the
application under Art. 7 of Ordinance No. 15 of 2007 on the Control over Transactions with
Govermmeni Sceuritics (promulgated, SG No. 8572007, amended and supplemented, 56
Mo 292017 and 5G No. 13 of 20210, hereinafier referred to as “Ordinance No. 15 of 20077,
I'he information en the volume of governmont sceuritics transactions made by the applicant for
ithe period in which he/she was not a participant in the ESROT syslem, shall be prepared or
certificd by the relevant govermment securities sub-depositary n accordance with these

instructions,

Scope of the indicator; The market share of ihe candidale [or primary dealer for the
cvatuation period shall be defined as the ratio of the total volume of govermment sceuritics
transactions pertinmed by the person, to the total volume of all government securitios
transactions on the secondary market lor the period. The nominal valve of government
securities subject to the transaction shall be reported.

Seope of transactions: The indicator covers all government securities transachons
issued on the secondary market under Ordinance o, 5 of 2007 on the Terms and conditions
for Acquisition, Registration, Redemption and Trading m Government Sceurities {promulgated,
SG, iss. 85 of 2007; amended and supplemented, SG No. 1002013, §G No. 56/2015 and 8G
Mo, 29200 7, hercinaticr referred to as “Ordinance o, 5 o 20077, .

All types of povernment securities transaclions, which arc conelnded on the market
between the participants in ESROT, between the participants in ESROT and clients, and
between clients of different paricipants in LSROT (see Appendix 1: “Transactions o he
included when calculating the volume of the sceondary government securities market, for the
purposcs ol implementation under item 2 of the Criteria), shall be reported, according to Art,
16, para. |, ilems 1-3 o Ordinance No. 5 of 2007,

I'or the purposes of calculating the indicalor, all (ransactions on blocking / unblocking
governmenl sceuritics related to securing funds on accounts of budgetary enterpriscs in banks,
entries under the Special Plodges Act and in other cases of blocking / unblocking, as well as the

? Flectromic systom for registralion and servicing of government securities trading. porsuant ln.‘r}f".'.;.rl;—"l. i 2,
item 3 of Ohedinanee Mo, F ol 2007,



operations for transfer of government sceuritics te repisters that do not have the status of
transuctions, according to Art. 16, para. 1, items 1-3 of Ordinance No. 5 of 2007, shall not be
reported as transactions.

Calenlation of the indicator: To determine the total volume of governiment securities
transactions (determination of the numerator) the following methodology shall be applied:

- 50% ol the nominal value of the governmenl sccuritics subject to transactions included
in the scope of the indicator, for which bilateral notification is required, shall be reported
for cach participant (see Appendix I).

- 100% of the nominal value of government securitics subyject to transactions included in
the scope of the indicator, for which unilateral notification is required, shall be reported
[or cach participant {see Appendix 1).

When reporting the total volume of all executed government securilics transactions on
the sccondary market (denominator determination), 100% of the nominal value of all
transactions shall be reported.

The rominal-value of goverameni sccuitics transactions denominated in forcign
currency shall be converled into BGN at the official BNB cxchange rate valid on the day ol
their conclusion.

Dissemination of informution: The Ministry of Finance shall publish monthly
information on the lolal volume of all government securilics (ransactions on the secondary
market, caloulated in accordance with the above methodology, on its website, in the
Government Debt section, under the Government Securities Market heading — “Volume on the
sceondary market for the purposes of implomentation under item 2 of the Criteria for sclection
of government sceuritics primary dealers™, within the 3rd working day following the end of the
reporting period, based on information from the ESROT system.

The Ministry of linance shall determine the fulfilment of Criterion 2 for the persons
who were primary dealers or participants in (he ESROT system during the evaluation period,
hased on the availalle information on the govermment sceuritics transactions of the participants
in the ESROT systen.

Applicanis for primary dealers who wore not primary dealers or participants in the
ESROT system during the cvaluation peried shall provide information on the fulfilment of
Criterion 2 as part of the necessary documents for applying for a primary dealer, allached to the
application under Art. 7 of Ordinance No. 13 o 2007, Information on the volume of government
securities transaclions madc by the applicant for the period in which he/she was not a participant
in the ESROT system, shall be prepared or certified by the relevant government sceurities sub-
depositary in accordance with these nstructions.

Criterion 3;

To maintain firm guotes on MTL - the E-Bond platform.



Scape of the indicator: The persons, candidates for primary dealers, [or the cvalvation
period should cover cumulatively the requirements of items 1 - 3, as follows:

1. Maintaining quotes on the platform in not less than 80% of the namber of working days
duting the relevant evaluation period,

2. Quoting {or al lcast 3 hours, within 4 system day in the time from 8:30 am to 4:00 pm;

3. Quoting of 50% of the issucs, determined as obligatory for quolation, on the following
principle: & issues issued most recently, in the amount of over BGN 400 million.

Replacement of an issuc shall be done by the oldest issue being shifted by the pewly

issued one, upon reaching the theeshold of BGN 400 million, as of the day of scttlement

aller the anction, for reaching the threshold;

4. The maximum spread between the "buy" and "sell” quotations may not exeeed 50 BPS
reflected in profitability;

5. The minimum vohune for quotation shall be BGN 500 thousand.

For persomns who were not primary dealers for the cvaluation period, Criterion 3 shall
not be taken into account, as only primary dealers of govermment sceurilics have access to the
so-galled functionality for manintaining "irm" guctes o the MTTE E-Bond platton.

Other requirements:

1. Quotes maintained on the E-BOND system shall be anonymous;

2. Quotes shall be valid only for transactions for purchase or sale of government

sccurities with & maturity of 2 (iwo) business days;

3. Quotcs may he changed at any time, but cach participant in F-Bond shall be obliged
to conclude a lransaction at the syield / price at which he/she has quoted, within the
proposed volume, {or thosce orders that were confirmed belore the execution of the
change.

Dissemination of information: The Mimstry of Finance shall publish an up-to-date list
of issues designated as mandatory for quotation on its websiie, in the Government Debt section,
under the Govermment Securities Matket heading - “Issues Mandalory for Quotation™.

Critcrion 4:

To provide to their clicnts affordable services for trading in government securities
on the primary and secondary markeis.

The fulfilment of Criterion 4 shall be assessed by monitoring the exteni 1o which the
provision of sernvices docs not impose restrictive conditions on the clients of the persons
applying for primary dealers and docs not lead to a decreasc in the transparency and liquidity
of the government securities markel.

Criterion 3:

To provide the Ministry ol Finance with information on their activities on the
government securities market.

The fulfilment of Criterion § shall be carricd out on the basis of regularity and gualitd
of the information provided by the persons, candidates for primary dealers, tin I}x{éir activi l_}:\u:}“
the govermment scouritics market. o o



For persons who have been primary dealers of sovernment securities for the evaluation
period, the information submitted shall be taken into account and evaluated through the
established FTPS conncction between the Ministry of Finance and the candidate for primary
dealer, according to the "Guidelines lor proparation and provision of information for regulatory
purposes and control over the regmstration of govcernment securities transactions on the
secondary market™,

For the persons who have nol been primary dealers for the period of evaluation by the
Procedure for sclection of primary dealers of government securities, for the respective penod,
the Ministry of Finance shall indicate the type, scope and form of the required information.

Criterion 6:

To participate in consultations with the Ministry of Finanee regarding the
development of the governminent securitics market and to provide, upon request, analyscs
of its condition and recommendations for updating the regalations.

For the persons who have been primary dealers [ov the cvaluation peried, their
participation shall be take into account, and the information provided by them shall be evaluated
within the Comumittee of the primary dealers ol government securities, in accordance with the
provision of Art. 8a of Ordinance No. 13 of 2007,

For the persons who have not been primary dealers for the period of cvaluation by the
Procedure for selection of primary dealers of povernment securities, for the respective period,
the Ministry of Finance shall indicate the iyvpe, scope and form of the required infommation.

II. GRANTING TO THE PRIMARY DEALERS THE RIGHT TO PARTICIPATE AS
JOINT LEAD OR CO-LEAD MANAGERS IN SYNDICATED TRANSACTTONS IN
THE PLACEMENT OF BONDS ISSUED BY THE REPUBLIC O BULGARIA ON
INTERNATIONAL MARKETS

Primary govemmenl securities dealers shall be entitled Lo parlicipate as a joint lead
manager or co-lead manager in syndicated transactions in the placement of bonds issucd by the
Republic of Bulgaria on intemational markets, based on their performance in the ranking [or
the activity of the primary dealers,

Scope of the indicator: The Ministry of Finance shall prepare and publish a ranking of
the activity of primary deslers based on the Methodology for assessing the activily ol primary
dealers of povernment securities {see Appendix 2).

The primary dealer ranked first in the previous calendar vear shall be entitled to
participate in syndicated transactions in the placement of bonds issucd by the Republic of
Bulgaria on international markets, as a joint lead manager in case the primary dealer or the
financial proup to which he/she belongs, have experience in the placement of sovergign bonds
on inlerhational markets.

The primary dealer ranked first in the previous calendar vear shall be enfitled to
participate in syndicated transactions in the placement of bonds issued by the Ru:ﬁl..h_liti ‘of

* Approved by the Minister of Tinance and the (rovemor of the Bulgarian Natieoal Bank | Mjl'tih}.'i’}r af l'inavice, Mgy
UK-1/28.01.2020 and BNE No.: BNB - 13501 / 28.01.2020). et



Bulgaria on intcrnational markets, as a co-lead manager in casc the primary dealer or financial
group, to which hefshe belongs, has no experience in placing sovercign bonds on international
markets.

The sclection of a primary dealer as a joint lead or co-lead manager in syndicated
transactions in the placement of bonds issued by the Republic ol Bulgaria on international
markets shall take into sccount the latest annual ranking of the activity of primary dealers,
through which auctions for government secunttics were held.

Dissemination of information: The Ministry of Finance shall publish a monthly
ranking of the activity of primary dealers of government securities on the primary and
secondary markets on its website, in the Government Debl, section, under the Government
Securities Market heading - "Aetivity of Primary Dealers.”



APPLENDIXN

Transactions to be included in the caleulalion of the volume of the secondary market for the

purposes of implementation under itcin 2 of the Cnteria

Bilateral

Code Type of transaction L
| P nofification
1004 Transaction (or purchase and sale of GS helween LSROL participants Yes
1200 Eepo transaction in (G5 hetween BSROT participants wilth maovemcit Yes

ol lunds on cash settiement accounts,
1500 Lending transaction in GS between ESROT parlicipants without Yes
5
movement on cash settlement acconnts
20401 Transaction for transfer of C:8 Bom an ESROL particinant to their No
client
3100 Transaction for purchase of GS by an ESROT participant from their No
clicnt
—_— Transaclion for transfer of G8 from an ESROT participant to their No
client with a subscguent repurchase
o0 (S lending transaction between a lending participant and their Nao
) borrowing client withoul movement on cash settlement accounts
23010 Tranzaction for purchase of GS by an USROL participant from ils No
clienl wilh a subscquent reverse scll-back
350 Lending transaction in G8 between a borrowing parlicipant and its No
i lending chient without movement on cash settlement accounls
2500 Transaction [or ransicr of GS from a client of one ESROT participant Yes
5 ey -
to another ESROT participans
3550 Transaction for sale/purchase of GS trom a clienl of one ESROT Yes
o parlicipant o another ESROY T participant ., with movement of funds
Transaction for transler of G from a client ol one ESROT participant Yes
271 . . _ -
10 a clicnt of another FSTOT pavcipant
Transaclion [or sale/purchase of GS {rom a clicnt of one ESROT Y es
2750 participant v a clier ol another ESROT participant, with movement of
funds
2800 Transaction for transler of GS from one participant 0 a client of Yes
another participant '




two

2850 ‘I'ransaction for sale/purchase ol GS from one ESROT participant to Yes
i the client of another ESROT participani, with movement of funds
1210 Repo transaction in GS between ESROT participants with movement Yes
of funds on cash settlement accounts - part two
1510 Lending fransaction in G3 between ESROT participants without | Yes
maovement on cash settlement accounts - part two
2310 Transaction for transfer of GS from an ESROT participant te itsclient No
with subsequent repurchase - part twa
Lending transaction in GS beiwcen a lending participant and a No
2260 | borrowing clicnt without movement of funds on cash settlement
gecounts - part two
5310 Purchase transaction in G8 by an ESROT participant from their chenl Nao
i will a subsequent scll-back - part two
Tanding wansaction in GS betweea a borrowing parlicipani: and iis No
2360 lending client without movemend on cash settlement accounts - pavl




APPENDIX 2
METHODOLOGY

FOR THE PRIMARY DEALERS OF GOVERNMENT SECURITIES
ACTIVITY ASSESSMENT

The cvaluation of the activity shall be carricd out on a monthly basis wilh accumulation
within the calendar vear. Within ten days after the end of the reporting period, the Mimisiry of
Finance shall inform each primary dealer of the points received by him/her according to the
evaluation criteria. In addition, the Ministry of Finance shall publish a list of the five most active
primary dealers, in descending order, without intormalion on the awarded quantilative
asscssment.

The guantitative assessment shall be calculaied on the basis of the criteria {or asscssing
the activity ot the primary dealers, as follows:

Criteria for evaluation of primary dealers activity - maximum aumber of
points - 1{10

1. Criteiica: Teimary market - maximuw aurber of points 6u

1.1. Total volume of government sccutitics acquired by primary dealers on the primary
market during the evaluation period. according to the requirements of'item | of the
Crileria for sclection of primary dealers - maximum number of points 6(0);

2. Criterion: Secondary market - maximum number of points 41

2.1. Sub-Criterion: Total volume of government securities trunsactions on the secondary
market performed during the primary dealers assessment period, according to the
requirements of item 2 of the primary dealers Sclection Criteria - maximum number
of points 2{);

2.2, Sub-Criterion: Number of days during the evaluation period in which firm quotes
are maintained by the primary dealers, according to the requirements ol ilem 3 of
ihe Criteria for selection of primary dealers - maximum number of paints 20,

The maximum number of points which may be granted tor the activity of each primary
dealer in the assessment shall be 100, imcluding 60 points for the primary market and 40 points
for the secondary market. For each separate Crilerion and sub-Criterion a separate ranking shall
be conducted, in which the most active primary dealers shall be awarded the maximum number
of points provided for. The nexl primary dealers in the ranking shall be awarded a proportional
number of points, depending on the ralio they have in the fulfilment of the Crilerion or sub-
Criterion, comparcd to the primary dealers ranked first. The points awarded for each Criterion
shall be smmmed and the primary dcalets shall be vanked according to the total number of points
awarded. The ranking shall be donc in descending order, the resull shall be rounded to the
second decimal place.



