Law on Bank Bankruptcy 1

Law

on Bank Bankruptcy

(Issued by the 39th National Assembly on 12 September 2002;
published in the Darjaven Vestnik, issue 92 of 27 September 2002;
amended, issue 67 of 2003; issue 36 of 2004; issue 31 of 2005: effec-
tive as of 8 October 2005; amended, issue 105 of 2005; issues 30, 34
and 59 of 2006, in force on the date of entry into force of the Treaty of
Accession of the Republic of Bulgaria to the European Union,
amended, issue 59 of 2007; amended, issue 67 of 2008)

Chapter One
General Provisions

Subject

Article 1. (previous wording of Article 1; Darjaven Vestnik, issue 59 of 2006)
(1) This Law provides for the bankruptcy proceedings of a bank with a registered
office in the Republic of Bulgaria.

(2) (new; Darjaven Vestnik, issue 59 of 2006) Provisions of Chapter Thirteen of
the Law on Credit Institutions shall also apply with regard to bankruptcy proceed-
ings against a bank having branches in Member States.

Objective of Proceedings

Article 2. (1) The goal of the bankruptcy proceedings for a bank is to secure in
the shortest time practicable a fair satisfaction of the bank’s depositors and other
creditors.

(2) In the bankruptcy proceedings for a bank, due regard shall be had for the de-
positors and remaining creditors of the bank, as well as for the public interest in the
stability of, and confidence in the banking system.

Bankruptcy Estate

Article 3. (1) The bankruptcy estate shall include:

1. the bank’s property rights as of the date of the judgment to open bankruptcy
proceedings;

2. the bank’s property rights acquired after the date of the judgment to open
bankruptcy proceedings.

(2) (amended; Darjaven Vestnik, issue 59 of 2006) From the date of the judg-
ment revoking the license to conduct bank activity under Article 36, paragraph 2 of
the Law on Credit Institutions, the execution of deals and actions to dispose of the
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bank’s property may not be conducted, except for ordinary expenses aimed at its
preservation and management. From the same date, all actions and transactions of
pursuing collection, renegotiation or securing of any claims against the bank, or ex-
ecution of any money obligations, regardless of the manner of execution, shall be
prohibited.

(3) Any such actions or transactions effected in contravention of the provisions
of paragraph 2 shall be null and void with respect to the bankruptcy creditors.

(4) Where the bank declared to be in bankruptcy has acted as financial interme-
diary or commissioner on granted government or government guaranteed loans
from international financial institutions and foreign countries, the government, rep-
resented by the Minister of Finance, shall be subrogated as the only creditor in rela-
tion to the final recipients of the loans.

(5) The claims against the final recipients of the loans under paragraph 4 and the
rights related thereto and collateral provided shall not be a part of the estate and
shall be transferred to the full disposition of the Minister of Finance.

Bankruptcy Creditors

Article 4. (1) The bankruptcy estate shall be used to satisfy all of the bank’s
creditors in respect of commercial and noncommercial claims that had arisen before
the date of judgment to open bankruptcy proceedings against the bank, and the
creditors in respect of claims for bankruptcy expenses incurred under the terms and
conditions of this Law.

(2) Last to be satisfied, after the full satisfaction of creditors under Article 94,
paragraph 1, items 1-8, shall be any claims originating from:

1. statutory or contractual interest on any unsecured claim, where such interest is
owed after the date of the judgment to open bankruptcy proceedings against the
bank;

2. any gratuitous transaction.

(3) The creditors with claims for bankruptcy expenses incurred under the terms
and conditions of this Law shall be paid when due, and where such payment is not
received when due, they shall be satisfied in accordance with the provisions of Ar-
ticle 94, paragraph 1, item 3.

Preservation of Collaterals

Article 5. In the bankruptcy proceedings, the bank’s creditors shall retain their
rights in any collateral granted.

Summons

Article 6. The bank and its creditors in the bankruptcy proceedings shall be sum-
moned in accordance with the provisions of Article 619 of the Law on Commerce.
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Particularities of the Procedure

Article 7. In the bankruptcy proceedings for a bank no meeting of creditors shall
be conducted, and no rehabilitation plan may be proposed.

Chapter Two
Opening of Bankruptcy Proceedings

Section I
Commencement of the Proceedings

Grounds for Opening Bankruptcy Proceedings

Article 8. (1) (amended; Darjaven Vestnik, issue 59 of 2006) Bankruptcy pro-
ceedings against a bank shall be initiated upon revocation by the Bulgarian National
Bank, hereinafter called the central bank, of the license to conduct bank activity un-
der Article 36, paragraph 2 of the Law on Credit Institutions.

(2) (new; Darjaven Vestnik, issue 59 of 2006) Bankruptcy proceedings shall be
also initiated against a bank in a liquidation procedure which is ascertained to be in-
solvent under Article 125 or Article 130 of the Law on Credit Institutions.

(3) (former paragraph 2, amended; Darjaven Vestnik, issue 59 of 2006) Only the
central bank may petition the court to open bankruptcy proceedings against a bank.

(4) (new; Darjaven Vestnik, issue 31 of 2005; former paragraph 3, amended,
Darjaven Vestnik, issue 59 of 2006) The revocation of a bank’s license by the central
bank on the grounds of Article 36, paragraph 2 of the Law on Credit Institutions shall
not prevent the use of the funds, available at the time of revocation, on the bank’s ac-
count held with the Real-time Inter-bank Gross-settlement System for discharging the
obligations of that bank arising from its participation in the payment system on the
day of revocation of its license, but not later than the moment of its revocation.

(5) (new; Darjaven Vestnik, issue 31 of 2005, former paragraph 4, amended,
Darjaven Vestnik, issue 59 of 2006) The revocation of a bank’s license on the grounds
of Article 36, paragraph 2 of the Law on Credit Institutions shall not have retroactive
effects on the rights and obligations of the bank arising from, or in connection with, its
participation in the payment system earlier than the moment of revoking the license.

Petition to Open Bankruptcy Proceedings

Article 9. (1) The central bank’s petition to open bankruptcy proceedings against
a bank shall be filed in writing with the competent court.

(2) (amended, Darjaven Vestnik, issue 59 of 2006) Only the ground or grounds
under Article 36, paragraph 2 of the Law on Credit Institutions on which the license
has been revoked shall be set out in the central bank’s petition under paragraph 1.
In the cases under Articles 125 or 130 of the Law on Credit Institutions, only the
ground or grounds for insolvency on which the order of the Governor has been is-
sued shall be set out in the petition.
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(3) A certified copy of the central bank’s act of revocation shall be attached to
such petition.

(4) (amended; Darjaven Vestnik, issue 105 of 2005: effective as of 1 January
2006) The requirements of Articles 77 and 78 of the Tax Insurance Procedure Code
shall not apply to a petition to open bankruptcy proceedings against a bank.

(5) No state fee shall be collected for the petition to open bankruptcy proceed-
ings against a bank.

(6) By not later than the date of filing in court of the petition to open bankruptcy
proceedings, the central bank shall provide notice of this to the Deposit Insurance
Fund, hereinafter called the Fund, with a view to initiating preparatory actions for
the appointment of an assignee in bankruptcy. Together with the notice, the central
bank shall send to the Fund a copy of the list, maintained by it, of the persons who
are eligible to be appointed assignees in bankruptcy of a bank.

Bankruptcy Court

Article 10. The bankruptcy court for a bank shall be the district court where the
headquarters of the bank is located.

Examination of the Petition

Article 11. (1) (amended, Darjaven Vestnik, issue 59 of 2006) If a petition in
bankruptcy is proper, the court shall institute a case on the date it is received and
shall set a session not later than 15 days after the date of instituting the case.

(2) The court shall examine the petition with the participation of a public pros-
ecutor in a closed-door session, with the summoning of the central bank, the bank,
and the Fund.

(3) The bank against which a petition to open bankruptcy proceedings has been
filed shall be represented in the case by the conservators appointed by the central
bank or by such persons as the conservators may authorize.

(4) (new, Darjaven Vestnik, issue 59 of 2006) Shareholders holding more than 5
per cent of the bank capital as of the date of revoking the license to conduct bank
activity may participate in the procedure of examining the centarl bank’s petition.

(5) (new, Darjaven Vestnik, issue 59 of 2006) If the central bank’s act under Ar-
ticle 9, paragraph 3 has entered into force, the court shall initiate bankruptcy pro-
ceedings against a bank.

(6) (new, Darjaven Vestnik, issue 59 of 2006) If the central bank’s act under Ar-
ticle 9, paragraph 3 has not entered into force due to judicial appeal, the court shall
suspend the proceedings until the end of the administrative legal controversy. The
suspension of the proceedings shall not be an impediment to impose preliminary se-
curity measures.

(7) (former paragraph 4, amended; Darjaven Vestnik, issue 59 of 2006) The cen-
tral bank, the bank, and the Fund shall be summoned in accordance with the Civil
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Procedure Code not later than three days before the date set for the session.

(8) (former paragraph 5, amended; Darjaven Vestnik, issue 59 of 2006) The
court shall enter its judgment within a seven-day period after the session in which
the examination of the case is completed.

Preliminary Security Measures

Article 12. (1) Prior to entering a judgment on the central bank’s petition to open
bankruptcy proceedings, the court, acting on a petition from the central bank or the
Fund, may:

1. allow the measures under Article 13, paragraph 1, item 5;

2. suspend any court and arbitration cases against the bank’s property;

3. allow any other measure prescribed by law to secure the bank’s available
property.

(2) The court shall have the duty to examine the petition under paragraph 1 not
later than the day following the date of receipt of the respective petition of the cen-
tral bank or the Fund.

(3) Such security measures ordered by the court shall be for the benefit of all
creditors of the bankruptcy estate.

(4) The court’s decision to impose the measures shall be brought into execution
without delay and shall not be subject to appeal.

(5) The court’s determination to impose the measures shall be announced to such
entities as may be affected thereby and to the entity that requested their imposition.

(6) The security measures shall be considered terminated when the petition to
open bankruptcy proceedings is rejected with a judgment that has entered into
force.

(7) The imposed security measures shall have effect until the date of the court
judgment opening bankruptcy proceedings. From this date their effect shall be su-
perseded by the effect of the judgment opening the bankruptcy proceedings. The
court may order new security measures, as well as extend the effect of the measures
already imposed under this Article.

Section 11
Issuance of the Judgment

Judgment to Open Bankruptcy Proceedings

Article 13. (1) (amended; Darjaven Vestnik, issue 59 of 2006) If the central
bank’s petition meets the requirements of Article 9, paragraphs 2 and 3, and pro-
vided the conditions under Article 11, paragraph 5 are present, the court shall, with
its judgment:

1. declare the bank’s insolvency and determine its initial date;

2. open bankruptcy proceedings against the bank;
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3. declare the bank to be in bankruptcy and to cease its operations;

4. terminate the powers of the bank’s governing bodies;

5. impose a general attachment and freeze on the bank’s property;

6. deprive the bank of the right to manage and dispose of the property comprised
in the bankruptcy estate;

7. order the commencement of liquidation of property comprised in the bank-
ruptcy estate and the distribution of liquidated property.

(2) A judgment to open bankruptcy proceedings against a bank shall be brought
into execution immediately from the date of issuance.

(3) A judgment to open bankruptcy proceedings against a bank shall have effect
with respect to all.

(4) On the date of issuing a judgment to open bankruptcy proceedings, or on the
next business day at the latest, the court shall have the duty to send a copy of the
judgment to the central bank, the Fund, and to the conservators of the bank declared
in bankruptcy.

Judgment Rejecting a Petition to Open Bankruptcy Proceedings

Article 14. (amended; Darjaven Vestnik, issue 59 of 2006) The court shall reject
a petition to open bankruptcy proceedings if it does not meet the requirements un-
der Article 9, paragraphs 2 and 3 or if the central bank’s act under Article 9, para-
graph 3 is repealed following an enforced judgment.

Entry of Court Judgments

(amended; Darjaven Vestnik, issue 34 of 2006)

Article 15. The judgment under Article 13, paragraph 1 shall be entered in the
Commercial Register.

Appeal of Judgments

Article 16. (amended; Darjaven Vestnik, issue 59 of 2007, effective as of 1
March 2008) (1) Court judgments under Article 13, paragraph 1 and Article 14 shall
be subject to appellate and cassation appeal under the general procedure. The term
of the appellate appeal shall be seven days. The bank’s conservators and the central
bank shall have the right to appeal, and the prosecutor shall have the right to pro-
test.

(2) An appeal against a judgment under Article 13, paragraph 1 shall not suspend
its execution.

(3) The Court of Appellate Jurisdiction shall commence the case on the day of
receipt of the appeal, or on the next business day at the latest, and shall review the
appeal and rule on it within a one-month period after commencement of the case.

(4) When the judgment to open bankruptcy proceedings is reversed, all conse-
quences arising from the effect of the judgment shall be extinguished from the ef-
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fective date of the judgment to reverse, and the powers of the bankruptcy bodies
shall be terminated.

(5) The judgment reversing any judgment under Article 13, paragraph 1 or Ar-
ticle 14 shall be entered in the Commercial Register.

Section III
Effect of Judgment to Open Bankruptcy Proceedings

Date of Opening Bankruptcy Proceedings

Article 17. (1) The bankruptcy proceedings against a bank shall be deemed to
have been opened from the date of the relevant court judgment under Article 13,
paragraph 1. If on that same date, any of the actions under Articles 18, 19, 20, 21,
and 22 are taken, such actions shall be deemed to have been taken after the opening
of the bankruptcy proceedings.

(2) The foreign currency claims of the bank’s creditors shall be converted into
levs using the Bulgarian National Bank exchange rate as of the date of judgment to
open the bankruptcy proceedings.

(3) From the date of the judgment to open bankruptcy proceedings all limitation
periods and preclusive periods regarding any of the bank’s rights shall be sus-
pended for six months.

Right to Management and Disposition of the Bank’s Property

Article 18. (1) From the date of a judgment to open bankruptcy proceedings
against a bank, only the assignee in bankruptcy shall have the right to manage and
dispose of the rights included in the bankruptcy estate.

(2) (amended; Darjaven Vestnik, issue 59 of 2006) From the opening of the
bankruptcy proceedings to the assignee’s in bankruptcy assumption of office, the
conservators appointed by the central bank under the Law on Credit Institutions
may only take such actions as are intended to preserve the bankruptcy estate.

Performance of Obligations to the Bank

Article 19. (1) From the date of the judgment to open the bankruptcy proceed-
ings, performance of an obligation to the bank shall be received by the assignee in
bankruptcy or, until his assumption of office, by the conservators appointed by the
central bank.

(2) (amended; Darjaven Vestnik, issue 34 of 2006) The performance of an obli-
gation to the bank effected other than in accordance with paragraph 1 after the date
of the judgment to open bankruptcy proceedings shall not extinguish the obligation,
unless it is made prior to the date of entry in the Commercial Register of the judg-
ment and only if the obligor had no knowledge of the opening of the procedure and
what was given by him has entered into the bankruptcy estate.
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Suspension of Judicial Proceedings

Article 20. (1) Upon the opening of bankruptcy proceedings against a bank, all
judicial or arbitration proceedings in property civil or commercial cases against the
bank shall be suspended.

(2) Proceedings so suspended shall be terminated on the date of issuance of the
judgment under Article 67, paragraph 2 if the subject claim in such proceedings is
included in the court-approved list of claims accepted by the assignee in bankruptcy
and against which no objections have been made.

(3) Proceedings so suspended shall be resumed and shall proceed with the par-
ticipation of:

1. the assignee in bankruptcy and the creditor concerned, if the subject claim is
not included in the list of claims accepted by the assignee in bankruptcy under Ar-
ticle 66, paragraph 5, item 1, or in the list approved by the court under Article 67,
paragraph 2;

2. the assignee in bankruptcy, the creditor concerned, and the entity who has
filed an objection, if the claim is included in the list of claims accepted by the as-
signee in bankruptcy but an objection under Article 66, paragraph 4 has been made
against it.

(4) The judgment issued under paragraph 3 shall have the effect of a declaratory
judgment with respect to the bank, the assignee in bankruptcy, and all of the bank-
ruptey creditors.

Suspension of Execution Proceedings

Article 21. (1) (amended; Darjaven Vestnik, issue 59 of 2006) From the date of
publication in the Darjaven Vestnik of the central bank’s decision to revoke a
bank’s license under Article 36, paragraph 2 of the Law on Credit Institutions, all
execution proceedings pending against the property included in the bankruptcy es-
tate shall be suspended.

(2) (amended; Darjaven Vestnik, issue 105 of 2005: effective as of 1 January
2006) In bankruptcy proceedings against banks, the provisions of Article 193 of the
Tax Insurance Procedure Code and of Article 43 of the Law on Special Pledges
shall not be applicable.

(3) If, after the date of publication of the decision to revoke the license to con-
duct bank activity, any payment is made to a petitioner in execution proceedings
against the bank, the amount so paid shall be returned to the bankruptcy estate un-
less the payment was made under the terms of Chapter Eight.

(4) The execution of a creditor’s claim secured by a special pledge on property or
property right of the bankruptcy estate shall continue pursuant to the Law on Spe-
cial Pledges after such creditor’s claim is accepted in the bank’s bankruptcy pro-
ceedings.
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Nullity of Actions and Transactions

Article 22. (1) Any of the following effected after the date of the judgment open-
ing the bankruptcy proceedings and in contravention of the procedures set out in
such judgment or in violation of the provisions of this Law shall, with respect to the
bankruptcy creditors, be null and void:

1. performance of an obligation of the bank which had arisen before the date of
the judgment to open bankruptcy proceedings;

2. creation of a pledge or mortgage against any right or property of the bank-
ruptcy estate;

3. transaction in any right or property of the bankruptcy estate.

(2) The performance by the bank of the following actions and transactions after
the initial date of the insolvency shall be considered null and void with respect to
the bankruptcy creditors:

1. performance of a financial obligation, regardless of the manner of perfor-
mance;

2. gratuitous transaction with any right or property of the bankruptcy estate;

3. creation of pledge or mortgage or any other collateral on a right or property of
the bankruptcy estate;

4. nongratuitous transaction in a right or property of the bankruptcy estate, where
the consideration substantially exceeds the value received.

Obligations Due and Payable

Article 23. (1) All of the bank’s monetary and nonmonetary obligations shall be-
come payable from the date of the judgment under Article 13, paragraph 1.

(2) The nonmonetary obligations shall be converted into monetary obligations at
their market value as of the date of the judgment under Article 13, paragraph 1.

Imposition of General Freeze and Attachment and Their Entry

Article 24. (1) From the date of issuance of the court judgment under Article 13,
paragraph 1, all of the bank’s real estate shall be deemed to be attached, and all of
its movables and claims of the bank against third parties shall be deemed to be fro-
zen.

(2) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006) The imposed general attachment on the bank’s real estate and ships shall be
entered in notary registers or, respectively, ship registers, on the basis of the judg-
ment to declare the bank in bankruptcy that is entered in the Commercial Register.
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Chapter Three
Bankruptcy Bodies

Section |
Assignee in Bankruptcy

Requirements

Article 25. (1) An assignee in bankruptcy of a bank may only be a physical per-
son who satisfies the following requirements:

1. not have been previously convicted, having attained legal age, of any premedi-
tated criminal offence of general nature;

2. hold a higher-education degree in economics or law and have practical experi-
ence in such specialty for a minimum of five years, of which three years are in
banking, accountancy or finance, or respectively, in commercial, banking or finan-
cial law;

3. be a person of good professional reputation;

4. not have served, in any of the five years prior to the opening of the bankruptcy
proceedings against the bank, as a member of the bank’s managing or controlling
bodies;

5. not have, nor have ever had, the right to hold positions of financial responsi-
bilities revoked;

6. not be the spouse or relative in a direct line, in a lateral line to the sixth degree
inclusive, or by marriage to the third degree inclusive, of any member of a manag-
ing or controlling body of the bank having served as such in any of the three years
prior to the date of the judgment to open the bankruptcy proceedings;

7. not have any commercial, financial, business, or other material interests in the
bank declared in bankruptcy;

8. not have a relationship with the bank or any of its creditors in any manner that
may create reasonable doubts about his impartiality;

9. not be a creditor in the bankruptcy proceedings against the bank, nor the
spouse of such creditor or his relative in a direct line, in a lateral line to the sixth de-
gree inclusive, or by marriage to the third degree inclusive;

10. not be a bankruptcy debtor who has not had his rights restored;

11. not be a provisional assignee in bankruptcy or assignee in bankruptcy of an-
other business;

12. be in the list maintained by the central bank for the persons who may be bank
assignees in bankruptcy;

13. not have been a member of an executive or controlling body, or a partner
with unlimited liability, in a company where the company has been terminated be-
cause of bankruptcy, if unsatisfied creditors have remained.

(2) The circumstances under paragraph 1 shall be established as follows:
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1. under items | and 2 — by the respective official certifying documents;

2. under items 4—13 — by a written declaration of the person asserting compliance
with the requirements under the foregoing items, submitted to the Management
Board of the Fund on the date of his appointment as assignee in bankruptcy.

(3) The powers of a bank assignee in bankruptcy shall be performed by at least
two persons.

(4) The Deposit Insurance Fund shall have the right, in its discretion and at any
time, to examine compliance with the conditions established in paragraph 1.

(5) So long as the other requirements stated under this Article are met, assignees
in bankruptcy may also be the conservators of the bank, provided that they have not
been appointed by the central bank prior to the order to revoke the license to con-
duct bank activity.

Appointment of Assignee in Bankruptcy

Article 26. (1) The Deposit Insurance Fund shall appoint as assignee in bank-
ruptey for the bank persons from the list maintained by the central bank, on the date
of receipt, pursuant to Article 13, paragraph 4, of a copy of the judgment to open
bankruptcy proceedings against the bank, or on the following business day at the
latest.

(2) The assignee in bankruptcy shall be appointed by the decision of the Fund’s
Management Board, if:

1. the persons selected to exercise his powers have consented to this in writing
before the Management Board;

2. the persons selected to exercise his powers have submitted declarations pursu-
ant to Article 25, paragraph 2, item 2; and

3. no information has been received that the persons selected to exercise the
powers of assignee in bankruptcy are not qualified under this Law to be assignee in
bankruptcy of the bank.

(3) The decision to appoint an assignee in bankruptcy must refer to the date,
court panel, and case number of the court judgment to open bankruptcy proceed-
ings, and the full name and exact address of the persons appointed as assignees in
bankruptcy, the initial amounts of their monthly remuneration, and the amount of
their performance guaranty.

(4) The decision to appoint an assignee in bankruptcy shall be brought into ex-
ecution without delay from the date of issuance.

(5) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006) The decision to appoint an assignee in bankruptcy of a bank and the name
and address of the persons appointed as assignee in bankruptcy shall be entered in
the Commercial Register.

(6) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006) The chairperson of the Fund shall, on the day of issuance of the decision un-
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der paragraph 2, send a copy of the decision to the persons appointed as assignee in
bankruptcy of the bank declared in bankruptcy and to the central bank. The chair-
person shall have the duty to request, on that same day, the entry in the Commercial
Register of the circumstances under paragraph 5.

(7) (repealed; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006)

Assignee’s Assumption of Office

Article 27. (1) The persons appointed as assignee in bankruptcy must assume of-
fice not later than two business days following the date of receipt of a copy of the
decision under Article 26, paragraph 2.

(2) Prior to the assignee’s assumption of office, management contracts shall be
concluded between the persons appointed as assignee in bankruptcy and the Fund.
The contracts shall specify the rights and obligations of the persons appointed as as-
signee in bankruptcy, the method of calculation and payment of their remuneration,
and the other elements of the legal relationship between the persons and the bank
declared in bankruptcy.

Assignee’s Performance Guaranty

Article 28. (1) On the day of assuming office, the persons appointed as assignee
in bankruptcy shall present a guaranty for their performance in an amount deter-
mined by the Fund, but not smaller than their initial gross quarterly remuneration.

(2) The guaranty under paragraph 1 shall be provided in the form of a monetary
deposit with a bank determined by the Fund. The monetary deposit shall be frozen
until the occurrence of the conditions in paragraphs 3 or 4.

(3) The guaranty serves to compensate for damages caused by the assignee in
bankruptcy to the bankruptcy estate.

(4) The guaranty shall be released upon the expiration of six months after the
assignee in bankruptcy has been removed from office, provided that within this
time period no claims have been filed against the assignee in bankruptcy to recover
damages to the bankruptcy estate.

Removal of Assignee in Bankruptcy

Article 29. (1) The Deposit Insurance Fund shall remove an assignee in bank-
ruptcy from office and terminate the contract under Article 27, paragraph 2 upon
the occurrence of one or more of the following conditions:

1. a written request by a person appointed as assignee in bankruptcy, addressed
to the Management Board of the Fund;

2. placing of the person appointed as assignee in bankruptcy under judicial dis-
ability;
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3. if a person appointed as assignee in bankruptcy has not qualified, or has sub-
sequently ceased to qualify, with the requirements of Article 25;

4. actual inability of one of the persons appointed as assignee in bankruptcy to
exercise his powers;

5. death of one of the persons appointed as assignee in bankruptcy;

6. if one of the persons appointed as assignee in bankruptcy is removed from the
list maintained by the central bank;

7. at the Fund’s discretion, the assignee in bankruptcy has not performed his ob-
ligations or his actions jeopardize the creditors’ interests.

(2) An assignee in bankruptcy shall be removed from office, and the contract
with him terminated, by the decision of the Management Board of the Fund.

(3) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006) The fact of the removal of the assignee in bankruptcy shall be entered in the
Commercial Register.

(4) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006) The chairperson of the Fund shall on the day of issuance of the decision un-
der paragraph 2, send a copy of the decision to the bank declared in bankruptcy and
to the central bank, as well as to the Registry Agency.

(5) (repealed; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006)

(6) The Management Board of the Fund shall appoint a new assignee in bank-
ruptcy on the day of its decision under paragraph 2 and in this case the terms and
procedure of Article 26 shall be met.

(7) The assignee in bankruptcy removed under paragraph 1, items 1, 3, 6, and 7,
shall have the duty to continue in office until the newly appointed assignee in bank-
ruptcy assumes office.

Assignee’s Remuneration

Article 30. (1) An assignee’s remuneration shall be determined by the decision
of the Management Board of the Fund.

(2) When it appoints an assignee in bankruptcy, the Fund’s Management Board
shall determine an initial monthly remuneration for the persons appointed as as-
signee in bankruptcy for a period of six months following their appointment. The
initial remuneration shall be a fixed amount that does not depend on the proceeds
from the property liquidated by the assignee in bankruptcy from the bankruptcy es-
tate and the collection of claims owed to the bank, and the above amount shall not
be smaller than ten times the minimum monthly working salary or greater than 30
times the minimum monthly working salary.

(3) Following the expiration of the period under paragraph 2, the monthly remu-
neration for the persons appointed as assignee in bankruptcy shall be determined as
a percentage of the total amount of property of the bankruptcy estate liquidated by
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the assignee in bankruptcy for the respective month and the collection of claims
owed to the bank during the month.

(4) The determined monthly remuneration for the persons appointed as assignee
in bankruptcy may, by a unilateral decision of the Management Board of the Fund,
be reduced for a certain period on the occurrence of one or several of the following
conditions:

1. if the assignee in bankruptcy has incurred during the respective month ex-
penses in the bankruptcy proceedings that have not been provided for in the
monthly budget of the bankruptcy expenses approved by the Fund and for which
the assignee in bankruptcy had not received approval by the Fund. In such case, the
remuneration for the persons appointed as assignee in bankruptcy, shall be reduced
by a certain portion of the amount of the improperly incurred expenses;

2. if the assignee in bankruptcy has disposed of property or other property right
included in the bankruptcy estate under terms and conditions other than as provided
in this Law.

(5) The decision of the Management Board of the Fund to reduce the remunera-
tion for persons appointed as assignee in bankruptcy shall be subject to appeal to
the bankruptcy court within a seven-day period from the notification of the persons
appointed as assignee in bankruptcy of such decision.

(6) In the circumstances under paragraph 4, the remuneration of the persons ap-
pointed as assignee in bankruptcy shall be deemed to have been reduced from the
date the Management Board decision enters into force, without the necessity of
signing an annex to the contract under Article 27, paragraph 2.

(7) The mechanism for determining remuneration of the assignee in bankruptcy
and the procedure for reducing remuneration shall be established in an ordinance is-
sued by the central bank.

Powers of Assignee in Bankruptcy

Article 31. (1) An assignee in bankruptcy shall have the following powers:

1. represent the bank declared in bankruptcy;

2. manage the bank’s current activities;

3. preserve, enhance, and manage the property included in the bankruptcy estate;

4. receive in accordance with an inventory, preserve, and maintain the bank’s
commercial books and commercial correspondence;

5. inquire about and identify the bank’s property;

6. in the circumstances provided for by the Law, demand termination, rescission,
or annulment of transactions to which the bank is a party;

7. participate in proceedings to which the bank is a party and bring cases on the
bank’s behalf;

8. collect the bank’s monetary claims;
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9. prepare and implement, after approval by the Fund, a monthly budget concern-
ing the expenses of the bank’s bankruptcy proceedings;

10. subject to the permission of the Fund, dispose of the bank’s cash funds, in-
cluding amounts in bank accounts of which the bank is a holder, if this is necessary
in connection with the management and preservation of the bank’s property or in
incurring other expenses related to the bankruptcy proceedings;

11. inquire about and identify the bank’s creditors and prepare lists of claims
against the bank under the procedure of this Law;

12. take action to terminate and liquidate the bank’s interests in commercial
companies;

13. prepare a liquidation plan for the property in the bankruptcy estate and sub-
mit such plan to the Fund for approval;

14. liquidate the property in the bankruptcy estate in accordance with the ap-
proved plan under item 13;

15. distribute the cash proceeds in accordance with the provisions of this Law;

16. deposit the cash funds obtained from the liquidation of the property of the
bankruptcy estate or from the collection of claims of the bank in special lev ac-
counts or, for foreign currency amounts, in special accounts in the respective cur-
rency;

17. perform other actions as provided for in this Law or other legislative acts for
its application.

(2) The powers of an assignee in bankruptcy shall obligatorily be exercised
jointly by the persons appointed as assignee in bankruptcy, and as well, decisions
shall be made unanimously and actions shall be performed jointly.

Reporting Requirements

Article 32. (1) An assignee in bankruptcy shall record, in a special journal with
pages numbered serially and kept together by string and seal, each of his actions re-
lating to the management, preservation or liquidation of the rights of the bankruptcy
estate, and the distribution of the collected cash funds.

(2) Each month, and immediately upon request, the assignee in bankruptcy shall
submit to the Fund reports of a type and content determined by the Management
Board.

(3) Each bank creditor may review the journal under paragraph 1 and the reports
under paragraph 2. The assignee in bankruptcy, with the Fund’s approval, deter-
mines the place and time for review of the documents under paragraphs 1 and 2.

(4) The Deposit Insurance Fund may, at any time, examine the veracity of the
documents under paragraphs 1 and 2 and require from the assignee in bankruptcy
further accounting or other documentation, as well as perform on-site inspection.

(5) (amended; Darjaven Vestnik, issue 67 of 2008) The liquidation balance sheet
and other accounting reports prepared by the assignee in bankruptcy shall not be
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subject to audit and certification by a chartered auditor.

Obligations of the Assignee in Bankruptcy

Article 33. (1) An assignee in bankruptcy shall exercise his powers with the care
of a good merchant and place the creditors’ interests above his own and meet the re-
quirements of this Law and the legislative acts for its application.

(2) An assignee in bankruptcy shall exercise his powers as necessary in view of
the progress of the bankruptcy proceedings, taking heed of the objectives of this
Law, and in accordance with the directions and instructions issued by the Fund un-
der Article 39, paragraph 1, item 14.

(3) An assignee in bankruptcy shall have the duty to deposit in the special ac-
counts under Article 31, paragraph 1, item 16 the cash funds received from the liq-
uidation of property included in the bankruptcy estate or from collecting the bank’s
claims on the same day as such cash funds are received or on the next business day
at the latest.

(4) An assignee in bankruptcy shall have the duty not to divulge any information,
data or facts that may come to his knowledge in connection with the exercise of his
powers.

Restrictions

Article 34. (1) An assignee in bankruptcy may not enter contracts or agreements
in the name of the bank either with himself personally or with any other entity that
he may represent.

(2) The persons appointed as assignee in bankruptcy may not acquire, in any way
whatsoever, whether directly or through another entity, any property or right from
the bankruptcy estate. This restriction shall apply as well to the spouses of the per-
sons appointed as assignee in bankruptcy, their relatives in a direct line, in a lateral
line to the sixth degree inclusive, and by marriage to the third degree inclusive.

(3) Where an entity related to the assignee in bankruptcy is a party to a transac-
tion whereby such third party acquires a property or right from the bankruptcy es-
tate, the assignee in bankruptcy shall be deemed to have acquired the property or
right through a third party.

(4) Transactions effected in violation of paragraphs 1-3 shall be null and void
with respect to the bankruptcy creditors.

(5) The persons appointed as assignee in bankruptcy shall present to the Fund a
declaration concerning the persons related to them every six months.

Liability
Article 35. (1) When an assignee in bankruptcy does not exercise his powers

with due care or fails to perform his obligations, the Fund shall impose a fine under
the procedure of Chapter Ten.
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(2) An assignee in bankruptcy shall owe damages in the amount of the statutory
interest rate for the period for which he has delayed depositing any of the received
cash funds into the special accounts under Article 31, paragraph 1, item 16.

(3) The damages owed by the assignee in bankruptcy under paragraph 2 may be
set off against the respective part of the due remuneration of the persons appointed
as assignee in bankruptcy. The setoff statement shall be addressed to a person ap-
pointed as assignee in bankruptcy in writing by the chairperson of the Fund pursu-
ant to a decision of the Fund’s Management Board, such decision to set out the pe-
riod of delay caused by the assignee in bankruptcy, the amount of the cash funds
not paid on time, the amount of statutory interest owed in respect of the
nondeposited amounts, and written evidence establishing the assignee’s in bank-
ruptcy violation of Article 33, paragraph 3.

(4) An assignee in bankruptcy shall owe damages in respect of any wrongfully
caused harm in carrying out his powers. The damages shall be incorporated into the
bankruptcy estate.

(5) Liability of the persons appointed as assignee in bankruptcy under para-
graphs 2 and 4 of this Article shall be joint and several.

Assignee’s Report Upon Removal from Office

Article 36. (1) Upon his removal an assignee in bankruptcy shall, within a 14-
day period after the date of the decision to remove, submit a written report to the
Fund and to the central bank.

(2) The newly appointed assignee in bankruptcy may raise objections to such re-
port before the Fund within a seven-day period after its submission.

(3) Within a seven-day period after expiration of the period under paragraph 2
the Management Board of the Fund shall rule on the submitted report with a deci-
sion that is not subject to appeal.

Delivery of the Commercial Books and Property

Article 37. Upon his removal from office, an assignee in bankruptcy shall have
the duty to deliver, without delay and in accordance with an inventory, the commer-
cial books and the property under his management to the newly appointed assignee
in bankruptcy or to such other person as the chairperson of the Fund may designate.
Such delivery shall be carried out through a statement of the performed inventory
signed by the assignee in bankruptcy removed from office and by the assignee in
bankruptcy newly appointed. Such statement shall be prepared in the presence of
representatives of the Fund.
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Section 11
Deposit Insurance Fund

Functions of the Fund

Article 38. In the bankruptcy proceedings of a bank the Fund shall protect the in-
terests of the creditors and exercise control on the lawful and appropriate exercise
of the assignee’s powers.

Powers of the Fund

Article 39. (1) The Fund shall have the power to:

1. appoint and remove an assignee in bankruptcy of the bank and establish the
amount of guaranty under Article 28;

2. determine the assignee’s in bankruptcy remuneration;

3. conclude management contracts with the persons appointed as assignees in
bankruptcy;

4. approve the expense budgets relating to bankruptcy estate and monitor its
implementation;

5. grant prior permission to the assignee in bankruptcy to incur extraordinary ex-
penses in the bankruptcy proceedings;

6. grant prior permission to an assignee in bankruptcy for disposal of the bank’s
cash funds;

7. grant prior permission to an assignee in bankruptcy for each action or transac-
tion where the property interest exceeds BGN 3,000 and establish the conditions
under which such action or transaction is executed;

8. approve the plan for the liquidation of the bankruptcy estate’s property and
monitor its implementation;

9. grant permission to the assignee in bankruptcy to undertake actions for liqui-
dation of property or other property rights comprised in the bankruptcy estate des-
ignated by the assignee in bankruptcy, and permit alternative actions to dispose of
such rights of the bankruptcy estate;

10. issue orders to assign such property or property rights comprised in the bank-
ruptcy estate as have been sold in pursuance of Chapter Six;

11. approve partial distribution accounts prepared by the assignee in bankruptcy,
as well as the final distribution account;

12. grant permissions to conclude agreements under the Law on Obligations and
Contracts, Article 65, paragraphs 2 and 3, Articles 99, 101, 102, or 107 regarding
any of the bank’s claims;

13. bring before the bankruptcy court reversal claims under Article 59, para-
graphs 3 and 5 and Article 60, assertion claims under Article 3, paragraph 3, Article
22 and Article 34, paragraph 4, and compensation claims against an assignee in
bankruptcy for damages incurred in carrying out his duties;
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14. issue methodological instructions to the assignee in bankruptcy relating to
the exercise of his powers;

15. impose sanctions on an assignee in bankruptcy pursuant to Article 41;

16. assign inspections and collection of information pursuant to Article 40;

17. make decisions to address setoff statements under Article 35, paragraph 3;

18. take other actions as provided for in this Law and the legislative acts for its
application.

(2) In calculating the amount of the limit under paragraph 1, item 7, the transac-
tions carried out by the assignee in bankruptcy with one entity or related entities for
six months are considered as one transaction.

(3) The Fund’s powers under paragraph 1, items 1, 2, 11, 12, 14, 15, and 17 shall
be exercised by the Management Board and, in all other cases, by the chairperson
of the Fund’s Management Board unless expressly provided for by this Law that
certain powers of the Fund shall be exercised by the Management Board.

(4) (amended; Darjaven Vestnik, issue 59 of 2007, effective as of 1 March 2008)
Acts of the Fund under paragraph 1, item 1, concerning appointment of the assignee
in bankruptcy, and items 4, 5, 6, 7, 8, 9, 12, 14, and 15, except for the measures un-
der Article 41, paragraph 2, item 6, shall not be subject to judicial appeal. In the re-
maining cases, and to extent that nothing else is provided for in this Law, each in-
terested party in the bankruptcy proceedings may appeal the Fund’s acts before the
bankruptcy court within a seven-day period from their issuance under the procedure
of Chapter Twenty-One ‘Appeal of the Definitions’ of the Civil Procedure Code.
The appeal shall not stop the implementation. If the court invalidates entirely or
partially the appealed act, the court shall return the file to the Fund for resolution on
the particular issue.

(5) (amended; Darjaven Vestnik, issue 59 of 2007, effective as of 1 March 2008)
Unless otherwise provided for in this Law, the decisions of the bankruptcy court
under paragraph 4 are subject to cassation appeal under the procedure of Chapter
Twenty-One ‘Appeal of the Definitions’ of the Civil Procedure Code.

(6) The court may not stay the execution of the actions of the Fund under para-
graph 1, item 1. Invalidation of the act of removing the assignee in bankruptcy shall
not restore the person as assignee in bankruptcy in the bankruptcy proceedings.

(7) The chairperson of the Management Board shall account to the Management
Board every three months concerning the performance of his functions under this
Law.

Conducting Inspections and Collecting Information Regarding
Assignee’s Activity

Article 40. (1) The Fund shall have the right, in connection with the exercise of
its functions and powers under this Law and at any time, to:
1. require a bank’s assignee in bankruptcy to present all necessary accounting
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and other documents and information regarding his activities;

2. require from the assignee in bankruptcy to provide written or oral explanation
regarding the performance of certain of his actions or the lack of performance of
necessary actions in the bankruptcy proceedings;

3. require from the assignee in bankruptcy a written report for a certain period or
on a certain matter;

4. perform on-site inspections by authorized officers of the Fund or by other per-
sons.

(2) The actions under paragraph 1 shall be carried out based upon an order of the
chairperson of the Management Board of the Fund, which order shall not be subject
to judicial appeal.

(3) The bank’s creditors, as well as the central bank, may address grounded re-
quests to the chairperson of the Management Board to perform an inspection of cer-
tain circumstances in pursuance of this Article.

(4) In the course of on-site inspections, the persons authorized by the Fund shall
have the right to:

1. unimpeded access to the premises of the bank in bankruptcy;

2. require presentation of accounting and other documentation, and gather infor-
mation relating to the performance of the task assigned to them;

3. request the Management Board of the Fund to appoint experts;

4. examine the assignee’s in bankruptcy journal and the bank’s commercial
books;

5. inspect the contents of the vault;

6. make inspections at other bank or nonbank enterprises on matters relating to
the inspection.

(5) The actions stated under paragraph 4, item 6, may be taken jointly with rep-
resentatives of the central bank.

(6) In relation to the exercise of the controlling powers under this Law, the Fund
shall collect fees as determined by a tariff approved by the Council of Ministers,
which shall be considered bankruptcy expenses.

Sanctions

Article 41. (1) If the Deposit Insurance Fund finds on its own, on notice from
the central bank, or from a creditor of the bank in bankruptcy, that the assignee in
bankruptcy:

1. acts unlawfully in the exercise of his powers;

2. does not exercise his powers or perform his obligations with due care;

3. harms the creditors’ interests with his activity;

4. causes unjustified delays of the bankruptcy proceedings;

5. fails to comply with the instructions of the Fund;
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6. prevents the performance of control over his activities,

the Management Board may make a decision to impose upon the assignee in
bankruptcy any of the measures under paragraph 2.

(2) For the cases under the paragraph 1, the Fund may:

1. address a written warning to the assignee in bankruptcy demanding correction
of his unlawful actions;

2. oblige the assignee in bankruptcy to perform certain immediate actions that
are necessary for protecting the interests of creditors;

3. oblige the assignee in bankruptcy to cease and desist the committed violations;

4. prohibit the assignee in bankruptcy from carrying out certain actions or con-
cluding certain transactions that harm the interests of creditors;

5. reduce the assignee’s in bankruptcy remuneration in the circumstances under
Article 30, paragraph 4;

6. remove the assignee in bankruptcy from office.

(3) The decisions of the Management Board taking any of the measures under
paragraph 2 shall not be subject to judicial appeal, with the exception of such deci-
sions taking a measure under paragraph 2, items 5 and 6.

(4) (amended; Darjaven Vestnik, issue 30 of 2006) When imposing the measures
under paragraph 2, the provisions of the Administrative Procedure Code relating to
the parties’ explanations and objections shall not apply.

(5) The Management Board decisions taking any of the measures under para-
graph 2 shall be subject to immediate execution.

(6) When there is evidence of commission of a crime, the Management Board
shall notify the Prosecutor’s Office.

Limitations

Article 42. (1) The members of the Management Board as well as persons work-
ing for the Fund cannot acquire in any way, directly or through another entity, a
property or right from the bankruptcy estate. This limitation shall apply to spouses
to the persons of the previous sentence, their relatives in a direct line, in a lateral
line to the sixth degree inclusive, and by marriage to the third degree inclusive.

(2) If it is determined that a member of the Fund’s Management Board has vio-
lated paragraph 1, the mandate of this member shall be terminated ahead of term.

Notification of Fund’s Acts

Article 43. The Fund’s acts shall be entered in a separate register, which shall be
public and available in the Fund’s premises at a time indicated by the chairperson of
the Management Board.
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Section III
The Central Bank

Powers of the Central Bank

Article 44. In the bankruptcy proceedings, the central bank shall have the fol-
lowing powers:
1. file petitions to open bankruptcy proceedings against a bank;

2. maintain a list of persons eligible to be appointed assignees in bankruptcy of a
bank;

3. exclude from the list under item 2 a person appointed as assignee in bank-
ruptcy for whom it has been established he has committed violations in relation to
his activity as assignee in bankruptcy; in such case, the Fund shall have the duty to
remove such assignee in bankruptcy from office immediately;

4. file petitions to the bankruptcy court to impose preliminary security measures
under the procedure of Article 12;

5. file petitions to the Management Board of the Fund to impose sanctions on the
assignee in bankruptcy;

6. upon proposal of the Fund, issue ordinances concerning the application of this
Law;

7. take other action as provided for in this Law.

Section IV
Bankruptcy Court

Functions

Article 45. The bankruptcy court shall review and resolve the legal disputes aris-
ing in the bankruptcy proceedings.

Powers of the Bankruptcy Court

Article 46. (1) The bankruptcy court shall have the power to:

1. open the bankruptcy proceedings of a bank with a judgment under Article 13,
paragraph 1;

2. reject petitions in bankruptcy that do not meet the requirements designated in
Article 9, paragraphs 2 and 3;

3. impose preliminary security measures under the procedure of Article 12;

4. impose security measures in the bankruptcy proceedings under the procedure
of Article 53;

5. approve, with a decision under Article 67, paragraph 2, the list of claims ac-
cepted by an assignee in bankruptcy against which no objection has been made;

6. rule on objections challenging claims against the bank not accepted by the as-
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signee in bankruptcy and objections on accepted, but disputed, claims;

7. rule on claims brought under Article 59, paragraphs 3 and 5 or Article 60;

8. rule on assertion claims under Article 3, paragraph 3, Article 22 or Article 34,
paragraph 4;

9. rule on assertion claims under Article 65;

10. rule on appeals in pursuance of Article 89 and on claims under Article 90;

11. order the closure of the bankruptcy proceedings;

12. order the reopening of the bankruptcy proceedings against a bank under the
terms and conditions provided for in Article 111;

13. rule on the appeals against decisions of the Fund in cases provided for in this
Law;

14. give the approval for the sale of the bank as an enterprise under the terms of
Chapter Seven;

15. take other actions as provided for in this Law.

(2) The powers of the bankruptcy court stipulated in this section shall be per-
formed under the terms and procedures of the Civil Procedure Code unless other-
wise provided for in this Law.

Appeals of Determinations and Decisions
of the Bankruptcy Court

Article 47. (1) (amended; Darjaven Vestnik, issue 59 of 2007, effective as of 1
March 2008) The orders and judgments issued by the bankruptcy court in connec-
tion with bankruptcy proceedings shall be subject to appeal under the general pro-
cedure of the Civil Procedure Code, unless otherwise provided for in this Law.

(2) The Supreme Court of Cassations shall commence the case on the day the ap-
peal is filed or on the following business day at the latest and shall review it and is-
sue a decision within a one-month period from the commencement of the case. The
court may not stay the implementation of the judgment.

Court Acts Notifications

Article 48. (1) The bankruptcy court’s acts shall be entered in a separate register,
which shall be public and available on the premises of the bankruptcy court. In the
same register the judgments and determinations of the Court of Cassations against
acts of the bankruptcy court shall be also entered.

(2) For the determinations and judgments of the court that are subject to appeal,
interested parties shall be notified pursuant to the Civil Procedure Code.
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Chapter Four

Preservation, Management and Enhancement of
Property of the Bankruptcy Estate. Protective Measures

Section I
Preservation of the Bankruptcy Estate

Sealing

Article 49. (1) On the date of receipt of a copy of the judgment on the opening of
bankruptcy proceedings by the conservators of the bank or on the following day at
the latest, all the premises, equipment, vehicles and others, where property and
documents of the bank are stored, shall be sealed.

(2) The conservators or persons authorized by them shall perform the sealing
within three days. The sealing procedure shall be attended by representatives of the
Fund, as designated by the chairperson of the Management Board.

(3) Statements shall be drawn up upon sealing, specifying the sealed facilities
and property. The persons under paragraph 2 shall sign the statements.

(4) No premises for storing perishable goods or premises necessary for guarding
and protecting the property of the bank shall be subject to sealing.

Lifting of Seals and Listing the Property of the Bank

Article 50. (1) Within a 30-day period after the assignee in bankruptcy takes
over, a list shall be drawn up of all the immovable and movable property, cash,
valuables, securities, contracts, accounting and other documents, of the receivables
of the bank, and of any property in possession of third parties.

(2) The list referred to in paragraph 1 is made by a commission consisting of rep-
resentatives of conservators and of the assignee in bankruptcy. Representatives of
the Fund, as designated by the chairperson of the Management Board, shall also
participate in the commission. After making the list, a statement is made and signed
by all the persons taking part.

(3) The bank’s conservators and the members of the managing and controlling
bodies of the bank who were acting at the time of the revocation of the license to
conduct bank activity shall provide assistance in drawing up the list. In case of
failure to perform this obligation, the chairperson of the Management Board of the
Fund may impose fines or property sanctions on them under Chapter Ten.

(4) Where additional property is identified after completion of the list, an addi-
tional list shall be drawn up.

Responsibility for the Property Described in the List

Article 51. The assignee in bankruptcy shall be responsible for the property de-
scribed in the list as from the date of drawing up of the list.
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Inventory of the Bank’s Assets and Liabilities

Article 52. (1) Within a seven-day period after the property list is completed, the
assignee in bankruptcy shall start an inventory of the listed property of the bank and
an appraisal of the bank property and property rights of the bankruptcy estate. The
period for inventory and appraisal may not exceed 75 days.

(2) If necessary, and with the approval of the chairperson of the Fund’s Manage-
ment Board, the assignee in bankruptcy may use the assistance of outside experts.
The decision of the chairperson of the Management Board shall not be subject to ju-
dicial appeal.

(3) On the basis of the inventory and appraisal, the assignee in bankruptcy shall
draft a liquidation balance sheet, and if damages are identified he shall take actions
to recover the losses from the entities that caused them.

(4) The assignee in bankruptcy shall immediately submit to the Fund the docu-
mentation from the inventory, appraisal, and liquidation balance sheet.

Security Measures

Article 53. (1) At the request of the assignee in bankruptcy or the Fund the bank-
ruptcy court may allow the measures prescribed in the Law that secure the available
property of the bank.

(2) Except as provided in paragraph 1, no security measures may be imposed on
the rights of the bankruptcy estate after the date of the judgment to open bankruptcy
proceedings against a bank.

Section II
Management of Property of the Estate

Bankruptcy Expenses

Article 54. Bankruptcy expenses shall be:

1. the assignee’s remuneration;

2. the labor remuneration, social security payments and the other payments re-
quired for the labor security relations with the employees of the bank in bankruptcy;

3. the expenses and costs of enhancing, preserving, managing, appraising and
distributing the bankruptcy estate;

4. the remuneration paid to the experts and consultants hired by the assignee in
bankruptcy in connection with exercising of his powers;

5. the fees for supervision collected by the Fund pursuant to Article 40, para-
graph 6.
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Monthly Budget of Bankruptcy Expenses

Article 55. (1) The assignee in bankruptcy shall draw up a monthly budget con-
cerning bankruptcy expenses, forecasting ordinary current expenses related to the
bankruptcy proceedings, as well as the expenditures related to retaining attorneys,
experts or consultants or the payment for appraisals of property and rights of the
bankruptcy estate or other similar extraordinary expenses.

(2) The amounts in the budget concerning bankruptcy expenses may be spent
only for the purposes planned in the budget and only within the month the budget
relates to.

(3) The budget shall be drawn up and submitted to the chairperson of the Man-
agement Board of the Fund not later than 14 days before the beginning of the month
the budget relates to, and, in the case of commencing bankruptcy proceedings, not
later than 14 days after the assignee’s in bankruptcy assumption of office.

(4) The budget shall be implemented upon its approval through an order of the
chairperson of the Management Board of the Fund.

(5) Where the chairperson of the Management Board of the Fund refuses to ap-
prove the submitted budget, he shall instruct the assignee in bankruptcy as to the
amendments required for the budget to be approved.

(6) The assignee in bankruptcy shall fulfil the instructions given under paragraph
5 and submit a new budget to the Fund within a seven-day period after receiving the
instructions but not later than three days before the beginning of the month the bud-
get relates to.

(7) Where any unplanned extraordinary expenses become necessary during the
respective month, the assignee in bankruptcy shall have the right to incur such ex-
penses upon receiving approval by the chairperson of the Management Board of the
Fund. Where it is urgent, for the sake of preserving the bankruptcy estate, to incur
such expenses, and it is not possible to receive prior permission, the assignee in
bankruptcy may incur such expenses and then request their subsequent confirma-
tion.

(8) Any amount by which the assignee in bankruptcy exceeds, without permis-
sion, the budget approved by the Fund, as well as any expenses made for purposes
other than the planned ones shall be considered as damages caused by the assignee
in bankruptcy to the bankruptcy estate until the opposite is proven.

(9) By order of the chairperson of the Management Board of the Fund the period
for which the budget is drawn up under paragraph 1 may be altered.

(10) The orders of the chairperson of the Management Board of the Fund under
this Article shall not be subject to judicial appeal.
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Receipt of Property Placed in the Bank for Safekeeping

Article 56. (1) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1
October 2006; issue 59 of 2006) Within six months after entry of the decision under
Article 13, paragraph 1, the assignee in bankruptcy shall send a notice by registered
mail to the addresses contained in the documentation available at the bank of each
user of a bank safe-deposit box or any other entity who has left property for safe-
keeping by the bank, advising such entities of the nature and amount of the claim
according to the bank’s documentation. If the entity has changed his address with-
out notifying the bank of this, the notice shall be deemed delivered.

(2) (amended; Darjaven Vestnik, issue 59 of 2006) The notice under paragraph 1
shall prescribe the time limit for the users of bank safe-deposit boxes and entities
who have left property for safekeeping by the bank to receive their property either
in person or through a person authorized by them.

(3) (amended; Darjaven Vestnik, issue 59 of 2006) Any bank safe-deposit box
that has not been vacated within the prescribed time limit shall be opened by the as-
signee in bankruptcy in the presence of a Notary Public. A list of the property avail-
able therein shall be drawn up and signed by the assignee in bankruptcy, the Notary
Public, and other persons present.

(4) The property identified under paragraph 3, as well as any other property in
the bank’s safekeeping, that are not received within the prescribed time limit shall
be kept in the assignee’s safekeeping pending the completion of the case.

(5) Any property that has not been claimed by the completion of the case shall be
delivered to the central bank or a commercial bank designated by it, and if the bank
has been sold as an enterprise under Articles 91-92, to the purchaser. Such property
shall become property of the state after five years from delivery.

Collection of the Bank’s Receivables

Article 57. (1) The assignee in bankruptcy shall be obligated to undertake all
necessary actions and use all permissible legal means for collection of the bank’s
receivables, including the unpaid payments for subscribed shares from the bank’s
shareholders.

(2) The inclusion of a receivable in the liquidation plan and the commencement
of a liquidation procedure for the claim shall not discharge the assignee in bank-
ruptcy from his obligation under paragraph 1 until the date of the public disposition
of the respective receivable.

(3) Within a six-month period from assuming office the assignee in bankruptcy
shall perform an inquiry concerning the existence of information for damages
caused to the bank by its former administrators and, upon finding such information,
shall file indemnification claims in the bankruptcy court for damages against the
guilty parties.
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(4) Where appropriate and in the interest of the bank’s creditors, the assignee in
bankruptcy may, after receiving the approval of the Fund’s Management Board,
conclude agreements under Article 65, paragraphs 2 and 3 or Articles 99, 101, 102,
and 107 of the Law on Obligations and Contracts, regarding the bank’s receivables.
The Management Board shall establish the conditions under which these actions
may be carried out.

(5) (amended; Darjaven Vestnik, issue 59 of 2007, effective as of 1 March 2008)
When a credit is unpaid on maturity, the assignee in bankruptcy shall have the right
to obtain a writ of immediate execution under the procedure of Article 418 of the
Civil Procedure Code on the basis of a statement of account.

Section III
Enhancement of the Bankruptcy Estate

Termination of a Contract

Article 58. (1) The assignee in bankruptcy may terminate any contract con-
cluded before the date of the decision to open bankruptcy proceedings and to which
the bank is a party, if it is wholly or partially unperformed.

(2) Upon termination of a contract, the assignee in bankruptcy shall send a
15-day advance notice. Upon termination of a contract under which the bank is the
lessee of real estate, regardless of the term thereof, the assignee in bankruptcy shall
send a 60-day advance notice.

(3) In the case of termination of contracts under which the bank is a lessee of real
estate, under paragraphs 1 and 2, the counterparty shall not be entitled to compensa-
tion for damages suffered by reason of the termination.

(4) At the request of a counterparty under a contract with the bank, the assignee
in bankruptcy shall reply within 15 days whether the contract shall be kept in effect
or terminated.

(5) Upon keeping in effect a contract under which the bank makes periodic pay-
ments, the assignee in bankruptcy shall not have the right to make any contractual
payments that were overdue prior to the date of the judgment opening the bank-
ruptcy proceedings.

Setoff

Article 59. (1) A creditor may set off its debt to the bank if, prior to the date of
the judgment to open bankruptcy proceedings, the two debts were in existence and
were counter-obligations and homogeneous and his debt had become due. Where
the claim became due during the bankruptcy proceedings or as a result of the judg-
ment to open bankruptcy proceedings, or where the homogeneity of the two debts
has occurred as a result of this judgment, the creditor may carry out a setoff only af-
ter the claim becomes due or, respectively, the occurrence of homogeneity.
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(2) The setoff statement shall be sent to the assignee in bankruptcy in writing
with the signature being attested by a Notary Public.

(3) The setoff may be declared invalid with respect to the bankruptcy creditors,
where the creditor has acquired the claim and the debt prior to the date of the judg-
ment opening the bankruptcy proceedings but the creditor was aware as of the time
of the acquisition of the claim or the debt that insolvency had occurred or that a pe-
tition in bankruptcy had been filed.

(4) (amended; Darjaven Vestnik, issue 34 of 2006; issue 59 of 2006) The credi-
tor shall be deemed to have been aware of the occurrence of insolvency where the
claim or the debt was acquired after the date of entry of the decision of the central
bank to revoke the license to conduct bank activity under Article 36, paragraph 2 of
the Law on Credit Institutions.

(5) Any setoff by the debtor after the initial date of the insolvency shall be con-
sidered invalid with respect to the bankruptcy creditors, regardless of the time of
occurrence of the two counter debts, except for that portion which the creditor
would have received in the distribution of the liquidated property.

Reversal Claims

Article 60. (1) The following actions and transactions by the bank may be de-
clared invalid by the bankruptcy court with respect to the bankruptcy creditors:

1. a gratuitous transaction executed within three years prior to the date of insol-
vency;

2. a gratuitous transaction executed within five years prior to the date of insol-
vency in favor of administrative officers or shareholders of the bank or entities re-
lated to them;

3. a transaction or an action executed within five years prior to the insolvency
date with the intention to damage the bank’s creditors;

4. discharge of a monetary obligation through transfer of title that was executed
within six months prior to the insolvency date, where return would result in an in-
crease of the amount that the creditors would receive in distributing bank’s liqui-
dated property;

5. a transaction executed within two years prior to the insolvency date, damaging
the creditors, one side of which is a bank-related entity, an administrative officer or
a shareholder of the bank, as well as their spouse, relative in a direct line, or in a lat-
eral line to the sixth degree inclusive, or an entity related to them;

6. a nongratuitous transaction executed within two years prior to the insolvency
date where the consideration substantially exceeds the value received;

7. a pledge, mortgage or another security given within one year prior to the insol-
vency date in favor of a claim that was unsecured at that time.

(2) The bankruptcy court may declare actions and transactions under paragraph 1
executed by the bank after the insolvency date but before the date of the judgment
under Article 13, paragraph 1 invalid with respect to the bankruptcy creditors. If the
grounds under Article 3, paragraph 3 or Article 22, paragraph 2 are present simulta-
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neously with the transactions or actions under the previous sentence, they shall be
null and void with respect to the bankruptcy creditors.

(3) The petitions under paragraphs 1 and 2, as well as the nullity petitions under
Article 3, paragraph 3 or Article 22, paragraph 2, may be filed by the assignee in
bankruptcy, as well as by the Fund upon inaction by the assignee in bankruptcy.

(4) For petitions under paragraphs 1, 2, and 3, no preliminary state fee shall be
collected. If the petition is granted, the state fee is then paid by the losing defendant.
If the claim is rejected, then the state fee is collected from the bankruptcy estate.

(5) The bankruptcy court may declare actions and transactions under paragraph
1, items 3, 4, or 5, executed by the assignee in bankruptcy in the exercise of his
powers in the bankruptcy proceedings invalid with respect to the bankruptcy credi-
tors on the grounds of a petition filed by the Fund. Where the grounds of Article 22
or Article 34, paragraph 4 are also simultaneously present to the transactions or ac-
tions under the previous sentence, they shall be null and void with respect to the
bankruptcy creditors. Paragraph 4 shall apply to these petitions.

Return of What Was Given by the Third Party

Article 61. In the case of a transaction or an action, with respect to which the
provisions of Article 3, paragraph 3, Article 22, Article 34, paragraph 4 or Article
60 apply, what has been given by the third party shall be subject to return or, where
what has been given is not included in the property of the bankruptcy estate or
money is owed, the third party shall become a creditor.

Filing Reversal Petition

Article 62. (1) A petition under Article 59, paragraphs 3 or 5, as well as the peti-
tions under Article 60 may be filed not only by the entities under Article 60, para-
graph 3 but also by each creditor of the bank within two years after opening of the
bankruptcy proceedings or, in the event of a petition under Article 60, paragraph 5,
within a six-month period after execution of the transaction or action.

(2) The petitions under paragraph 1 shall be filed with the bankruptcy court.

Chapter Five
Assertion of Claims

Petition to Assert Claims

Article 63. (1) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1
October 2006) Creditors shall assert their claims in writing before the assignee in
bankruptcy within a period of two months after entry of the decision under Article
13, paragraph 1.

(2) The creditors under paragraph 1 shall specify in their petition the grounds for
and amount of the claim, the privileges and collateral, the correspondence address
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in accordance with the head office of the bank, and enclose written evidence
thereof.

(3) The claims of depositors of the bank, as well as the claims of workers and
employees arising out of the labor relationship with the bank, having occurred
within a year prior to the date of the judgment opening the bankruptcy proceedings,
as well as public claims established with enforceable acts, shall be considered as-
serted and the assignee in bankruptcy shall include them in the list under Article 64,
paragraph 1. This shall not cancel the right of the entities under the previous sen-
tence to assert their claims before the assignee in bankruptcy within the time limit
under paragraph 1.

Initial List of Claims Accepted by the Assignee in Bankruptcy

Article 64. (1) Within a 14-day period after the expiration of the time limit under
Article 63, paragraph 1, the assignee in bankruptcy shall draw up a list of the claims
accepted by him, specifying the reasons for and the accepted amount of the claim,
the type and amount of the collateral, and the order of satisfaction of this claim un-
der this Law. Claims shall be organized in the list in accordance with the sequence
of satisfaction and, within this sequence, in accordance with their size.

(2) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006) After the list is drawn up, the assignee in bankruptcy shall announce in the
Commercial Register and publish at least twice in one or more central daily news-
papers a notice of the place, where the list shall be made available for inspection
within a 14-day period after the announcement.

Additionally Asserted Claims

Article 65. (1) Creditors who fail to assert their claims within the time limit un-
der Article 63, paragraph 1 may file assertion claims against the bank with the
bankruptcy court within a one-year period after the date of the judgment under Ar-
ticle 13, paragraph 1.

(2) The claims asserted shall be accepted in the bankruptcy proceedings as from
the effective date of the judgment to grant the petition under paragraph 1.

(3) A creditor with a claim under paragraph 1 may not dispute claims already ac-
cepted or distribution already performed and shall be satisfied from the remainder,
where the liquidated property has already been distributed. The state fees and the
additional expenses for accepting the claim shall be borne by the creditor.

Disputing the List

Article 66. (1) Within a 14-day period after the expiration of the time limit under
Article 64, paragraph 2, any depositor, another creditor or one or more shareholders
with a total of at least 25 per cent of all voting shares in the bank may make a writ-
ten objection before the assignee in bankruptcy against a claim accepted or unac-
cepted in the list.
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(2) The objection shall be examined within a 14-day period after the expiration
of the period under paragraph 1 jointly by the assignee in bankruptcy, the creditor
whose inclusion in or exclusion from the list is disputed, and the entities making
objections under paragraph 1.

(3) After the examination of the objection pursuant to paragraph 2, the assignee
in bankruptcy shall make the final decision on exclusion or inclusion of the claims
in the list of claims accepted by him, advising the entities under paragraph 2
thereof.

(4) Within seven days after the notification, any entity that has filed an objection
pursuant to paragraph 2 may dispute before the bankruptcy court the decision of the
assignee in bankruptcy under paragraph 3 only with respect to the disputed claim.
The objection before the court shall be filed through the assignee in bankruptcy.

(5) Within a three-day period after the expiration of the time limit under para-
graph 4, the assignee in bankruptcy shall draw up:

1. a list of the accepted claims against which no objection is made;

2. a list of the unaccepted claims for which an objection has been presented be-
fore the court in compliance with the requirements of paragraph 4;

3. a list of the accepted claims that are disputed before the court through objec-
tion in compliance with the requirements of paragraph 4.

(6) The claims in the lists under paragraph 5 shall be organized in accordance
with the sequence of satisfaction under Article 94, paragraph 1 and, within this se-
quence, in accordance with their size.

(7) The objections made, the evidence presented for them, and evidence concern-
ing the observance of the requirements under paragraph 4 shall be attached to the
lists under paragraph 5, items 2 and 3.

Approval of the List of Accepted and Undisputed Claims

Article 67. (1) The assignee in bankruptcy shall provide the bankruptcy court
with the lists under Article 66, paragraph 5, together with the documents under Ar-
ticle 66, paragraph 7 within a three-day period after the drawing up of these lists.

(2) The court shall examine and approve the list of accepted and undisputed
claims within 14 days from receipt in a closed session, issuing a judgment. In this
case, the court judgment shall not be subject to appeal.

Court Examination of the Objections Made

Article 68. (1) The bankruptcy court shall examine the objections made under
Article 66, paragraph 4 in an open session, summoning the assignee in bankruptcy,
the creditor with the disputed claim and the creditor making the objection, issuing a
judgment on each of the objections made.

(2) The court judgment under paragraph 1 shall rule on supplementing the list
under Article 67, paragraph 2, specifying the type, grounds for and amount of the
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claim, to be included in the list, the type and amount of collateral and the sequence
of satisfaction provided that:

1. an objection against a claim that was not accepted by the assignee in bank-
ruptcy has been granted wholly or in part;

2. an objection to a claim accepted by the assignee in bankruptcy has been re-
jected wholly or in part.

(3) The court shall rule on all objections within one month after their receipt pur-
suant to the provisions of Article 67, paragraph 1.

Accepted Claims

Article 69. (1) A claim included in the list under Article 67, paragraph 2, as well
as cases under Article 20, paragraph 4, Article 65, paragraph 2, and Article 68,
paragraph 2 shall be deemed accepted in the bankruptcy proceedings:

1. from the moment of issuance of the judgment under Article 67, paragraph 2 on
the approval of the list of accepted and undisputed claims;

2. from the moment of entry into force of the court judgment under Article 68,
paragraph 2 concerning the claim;

3. from the moment of entry into force of the court judgment under Article 65,
paragraph 2 concerning the claim;

4. from the moment of entry into force of judgment under Article 20, paragraph
4 recognizing a creditor’s claim against the bank.

(2) The entry into force of the judgments under Article 65, paragraph 2, Article
67, paragraph 2 and Article 68, paragraph 2 shall have declaratory effect with re-
spect to the bank and all bankruptcy creditors.

Undisputable Claims

Article 70. No claim established in judgment coming into force after the date of
opening the bankruptcy proceedings shall be subject to attack where the assignee in
bankruptcy has participated in the proceedings.

Supplementing the List of the Accepted Claims Approved
by the Court

Article 71. (1) The assignee in bankruptcy shall supplement the list under Article
67, paragraph 2 with the claims established by a judgment under Article 65, para-
graph 2 or Article 68, paragraph 2. The assignee in bankruptcy shall supplement the
list also with the claims that are the subject of a judgment under Article 20, para-
graph 4, where the judgment acknowledges the claim asserted by the creditor.

(2) The list shall be supplemented as of the date that the judgments under para-
graph 1 come into force.
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Chapter Six
Liquidation of Property of the Bank

Section I
General Provisions

Scope

Article 72. (1) The property and the other property rights included in the prop-
erty of the estate separately, in sets, in distinct parts, or as a whole shall be con-
verted into cash under the conditions and procedures set forth in this Chapter.

(2) (amended; Darjaven Vestnik, issue 67 of 2008) The assignee in bankruptcy
shall deposit collected money claims in a special account in levs, and the foreign-
denominated amounts in special accounts in the respective currency, opened in
banks under Article 2, paragraph 5 of the Law on Credit Institutions. The bank in
bankruptcy may have only one of each indicated types of accounts.

(3) (amended; Darjaven Vestnik, issue 105 of 2005: effective as of 1 January
2006) For cases that are not provided for under this Chapter, the provisions of
Chapters Twenty-six and Twenty-seven of the Tax Insurance Procedure Code shall
be applicable.

Public Disposition of Property and Property Rights

Article 73. (1) The property and property rights in the bankruptcy estate shall be
liquidated by the assignee of the bank by means of a public disposition, except for
the special cases of sale or as provided in Article 85, paragraph 6, item 2.

(2) The manner of liquidation and the method for carrying out a public disposi-
tion of the individual rights included in the bankruptcy estate shall be determined by
the assignee in bankruptcy and approved by the Fund.

(3) The property or right being liquidated shall be sold ‘as is’ at the time of the
sale and the purchasers may not complain of defects of the property or right pur-
chased.

Methods of Public Disposition

Article 74. (1) The public disposition shall be performed through a public sale,
through an auction with open bidding, or through an auction with secret bidding.

(2) Liquidation through public disposition shall apply only to movable property
at a value of up to BGN 1,000 or sets of movable property if the total value of the
property included in the set does not exceed BGN 2,000.

(3) Where the sale is completed through auction, it shall be valid even where
only one purchaser participates in the auction, provided that the price offered is not
lower than the initial auction price.
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Subject of Public Disposition

Article 75. (1) The property and property rights of the bank may be subject to
public disposition as a whole, distinct parts, sets of property or claims, or separate
property and property rights.

(2) Where property and property rights are sold as a whole, in sets or distinct
parts, creditors may not be placed in less favorable circumstances than in the case
of sale of individual property and property rights.

Effect of Public Disposition

Article 76. (1) (amended; Darjaven Vestnik, issue 59 of 2007; effective as of 1
March 2008) The movable property sold at public sale and the rights over them that
may be valued in money shall become ownership of the purchaser even where they
have not been owned by the bank. The previous owner shall enjoy the rights under
Article 482, paragraph 3 of the Civil Procedure Code.

(2) (amended; Darjaven Vestnik, issue 59 of 2007; effective as of 1 March 2008)
Where an enforceable court judgment establishes that the immovable properties or
other property rights over them do not belong to the bank, the provisions of Ar-
ticle 499 of the Civil Procedure Code shall apply.

(3) The receivables of the bank sold through public disposition shall retain their
privileges and collateral without the necessity for entry in the relevant registers or
other additional actions.

(4) After the date of enforcement of an order of assignment to the purchaser un-
der public disposition under this Chapter, the rights that third parties have acquired
on the property or right may not be asserted if such rights could not have been as-
serted against the bank’s creditors.

(5) On carrying out a public disposition of immovable property, all mortgages
and every property right established after the first mortgage shall be considered ex-
tinguished.

(6) On carrying out a public disposition of a receivable, all pledges or freezes on
the receivable shall be considered extinguished.

Record of Liquidation Activity

Article 77. (1) For each liquidation action, the assignee in bankruptcy shall draw
up a statement specifying the date and place of its drawing up, the action under-
taken, the claims filed, the amounts collected and the expenses incurred.

(2) All statements prepared for liquidation actions on property or rights for
which an assignment order is requested shall be attached to the request to the Fund
for issuance of an assignment order on the respective property or rights.
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Section 11
Commencement of the Liquidation Procedure

Liquidation Plan

Article 78. (1) Within a 14-day period after completion of the inventory proce-
dure under Article 52, the assignee in bankruptcy shall prepare a liquidation plan
for the property included in the bankruptcy estate.

(2) The plan under paragraph 1 must specify the initial date of commencement of
the liquidation procedure and the deadline for liquidating all property and property
rights in the bankruptcy estate.

(3) The liquidation plan shall specify the type and book value of the assets to be
liquidated during each month within the time limit under the liquidation plan, the
manner of liquidation of such assets, the initial date and the place for the perfor-
mance of the respective procedure, and the estimated amount to be received during
the respective month as a result of the liquidation.

(4) The liquidation plan shall not include:

1. the property and property rights in the bankruptcy estate that are the subject of
litigation as to the existence, amount, and content of the bank’s rights;

2. the property that is not in the bank’s possession;

3. the rights and property, for which the bank has insufficient evidence to prove
its rights thereto and for which third parties have filed claims that are likely to be
well-grounded;

4. pledged property or receivables where law allows the creditor to sell them
without court intervention, except where the secured creditor’s claim has been de-
nied acceptance in the bankruptcy proceedings.

(5) The property and rights under paragraph 4, items 1-3 shall be subsequently
included in the liquidation plan after the bank’s rights over them have been proven
beyond any doubt.

(6) The Fund shall approve or refuse to approve the liquidation plan by order of
the chairperson of the Management Board, which shall not be subject to judicial ap-
peal.

(7) Where the Fund has refused to approve the liquidation plan, the chairperson
of the Management Board shall give the assignee in bankruptcy instructions in writ-
ing as to the necessary changes and amendments. The assignee in bankruptcy shall
carry out the instructions and submit a new plan to the Fund within a ten-day period
after receipt of such instructions.

(8) After its approval, the liquidation plan may be changed or amended by the as-
signee in bankruptcy only with the prior approval in writing by the chairperson of
the Management Board of the Fund.

(9) Where it is ascertained as a result of an appeal under Articles 88 or 89 or
through an enforceable judgment that some property or right included in the liqui-
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dation plan does not belong to the bank, such property or right shall be excluded
from the plan pursuant to paragraph 8.

Drawing up of a List of the Property and the Rights Included in the
Liquidation Plan

Article 79. (1) Within a 14-day period after approval of the liquidation plan, the
assignee in bankruptcy shall draw up lists of all property and property rights in-
cluded in the liquidation plan for the first month as from the initial date of com-
mencement of the liquidation procedure.

(2) The lists under paragraph 1 may be drawn up also by persons specifically au-
thorized to do so by the assignee in bankruptcy through a power of attorney attested
by a Notary Public.

(3) The lists shall specify:

1. the date and place of their drawing up;

2. the grounds for drawing up the lists;

3. the full name and position of the person drawing up the list, and, in the case of
a person authorized by the assignee in bankruptcy, the number and date of the
power of attorney;

4. detailed description of the property or right, specifying:

(a) for movable property — location, pledges, freezes, as well as taxes due, if any;

(b) for immovable property — location and boundaries of the property, mortgages
and attachments, as well as taxes due;

(c) for receivables — reasons, amount as of the date of the list, description of the
privileges and collateral, freezes or pledges, details of the debtor and other charac-
teristic features;

(d) for other rights — reasons, type and other characteristic features of the right.

5. an appraisal of the property or right;

6. rights claimed by third parties in the described property or right, as well as the
evidence presented by such third parties in support of their claims;

7. the signature of the person who has drawn up the list and of the third parties
claiming the described property or right.

(4) (amended; Darjaven Vestnik, issue 36 of 2004, issue 105 of 2005: effective
as of 1 January 2006) ) Immovable property shall be included in the list only if the
assignee in bankruptcy is satisfied that the owner of such property is the bank. For
this purpose, the assignee in bankruptcy may make inquiries with the respective ter-
ritorial directorate of the National Revenue Agency and the recordation office.
Where no sure evidence exists as to the title, the possession as of the date attach-
ment was imposed shall be taken into consideration.

(5) The assignee in bankruptcy shall draw up a list of the property and rights that
are to be liquidated during the respective following month in accordance with the
liquidation plan within ten days before the beginning of the month.
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Appraisal of the Property and Rights in the Lists

Article 80. (1) The property and rights included in the lists under Article 79 shall
be appraised at market value by a entity designated under Article 52.

(2) The findings of the appraisal shall be prepared in written form and submitted
to the assignee in bankruptcy not later than the date on which the respective prop-
erty or right is included in the list. The findings shall specify the appraisal method
and the reasons for the indicated price of the property or right.

(3) The valuation of immovable property may not be less than its tax value, and
the valuation of motor vehicles may not be less than their insured value.

(4) Where dissatisfied with the appraisal, the assignee in bankruptcy or a creditor
in the bankruptcy proceedings may within a three-day period after the list is drawn
up request the chairperson of the Management Board of the Fund to reexamine the
appraisal, stating the reasons in writing for such request.

(5) (amended; Darjaven Vestnik, issue 59 of 2006) At his own discretion or upon
finding a request under paragraph 4 justified, the chairperson of the Management
Board of the Fund shall assign a new appraisal of the respective property or right by
another specialized auditing company which satisfies the requirements of Article 76
of the Law on Credit Institutions, which appraisal shall be final. The assignee in
bankruptcy shall include the new appraisal in the list.

(6) The remuneration paid to the appraisers of property and rights shall be deter-
mined by the assignee in bankruptcy and approved by the Fund under Article 52 or
Article 55.

Keeping the Property on the List in Custody

Article 81. (1) The property in the list shall be kept in custody by a person ap-
pointed by the assignee in bankruptcy or stored at a place selected by the assignee
in bankruptcy.

(2) The custodial person shall be selected with a view to his personality, the na-
ture of the property, and the place where the property is located or will be stored.

(3) The property in the list shall be delivered to the custodial person against his
signature.

(4) The custodial person shall keep the property as a good merchant, keep ac-
count of the income from the property and the expenses for custody, and provide
access to the property for persons desiring to inspect the property at a time specified
by the assignee in bankruptcy. If these obligations are not performed the assignee in
bankruptcy may appoint another custodial person.

(5) Where the custodial person is not an officer of the bank, the assignee in bank-
ruptcy shall determine his remuneration, which is to be paid from the bankruptcy
estate.
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Permission for Public Disposition

Article 82. (1) Within three days after the list is drawn up and, in the cases under
Article 80, paragraph 5, after the new appraisal is given, the assignee in bankruptcy
shall submit a proposal to the Fund for a public disposition of the property or rights
in the list.

(2) The proposal under paragraph 1 of the assignee in bankruptcy shall specify
the selected method of the public disposition, the subject of liquidation, the initial
price of the public disposition and the date of commencement of the public disposi-
tion.

(3) The initial price of the disposition, as proposed by the assignee in bank-
ruptcy, may not be lower than 60 per cent of the appraisal specified in the list, and
in the case of a public disposition, 80 per cent of the appraisal.

(4) The date of commencement of the disposition, as proposed by the assignee in
bankruptcy, shall be in compliance with the liquidation plan.

(5) The statement in the list drawn up and the findings of the appraiser under Ar-
ticle 80, paragraphs 2 or 5 shall be attached to the proposal of the assignee in bank-
ruptcy.

(6) The Fund shall give permission for the public disposition of the property
and/or rights as proposed by the assignee in bankruptcy:

1. where no conditions exist under Article 80, paragraph 5 for reexamination of
the appraisal, and

2. where the proposal of the assignee in bankruptcy complies with the liquidation
plan and the requirements under this Chapter.

(7) Where the Deposit Insurance Fund refuses to approve the assignee’s in bank-
ruptcy proposal, the chairperson of the Fund shall advise the assignee in bankruptcy
thereof in writing and instruct the assignee in bankruptcy on the action to be under-
taken in order to obtain the permission. The chairperson shall specify the time limit
for the assignee in bankruptcy to fulfil the instructions in the notification.

(8) The assignee in bankruptcy shall submit a new proposal to the Fund, having
fulfilled the instructions under paragraph 7.

(9) The Deposit Insurance Fund shall give permission for the public disposition
or refuse to issue such permission by order of the chairperson of the Management
Board, which is not subject to judicial appeal.

Notice on Public Disposition

Article 83. (1) The assignee in bankruptcy shall send a notice on the public dis-
position within a three-day period after obtaining the permission by the Fund.

(2) The notice under paragraph 1 must specify:

1. name and address of the head office of the bank in bankruptcy;
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2. number and date of the order of the chairperson of the Management Board of
the Fund to give permission for the public disposition;

3. method of carrying out the public disposition;

4. list of the property or rights that are the subject of the public disposition and,
in the case of sale as a whole, in sets or distinct parts thereof, the manner of exhib-
iting them for sale;

5. initial selling price of the property or rights that are the subject of the public
disposition;

6. description of the property or rights that are the subject of the public disposi-
tion, including information about any encumbrances or liens;

7. time and place of inspection;

8. time and place of the disposition;

9. if public disposition is through an auction, the auction rules, the amount of the
deposit for participation, the manner of paying it and the deadline for payment;

10. any other conditions related to the selected disposition method, including the
announcement about the place where the auction documentation is made available
to all potential purchasers of the property or right or the conditions of purchase.

(3) The notice of the sale shall be announced by placing it visibly in the building
of the head office of the bank, the place where the property is located or the docu-
mentation concerning the right is available, the place where the public disposition
will be held, the places designated for such purposes in the building of the bank-
ruptcy court, and the municipal building of the place where the property is located.

(4) The notice of the sale shall be announced at least seven days prior to the date
of the public disposition.

(5) By determination of the chairperson of the Management Board of the Fund in
each specific case the public disposition shall also be announced via a notice in one
or several central daily newspapers.

(6) On the date of the sale, the assignee in bankruptcy shall draw up a statement
specifying the date and manner of announcing the public disposition.

(7) Where the appraisal of the property or right is over BGN 20,000, the notifica-
tion of the public disposition shall be published in one central daily newspaper at
least ten days before the disposition.

Section I1I
Performing the Public Disposition

Public Sale

Article 84. (1) A public sale shall be carried out for movable property or sets of
movable property under Article 74, paragraph 2 that are located at the place of the
sale and which are delivered to the purchaser upon payment of the price.
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(2) Public sales shall be performed by the assignee in bankruptcy at permanent
locations specified by him.

(3) (amended; Darjaven Vestnik, issue 105 of 2005) The provisions of Article
244, paragraphs 2 and 3 and Article 245, paragraphs 1 and 2 of the Tax Insurance
Procedure Code shall apply to public sales, whereby the assignee in bankruptcy
shall exercise the powers of a public executing officer and the chairperson of the
Fund shall issue the assignment order.

(4) Where the property is not sold within a five-month period after its offering
for sale, it shall be sold at a negotiated price. In such case the chairperson of the
Fund shall issue an assignment order, provided that the chairperson approves of the
agreed price of the property.

(5) Where the property is not sold within nine months after its offering for sale,
with approval of the chairperson of the Fund it shall be handed over to social wel-
fare establishments or destroyed.

(6) Where a sale of movables requires use of a special form, it shall be deemed
observed upon the issuance of the assignment order in the public sale.

Sale at an Auction

Article 85. (1) The sale at an auction with open or secret bidding shall be per-
formed at a place and time as specified by the assignee in bankruptcy.

(2) The deposit for participation in the auction shall be ten per cent of the an-
nounced initial selling price. The document for the payment of the deposit shall be
submitted to the assignee in bankruptcy not later than the announced starting time
for conducting the auction.

(3) (amended; Darjaven Vestnik, issue 105 of 2005: effective as of 1 January
2006) The provisions of Article 247, Article 248, Article 249, paragraphs 2 and 3,
Article 250, paragraph 1, item 3 and Article 253 of the Tax Insurance Procedure
Code shall apply to auctions with open bidding, whereby the assignee in bank-
ruptcy shall exercise the powers of a public executing officer, while the chairperson
of the Fund shall issue the assignment orders. Where the successful bidder fails to
pay the proposed price to a special account specified by the assignee in bankruptcy
within the prescribed time limits, the deposit paid by the purchaser shall be used to
cover the expenses of the auction, while the remainder shall be included in the
bankruptcy estate.

(4) (amended; Darjaven Vestnik, issue 105 of 2005: effective as of 1 January
2006) Where property or a right has been purchased at an auction with open bidding
by an entity that did not have the right to bid, the assignment shall be invalid. In this
case, the amount paid by the purchaser shall be retained in the property of the es-
tate, while the assignee in bankruptcy shall offer the invalidly assigned property or
right in pursuance of the provisions of Article 249 of the Tax Insurance Procedure
Code.
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(5) (amended; Darjaven Vestnik, issue 105 of 2005: effective as of 1 January
2006) The provisions of Articles 251-253 of the Tax Insurance Procedure Code
shall apply to auctions with secret bidding, whereby the assignee in bankruptcy
shall exercise the powers of a public executing officer, while the chairperson of the
Fund shall issue the assignment orders.

(6) Upon failure to sell the property or right at an auction conducted with open or
with secret bidding, the chairperson of the Management Board of the Fund may al-
low, at the proposal of the assignee in bankruptcy, any of the following options:

1. scheduling of a new auction for the property or the right at a reduced price to
50 per cent of the initial appraisal; or

2. sale through direct negotiations or an intermediary.

(7) The sale contracts under paragraph 6, item 2, shall become effective upon
their approval by an order of the chairperson of the Management Board of the Fund.

(8) Where a creditor with an accepted claim has won an auction under para-
graphs 1-7, he shall be entitled to setoff from the price due from him with such por-
tion of his claim against the bank as he would receive in a distribution from the lig-
uidation of property of the bankruptcy estate as of the moment of such setoff, in ac-
cordance with a partial distribution account confirmed as of such time.

Appeal against Sales at Auctions

Article 86. (1) Any sale at an auction may be appealed within a three-day period
after the results of the auction are announced by a participant in the auction whose
bid includes a higher price than the price offered by the successful bidder, and also
where the successful bidder had no right to take part in the bidding and the price of-
fered by the appellant comes second after the price of the successful bidder.

(2) The appeal under paragraph 1 shall be filed through the assignee in bank-
ruptcy and examined in pursuance of the provisions of Articles 88 and 89.

(3) If an appeal is filed, the chairperson of the Fund shall not issue any assign-
ment order.

(4) The appellant shall deposit its full price into a special account with the bank,
as a precondition for the regularity of the appeal. Where the appeal is upheld, the
appellant shall be announced to be the purchaser.

(5) Where the court upholds the appeal, the court judgment shall be final, not
subject to appeal, and have the effect of an assignment order.

(6) Where the appeal is not upheld, the chairperson of the Fund’s Management
Board shall issue an assignment order to the purchaser announced by the assignee in
bankruptcy and give instructions to have the price deposited by the appellant released.

(7) Where the appeal is granted and the appellant is announced to be the pur-
chaser, the assignee in bankruptcy shall release the price deposited by the purchaser
he has announced except where the purchaser announced by him did not have the
right to take part in the bidding. In these cases, the price deposited by the purchaser
announced by the assignee in bankruptcy shall remain in the bankruptcy estate.
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Special Cases of Sale

Article 87. (1) (amended; Darjaven Vestnik, issue 105 of 2005: effective as of
1 January 2006) The provisions of Article 258, paragraphs 1-5 of the Tax Insurance
Procedure Code shall apply to the sale of co-owned property, whereby the assignee
in bankruptcy shall exercise the powers of a public executing officer, while the as-
signment orders are signed by the chairperson of the Fund. The portion owned by
the bank shall be offered for sale to the co-owner at a price equal to the appraisal as
specified in the list and, where the co-owner agrees in writing to pay the price, the
assignee in bankruptcy shall specify the payment deadline. The property shall be
assigned to the co-owner upon payment of the price through an assignment order.

(2) The third party that is a co-owner of the property may appeal the execution
actions under Articles 88 and 89 if the requirements under paragraph 1 are not met.

(3) Equity interests held by the bank in other companies shall be sold pursuant to
the provisions of Article 85, after having been offered for purchase by the other
partners at a price established under Article 80 and, within a month, the proposal is
not accepted.

(4) Shares owned by the bank shall be sold on the stock exchange, or other regu-
lated securities market, unless the articles of association of the company that issued
the shares provide otherwise.

(5) With approval of the Fund’s Management Board the assignee in bankruptcy
may sell financial assets through an intermediary within the country and abroad.

(6) Any pledged property held by a creditor or a third party shall be collected by
the assignee in bankruptcy and sold under this Chapter, unless by law it is provided
that the creditor may sell it without court intervention.

(7) After receiving permission from the Fund, the assignee in bankruptcy may
sell, prior to the approval of the liquidation plan, any of the following property:

1. perishable products in the bankruptcy estate or property and rights from the
bankruptcy estate with a quickly diminishing value;

2. property of the bankruptcy estate, if necessary for the continuation of the
bankruptcy proceedings.

(8) The permission of the Fund under paragraph 5 shall specify the minimum
selling price and the selling method.

(9) In the cases under paragraph 5, the Fund may allow the sale to be performed
through direct negotiations or an intermediary.

(10) The acts of the Fund under this Article shall not be subject to judicial ap-
peal.
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Section IV
Appeal of Liquidation Actions

Right to Appeal

Article 88. Liquidation actions may be appealed before the bankruptcy court by
a creditor of the bank or by a third party with independent rights over the property
or right affected by the liquidation action.

Examination of the Petition

Article 89. (amended; Darjaven Vestnik, issue 59 of 2007, effective as of 1
March 2008) In reviewing the appeal, the bankruptcy court shall apply the respec-
tive provisions of Articles 435-438 of the Civil Procedure Code. The Court shall
rule with an order, which shall not be subject to appeal.

Claims by Third Parties

Article 90. (1) Any third party whose rights have been affected by the liquida-
tion may file a petition against the bank to establish its rights.

(2) The petition under paragraph 1 shall be filed before the bankruptcy court,
which may, as a security measure, stop the liquidation procedure for the property or
right that is the subject of the case.

Chapter Seven
Selling the Bank as an Enterprise

Conditions

Article 91. (1) Upon expression of interest of potential purchasers, on request of
the assignee in bankruptcy the Fund may allow opening of a procedure for sale of
the bank as an enterprise. The sale of the bank as an enterprise shall be performed
through direct negotiation or through an intermediary notwithstanding the terms
and conditions of Chapter Six.

(2) In order to sell the bank as an enterprise, the assignee in bankruptcy may re-
duce proportionally the amount of its obligations so long as this does not put its
creditors in a more unfavorable position than through the distribution of liquidated
property.

(3) The bankruptcy court shall approve the deal upon the receipt of a written
statement by the Fund and the central bank. It must be given not later than 30 days
after it has been requested.

(4) The court shall verify that the deal is not in contradiction with the law and
does not harm the interest of the bank’s creditors under paragraph 2.

(5) The transfer of ownership prior to final payment of the price shall not be per-
mitted.
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Sale Procedures and Consequences

Article 92. (1) The bank in bankruptcy may be sold as an enterprise only to an-
other bank that is licensed to conduct bank activity in Bulgaria.

(2) The transaction shall also be permitted when the joint stock company is es-
tablished for this purpose if it receives from the central bank a conditional license to
perform bank activity. In this case, the court shall approve the deal after issuance of
the license.

(3) If the company under paragraph 2 meets the requirements, the central bank
shall issue a conditional banking license that gives the right to perform bank activ-
ity after completion of the transaction. The license is issued only if the applicant has
capital that would permit him to conduct bank activity in compliance with the estab-
lished requirements after it has satisfied the claims of the creditors under the terms
of the transaction.

(4) The purchaser is responsible only for the obligations it has assumed accord-
ing to the terms of the deal approved by the court. The remaining claims and unex-
ercised rights shall be extinguished.

(5) The rights on the shares of the bank in bankruptcy are extinguished, except
for the right to a liquidation share if the purchaser has assumed the responsibility
for its payment under the terms of the transaction.

(6) The claims of the creditors shall be satisfied through opening by the pur-
chaser bank of demand deposit accounts with funds equal to the obligations as-
sumed by the purchaser. This action shall be completed within one month after
court approval. The purchaser and the creditors may also agree on other methods
for satisfaction.

(7) If the central bank establishes that the purchaser has not performed its obliga-
tions under paragraph 6, it shall revoke the license.

(8) The court shall terminate the bankruptcy procedure after the completion of
the sale.

(9) Acts of the court under this Chapter shall not be subject to appeal.

Chapter Eight
Distribution of the Liquidated Property

Conditions for Distribution

Article 93. Distribution shall be effected where sufficient cash is raised into the
property of the estate.

Sequence of Claims

Article 94. (1) In the distribution of the liquidated property, claims shall be paid
out in the following sequence:
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1. claims secured by a pledge or mortgage — out of the proceeds from the sale of
the collateral;

2. claims on which the right of distraint are exercised — out of the value of the
property under distraint;

3. bankruptcy expenses;

4. claims for which the Fund is subrogated and claims of depositors that are not
covered by the deposit guarantee;

4a. (new; Darjaven Vestnik, issue 67 of 2003) claims of supplementary pension
insurance funds;

5. claims of banks;

6. current payments owed to the social security scheme and having arisen within
a year prior to the date of the judgment opening the bankruptcy proceedings, as well
as claims resulting from employment relations having arisen within a year before
the date of the judgment opening the bankruptcy proceedings;

7. current public legal claims of the state and the municipalities, such as taxes,
customs duties, fees and others, and claims having arisen within one year prior to
the date of the judgment opening the bankruptcy proceedings;

8. all other claims;

9. the claims under Article 4, paragraph 2, item 1;

10. the claims under Article 4, paragraph 2, item 2.

(2) Where cash is insufficient to fully satisfy the claims under paragraph 1, items
3-10, it shall be distributed among the creditors of the class on a pro rata basis.

(3) Where some property remains after satisfaction of the creditors, it shall be distrib-
uted among the shareholders in accordance with the rights of the shares held by them.

Distribution Account

Article 95. (1) The assignee in bankruptcy shall prepare a partial account for dis-
tribution of the cash available among the creditors holding claims accepted within
the meaning of Article 69, paragraph 1 in accordance with the sequence, privileges
and collaterals.

(2) The distribution account shall be partial until all debts are repaid or the prop-
erty of the estate is fully sold, except for the unsellable property.

(3) The assignee in bankruptcy shall draw up a partial account and effect manda-
tory distribution when the cash raised in the bankruptcy estate exceeds ten per cent
of the total amount of the claims of the respective class of creditors.

Allocation of Amounts for Disputed Claims

Article 96. (1) An appropriate amount of cash shall be allocated in the distribu-
tion account to satisfy claims in the lists under Article 66, paragraph 5, items 2
and 3.
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(2) Where only the secured status or the privilege is disputed, the claim shall be
deemed unsecured pending the outcome of the dispute, and the amount that the
creditor would have received for a secured claim shall be allocated in the distribu-
tion account.

Public Nature of the Distribution Account

Article 97. Each distribution account shall be made available at a visible and
easily accessible place in the building of the head office of the bank continuously
for 14 days.

Objections to the Account

Article 98. Any creditor may make objections to the distribution account in writ-
ing before the Management Board of the Fund within the time limit prescribed in
Article 97.

Approval of the Distribution Account

Article 99. (1) The Management Board of the Fund shall issue a decision to ap-
prove the distribution account after making appropriate adjustments where irregu-
larities are established, either officially or as a result of an objection.

(2) The approved account shall be performed by the assignee in bankruptcy.

(3) Entities who have made an objection under Article 98 may appeal to the
bankruptcy court the account approved by the Fund within a seven-day period after
issuance of the approval. The appeal shall be filed through the Fund.

(4) (amended; Darjaven Vestnik, issue 59 of 2007, effective as of 1 March 2008)
The court shall review the appeal in an open session with summoning of the appel-
lant, the assignee in bankruptcy, and the Fund. The court shall rule with a judgment
within a ten-day period from receipt of the appeal. The decision of the judge shall
not be subject to appeal. In this case, the respective provisions of Chapter Twenty-
one ‘Appeal of the Definitions’ of the Civil Procedure Code shall be applied.

Supplemental Inclusion of a Creditor in the Distribution

Article 100. A creditor whose claim has been asserted and allowed under Article
65, paragraph 2 after distribution has started shall join the subsequent distributions
without any right for adjustment of the amounts already paid.

Satisfaction of Secured Creditors and Creditors with Right of
Distraint

Article 101. The provisions of Article 724 of the Law on Commerce shall apply
to the satisfaction of secured creditors and creditors with right to distraint.
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Participation of Claims Subject to Suspension or Termination
Conditions

Article 102. Claims subject to suspension or termination conditions shall be in-
cluded in the distribution account and be satisfied under Article 725 of the Law on
Commerce.

Supplemental Inclusion of Amounts

Article 103. The bankruptcy estate shall include the amounts newly collected
from receivables of the bank and liquidation of property, as well as the amounts of
claims abandoned by the creditors.

Final Distribution Account

Article 104. (1) The assignee in bankruptcy shall provide the Fund with the final
distribution account and a report on the outstanding unpaid payments within one
month after depletion of the bankruptcy estate, excluding unsellable property.

(2) The final distribution account and a report on the outstanding unpaid pay-
ments shall be made available at a visible and easily accessible place in the building
of the head office of the bank continuously for 14 days.

(3) The Management Board of the Fund shall issue a decision to approve the fi-
nal distribution account and the report on the outstanding unpaid claims, after mak-
ing appropriate adjustments where irregularities are established, either officially or
as a result of an objection.

(4) The Management Board of the Fund shall issue a decision on the unsellable
property from the bankruptcy estate.

(5) The final distribution account shall be performed by the assignee in bank-
ruptcy within one month after the date of the decision under paragraph 3.

Chapter Nine
Conclusion of the Bankruptcy Proceedings

Conclusion of the Bankruptcy Proceedings

Article 105. (1) The bankruptcy proceedings shall be terminated by a judgment
of the bankruptcy court, where:

1. the debts have been repaid; or

2. the property of the bankruptcy estate has been depleted.

(2) Within a month after the date of the decision under Article 104, paragraph 3,
the assignee in bankruptcy shall submit a request to the bankruptcy court to close
the bankruptcy proceedings.

(3) With the judgment under paragraph 1, the court shall declare the deletion of
the bank from the Commercial Register.
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(4) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006) The judgment under paragraph 1 shall be entered in the Commercial Regis-
ter.

(5) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006) The judgment under paragraph 1 may be subject to appeal within a seven-day
period after its entry in the Commercial Register.

Report of the Assignee in Bankruptcy

Article 106. (1) The assignee in bankruptcy shall submit to the bankruptcy court
a report on his activities together with the request under Article 105.

(2) The report under the foregoing paragraph shall be submitted also to the Fund
and the central bank within the period for filing a request to close the bankruptcy
proceedings.

Termination of the Powers of the Assignee in Bankruptcy

Article 107. (1) The powers of the assignee in bankruptcy shall be terminated
upon closing the bankruptcy proceedings.

(2) The assignee in bankruptcy shall deliver the commercial books of the bank to
the Fund.

Depositing of Unreceived Amounts

Article 108. At the instruction of the chairperson of the Management Board of
the Fund, the assignee in bankruptcy shall deposit in a bank the amounts allocated
in the final distribution for claims not received or which were disputed. The dispo-
sition shall not be subject to judicial appeal.

Termination of the Effect of General Attachment

Article 109. (1) The effect of the general attachment shall be terminated upon
closing the bankruptcy proceedings.

(2) (amended; Darjaven Vestnik, issue 34 of 2006, effective as of 1 October
2006) The general attachment shall be deleted ex officio as from the date of entering
of the judgment on closing the bankruptcy proceedings.

Discharge

Article 110. (1) Unasserted claims and unexercised rights in the bankruptcy pro-
ceedings shall be extinguished.

(2) Claims that are not satisfied in the bankruptcy proceedings shall be extin-
guished, except for those under Article 111.
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Reopening the Bankruptcy Procedure

Article 111. (1) The closed bankruptcy proceedings shall be reopened with a
judgment of the bankruptcy court when, within two years after the bankruptcy pro-
ceedings:

1. amounts allocated for disputed claims are released;

2. property that was not known at the time of closing the bankruptcy proceedings
is discovered.

(2) Where the allocated amounts released and the newly discovered property are
insufficient to cover the costs of the proceedings, the court may refuse to reopen the
case, unless an interested party pays the necessary amount in advance.

(3) The bankruptcy proceedings shall be reopened upon written petition by the
central bank, the Fund or a creditor with an accepted claim.

(4) The judgment to reopen the bankruptcy proceedings shall reinstate the pow-
ers of the assignee in bankruptcy and the bankruptcy bodies.

(5) The proceedings reopened shall continue from the final distribution account,
which shall be deemed to be partial.

Chapter Ten
Administrative Penalty Provisions

Administrative Penalties and Property Sanctions

Article 112. (1) One who commits, or allows to be committed, a violation of this
Law or of the legislative acts issued in its implementation shall be punished by a
fine in the amount of BGN 400 to 2,500, unless the deed is a crime.

(2) If the violation stated under paragraph 1 was committed by a sole proprietor
or a legal entity, a property sanction in the amount of BGN 3,000 to BGN 10,000
shall be imposed.

(3) The acts establishing violations shall be issued by persons authorized by the
chairperson of the Management Board of the Fund, and the penal decrees shall be
issued by him or by an official authorized by him.

(4) The drafting of the acts, the issuance, the appeal and implementation of the
penal decrees shall be carried out under the Administrative Misdemeanors and Pen-
alties Law.

Additional Provisions

§ 1. Within the meaning of this Law:
1. ‘Related entities’ shall be:
a) spouses and relatives in a direct line without restriction, for lateral lineage to
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the fourth degree inclusive, and for relatives by marriage to the third degree inclu-
sive;

b) employer and employee;

c) partners;

d) entities, one of which participates in the management of the other one or in its
subsidiary company;

e) entities in whose managing or controlling body participates one and the same
legal entity or physical person, including when the physical person is a representa-
tive of a legal entity;

f) company and entity which holds more than five per cent of the shares or equity
participation with voting rights in the company;

g) entities whose activities are controlled by a third party or its subsidiary com-
pany;

h) entities who jointly control a third party or its subsidiary company;

1) entities, one of whom is a commercial representative of the other;

J) entities, one of which has made a donation to the other one.

2. ‘Administrator’ shall be:

a) a member of controlling or managing board (board of directors) of a bank;

b) a person charged with management functions in the bank;

¢) any other person who individually or jointly with other persons may conclude
deals on account of the bank;

3. ‘Distinct part’ shall be an organizational unit that may engage in business on
its own;

4. ‘Depositor’ shall be an entity who has the right according to the applicable le-
gal and contractual conditions to receive the cash funds of bank account or the
credit balances originating from the temporary positions resulting from normal
bank transactions.

5. ‘Interested creditor’ shall be an entity with a claim against the bank, which
claim’s existence, amount, or possibility of collection are directly dependent upon
the act subject of appeal in such a way that if this act is not reversed or altered, it is
very likely that the creditor will suffer property damages.

§ 2. (1) Upon opening bankruptcy proceedings for a commercial bank that is an
intermediary for servicing loans granted with funds from the Agricultural State
Fund, the latter is subrogated as the only and direct creditor with respect to the final
recipients of the loans.

(2) The funds shall not be part of the bankruptcy estate and shall be transferred to
the Agricultural State Fund where:

1. transferred from the State Agricultural Fund to the account of the commercial
bank and designated for the crediting of the agricultural producers;

2. transferred from the final recipients to the account of the commercial bank and
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designated for servicing of loans allocated with funds of the State Agricultural
Fund.

Transitional and Final Provisions

§ 3. At the proposal of the Deposit Insurance Fund, the central bank shall issue
ordinances on the application of Articles 30, 32, 40 and 55.

§ 4. In the Law on Banks (published in the Darjaven Vestnik, issue 52 of 1997,
amended, issues 15, 21, 52, 70 and 89 of 1998, issues 54, 103 and 114 of 1999, is-
sues 24, 63, 84 and 92 of 2000, issue 1 of 2001, and issue 45 of 2002) Chapter Fif-
teen is repealed.

§ 5. The following amendments shall be made to the Law on Bank Deposit Guar-
anty (published in the Darjaven Vestnik, issue 49 of 1998; amended, issues 73, 153
and 155 of 1998, issue 54 of 1999, and issue 109 of 2001):

1. New item 4 in Article 8 is created:

‘4. perform the functions and powers, as provided in the Law on Bank Bank-
ruptcy.’

2. Item 6 is inserted in Article 11, paragraph 1:

‘6. Article 42, paragraph 1 of the Law on Bank Bankruptcy is violated.’

3. Item 8 is inserted in Article 12, paragraph 1:

‘8. carry out the powers of the Fund under the Law on Bank Bankruptcy, that are
designated to be exercised through a decision by the Management Board.’

§ 6 (1) This Law shall apply to bank bankruptcy proceedings opened before it
comes into force, with the exception of Article 94, paragraph 1. In cases referred to
in § 46 of the Transitional and Final Provisions of the Law on Amendments of the
Law on Banks (published in the Darjaven Vestnik, issue 54 of 1999; amended, is-
sue 103 of 1999, issue 1 and 92 of 2000), the order for assignment is issued by the
Deposit Insurance Fund, unless a purchaser has already been announced and has
paid the price or has performed a setoff pursuant to § 46, paragraph 7.

(2) Within a 30-day period after the Law comes into force, assignees in bank-
ruptcy shall submit to the Fund for confirmation a budget for the expenses for the
period under paragraph 3, and a detailed report on the condition of the bankruptcy
proceedings and all effective contracts on which the bank is a party.

(3) The powers of appointed assignees in bankruptcy shall be terminated upon
the expiration of a three-month period after the Law comes into force. In such cases
Article 29, paragraph 7 applies.

(4) At its discretion, the Fund may remove assignees in bankruptcy before the
end of the period in paragraph 3.

(5) At the Fund’s request, with a one-month prior notice, the assignee in bank-
ruptcy may, without paying compensation for termination, terminate a contract with
periodic payments concluded before the Law comes into force.
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(6) The sales of property and property rights from the bankruptcy estate for
which permissions under Article 717, paragraph 2 of the Law on Commerce are
given shall be completed under current procedures if the sale has been announced
before the Law becomes effective.

(7) Property and property rights from the bankruptcy estate for which there are
permissions under Article 718, paragraph 1 of the Law on Commerce shall be sold
pursuant to this Law if the sale has not been completed before this Law comes into
force.

(8) Distribution accounts approved by the court before the Law became effective
shall remain in effect and shall be executed by the assignee in bankruptcy.

(9) In the distribution of the liquidated property the claims of the creditors who
made loans to banks after their placement under special supervision under the re-
pealed Law on Banks and Credit Activity (published in the Darjaven Vestnik, issue
25 0f 1992; issue 62 of 1992 — Decision No. 8 of the Constitutional Court of 1992;
amended, issues 59 and 109 of 1993, issue 63 of 1994, issue 63 of 1995, issues 12,
42,90 and 100 of 1996; repealed, issue 52 of 1997), as well as the government
claims that have been subrogated under the Law on State Protection of Deposits
and Accounts with Commercial Banks in respect whereof the Bulgarian National
Bank Has Petitioned the Institution of Bankruptcy Proceedings, shall be paid after
the bankruptcy expenses.

(10) The pending appeal proceedings that were commenced before this Law
takes effect shall be completed using the current procedure.

§ 7. This Law shall enter into force three months from its publication in the
Darjaven Vestnik.






