RULES AND PROCEDURES 
FOR THE PREPARATION OF THE SOFIBOR AND SOFIBID REFERENCE RATES
(approved by the BNB, the ABB, and the BDA with a contract on 14th October 2002
 and an annex on 22nd May 2007)
Chapter One
CODE OF CONDUCT
Art.1. DEFINITION OF THE REFERENCE RATES
1.1. In the Bulgarian money market banks quote all through the day the interest rate at which they wish to borrow BGN funds from one another and the interest rate at which they wish to lend BGN funds to one another. To the quotations toward other banks by banks that participate in the fixing, the terms SOFIBID (Sofia Interbank Bid Rate) and SOFIBOR (Sofia Interbank Offered Rate) are respectively applied.
1.2. The SOFIBOR Reference Rate is a fixing of the quotes for unsecured BGN deposits offered in the interbank market.
It is made at the time specified in these Rules and Procedures. For this purpose each bank displays the rate at which it is offering deposits to other banks for the maturity dates of the fixing. Contributor Banks also specify the respective buying rates which are averaged by analogy with the fixing. The resultant value is called SOFIBID Reference Rate.
1.3. The Reference Rates are quoted with spot value (2 business days) for all maturities, except ‘overnight’, and on an ‘actual/360’ day count convention.
Art.2. CRITERIA TO BE ON THE CONTRIBUTOR PANEL
2.1. Contributor Banks have to meet the following conditions: to be banks that have been granted a banking licence by the BNB, to be active participants in the BGN money market, and to handle good volumes of BGN-interest-rate related instruments, even in turbulent market conditions.
More specifically, the following items will be considered:
2.1.1. Balance sheet total
Each Contributor Bank will have total assets not less than BGN 200 million according to the latest data published by the BNB.
2.1.2. BGN market volume
Each Contributor Bank will have at least a 2%-share of the total volume in the unsecured BGN deposits market, according to BNB data for a preceding one-year period.
2.1.3. Limits
Each Contributor Bank will have limits on unsecured BGN deposits to and from at least 2/3 of the Contributor Banks.
2.2. The use of SOFIBOR-Reference-Rate-based instruments will be an advantage for admittance to the Contributor Panel.
2.3. Contributor Banks shall agree to disclose the information needed by the Steering Committee to check the selection criteria within a reasonable period as set by the Committee.
2.4. The Steering Committee ensures the confidentiality of the information submitted.
2.5. Meeting the obligations under Article 4 is a condition to stay on the Contributor Panel.
Art.3. NUMBER OF CONTRIBUTOR BANKS
3.1. The number of Contributor Banks will be optimal to ensure good representation of the money market and effective administration of the fixing, but not less than 8 banks.
3.2. The list of Contributor Banks shall be periodically, at least semi-annually, reviewed by the Steering Committee, so as to ensure true reflection of market activities in accordance with the criteria laid down in Article 2.
Art.4. OBLIGATIONS OF CONTRIBUTOR BANKS
4.1. Contributor Banks must quote the required rates:
· in good faith;
· for all the maturities indicated by the Steering Committee under Chapter Two of these Rules and Procedures;
· on time as indicated by the Designated Distributor;
· daily, except on Saturdays, Sundays, and holidays;
· accurately, with two digits behind the comma.
4.2. Contributor Banks must meet the requirement to transmit to the Bulgarian National Bank (BNB) all the necessary data to calculate an effective rate on overnight transactions on the basis of the transactions made for each business day.
4.3. In the interbank market Contributor Banks seek to keep bilateral quotes for each Reference Rate maturity, with a spread of not more than 75 basis points.
Art.5. STEERING COMMITTEE
5.1. The Association of Banks in Bulgaria (ABB), the Bulgarian Dealers’ Association (BDA), and the Bulgarian National Bank (BNB) will create a Steering Committee.
5.2. The Steering Committee will consist of 7 members: 3 appointed by the ABB, 2 appointed by BDA and 2 appointed by the BNB. The members appointed by ABB and BDA must be experienced interbank market practitioners, i.e. people who are directly involved in market operations (money market and foreign exchange market operations, transactions in derivatives) or people who bear direct responsibility in their bank for these. One person may not be appointed for the same period at once by ABB and BDA. The quotas of ABB and BDA – jointly and separately – may not include people working for one and the same institution.
5.3. The members of the Steering Committee have a renewable mandate of 2 years, with the right to be revoked and replaced. The members of the Steering Committee are appointed and revoked by the organisations and institutions that have designated them.
5.4. The members of the Steering Committee nominate and elect a Chairperson.
5.5. Each member of the Steering Committee has one vote. The quorum for holding sessions shall be 4 members, and decisions may be taken if supported with at least 4 votes of all members of the Committee.
5.6. Any member of the Steering Committee may not vote in case of a disclosed conflict of interest.
Art.6. TASKS AND RIGHTS OF THE STEERING COMMITTEE
6.1. The Steering Committee may at any time request Contributor Banks to demonstrate and prove that their market activities still qualify them for Contributor Panel membership under Article 2.
6.2. The Steering Committee reviews, in accordance with Article 3.2, the new applications for Contributor Panel membership and may remove a bank from the Contributor Panel if the criteria laid down in Article 2 are no longer met. 
6.3. The Steering Committee reconsiders the number of Contributor Banks at least annually.
6.4. The Steering Committee will control whether Contributor Banks fulfil their obligations under these Rules and Procedures.
6.5. The Steering Committee may hold special sessions initiated by the Designated Distributor.
Art.7. SANCTIONS
7.1. The Steering Committee may take the following sanctions if Contributor Banks do not fulfil their obligations under these Rules and Procedures:
· issuance of a warning;
· if such warning is ignored, exclusion of a bank from the Contributor Panel.
7.2. Before imposing sanctions, the Steering Committee gives the parties concerned the opportunity to expose their opinion.
7.3. If the Steering Committee decides to remove a bank from the Contributor Panel, it will provide a written explanation for such decision to the bank concerned.

Chapter Two
TECHNICAL FEATURES
Art.8. MAIN SPECIFICATIONS
8.1. The Reference Rates are referred to as SOFIBOR Reference Rate and SOFIBID Reference Rate.
8.2. A representative panel of banks provide daily quotes, rounded to two decimal places, of the rates on unsecured interbank BGN deposits in the Bulgarian market.
8.3. The Reference Rates are quoted for spot value (T+2) for all maturities above ‘overnight’ and on an ‘actual/360’ day count convention. The Reference Rates will be displayed to three decimal places.
8.4. Contributor Banks provide quotes for the following maturities: overnight, 1 week, 1 month, 2 months, 3 months, 4 months, 5 months, 6 months, 7 months, 8 months, 9 months, 10 months, 11 months, and 12 months.
8.5. Contributor Banks shall provide data on deposits:
· made in the Bulgarian market;
· that are simple and unsecured;
· governed by the laws of Bulgaria;
· where the parties are subject to the jurisdiction of the Bulgarian courts.
8.6. If the maturity date of a deposit falls on a day that is not a business day, the maturity date shall be the first following day that is a business day.
Art.9. CONTRIBUTION OF DATA
9.1. Every Contributor Bank is required to directly input their data no later than 10:45 a.m. (local time) on each business day.
9.2. Each Contributor Bank inputs data in a unified manner, and the data can only be viewed by the respective Contributor Bank – title holder of the private page and the staff of the Designated Distributor involved in the fixing process.
9.3. From 10:45 a.m. to 11:00 a.m. (local time) at the latest, Contributor Banks may correct, if necessary, the data they have input.
Art.10. CALCULATION OF THE REFERENCE RATES
10.1. At 11:00 a.m. (local time) the Designated Distributor will process the SOFIBOR fixing.
10.2. The Designated Distributor shall make the calculation as follows:
· for each maturity, rank the values in an ascending order;
· eliminate the highest 20% and lowest 20% of all quotes collected;
· calculate the Reference Rates by simply averaging the remaining values and rounding them to three decimal places.
Art.11. PUBLICATION OF THE REFERENCE RATES
11.1. After calculating the Reference Rates and making possible corrections of technical errors, the Designated Distributor will publish them at 11:30 a.m. (local time).
11.2. At the same time the data submitted by Contributor Banks will be published.
11.3. Historical data for the Reference Rates will be stored by the Designated Distributor.
Art.12. FALLBACK PROCEDURE
12.1. Before making the calculation at 11:00 a.m. (local time) on each business day, the Designated Distributor shall verify if all Contributor Banks have made their data available for that day in accordance with established procedures. If one or more Contributor Banks have failed to do so, the Designated Distributor shall use reasonable efforts to remind them by telephone or any other means of communication of their obligation to provide the data. Should any Contributor Bank after such a reminder still not provide its data until 11:00 a.m., the Designated Distributor shall calculate the Reference Rates for that day without the missing data and shall promptly notify Steering Committee in writing.
12.2. If more than 50% of Contributor Banks fail to provide their data until 11:00 a.m. (local time), the Designated Distributor shall delay calculating the Reference Rates until 50% of Contributor Banks have quoted. If this is not possible before 11:30 a.m., at 11:30 a.m. the Designated Distributor shall do as follows:
(a) if 4 or more banks have provided data, calculate the Reference Rates based on this data;
(b) if fewer than 4 banks have provided data, delay calculating the Reference Rates until the Steering Committee takes a decision thereon. If at 11:30 a.m. there are no calculated Reference Rates, the Designated Distributor shall publish an announcement thereon.
The Steering Committee shall take a decision and ensure the publication of the Refrence Rates not later than 4:00 p.m. on the same business day.
FINAL PROVISIONS
§1. The ABB, the BDA, and the BNB can decide jointly to amend these Rules and Procedures at the suggestion of the Steering Committee.
§2. Amendments to these Rules and Procedures are not subject to the approval of the Contributor Banks. Contributor Banks are, however, free to leave the Contributor Panel if they do not wish to abide by the amended Rules and Procedures.
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