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CHAPTER ONE 
GENERAL PROVISIONS 

 
Status 

 
Art. 1. (1) Bulgarian Real Estate Fund Inc. (hereinafter referred to as the “Company”) is 

a real estate investment trust which under the terms and conditions of the Special Purpose 
Investment Companies Act (SIPCA) shall carry out the commercial activity of investing the 
cash funds raised through securities issuance in real property (securitization of real property). 

(2) The Company shall be incorporated at a constituent meeting, without holding a 
subscription, pursuant to Art. 163 of the Commercial Law (CL). 

(3) The Company will acquire a status of a public company and will be subject to the 
provisions of Chapter Eight of the Public Offering of Securities Act (POSА) upon registration 
of the initial increase of its capital with the Commercial Register of the court. 

 
Trade name 

 
Art. 2. (1) The trade name of the Company shall be “Фонд за недвижими имоти 

България” АДСИЦ (Bulgarian Real Estate Fund special investment purpose joint-stock 
company) 

(2) The trade name of the Company shall also be written in Latin as follows: Bulgarian 
Real Estate Fund Inc. 

 
Seat and address of management 

 
Art. 3 (1) (Amend. by a GMS resolution dated 29.06.2009, amend. by a GMS resolution 

dated 13.07.2011) The Company shall be seated in Izgrev Region, Sofia, Republic of 
Bulgaria. 

(2) (Amend. by a GMS resolution dated 30.05.2006, amend. by a GMS resolution dated 
11.07.2007, amend. by a GMS resolution dated 29.06.2009, amend. by a GMS resolution 
dated 13.07.2011) The Company’s address of management shall be: 3A, Nikolay Haytov 
Street, 1st floor. 

 
Activity 

 
Art. 4. The Company’s activity shall be: investing the cash funds raised through 

securities issuance in real property /securitization of real property/ through the purchase of 
ownership rights and other real rights over real property, carrying out construction and 
improvements therein for the purpose of making it available for management, renting, leasing 
and/or sale. 

 
Type of assets subject to securitization. Requirements and restrictions on the assets 

subject to securitization 
 
Art. 5. The Company shall securitize real property. 
Art.6. (1) The Company shall acquire ownership rights and other /limited/ real rights 

only over real property located on the territory of the Republic of Bulgaria. 
(2) The Company may acquire real rights over all types of real property located on the 

territory of the Republic of Bulgaria, including plots for construction, land with the 
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perspective of construction, finished or newly-built residential or industrial buildings and 
parts thereof, as well as agricultural land and limited real rights thereon. 

(3) The Company may acquire for securitization any new assets under para. 2. 
 
Art. 7. The Company may not acquire real property which is the subject of a legal 

dispute. 
 

Investment objectives 
 
Art. 8. (1) The main objective of the investment activity of the Company shall be to 

increase the market price of the Company’s shares and the amount of the dividends paid to the 
shareholders while maintaining and increasing the value of the shareholders’ equity. 

(2) The Company shall invest in property that provides income in the form of rents and 
other current payments, and in the purchase, construction and/or renovation of real property 
for the purpose of its subsequent sale or operation. 

(3) Diversification of the real property portfolio shall be achieved by investing in 
different types of real property, located in different regions of the Republic of Bulgaria, in 
order to reduce the non-systemic risk of the investment portfolio. 

 
Term 

 
Art. 9. (Amend. by a GMS resolution dated 30.05.2006, amend. by a GMS resolution 

dated 16.07.2015) The Company shall be incorporated for the period until 11th December 
2029. 

 
General restrictions on the Company’s activity 

 
Art. 10. (1) The Company may not: 
1. transform into another type of commercial company; 
2. change its object of activity; 
3. perform other commercial transactions, unless directly related to its activity; 
4. grant loans or secure third-party liabilities; 
5. receive loans, except: 
a) as an issuer of debt securities registered for trading on a regulated market of 

securities; 
b) under bank credits for the purpose of acquiring and putting into operation the assets 

for securitization referred to in Art. 5 and Art. 6; 
(c) under bank credits of up to 20 percent of the assets’ balance sheet value used to 

repay interest, where the credit is for a term not exceeding 12 months. 
(2) The Company may invest its free funds only in: 
1. securities issued or guaranteed by the Bulgarian State and/or in bank deposits – 

without limitations; 
2. mortgage bonds issued under the terms and conditions of the Mortgage Bond Law – 

up to 10 percent of the Company’s assets. 
(3) The Company may invest up to 10 percent of its capital in a servicing company. 
(4) Except in the cases referred to in para. 2 and 3, the Company may not invest in 

securities traded on a regulated market or acquire shares in other companies. 
 

CHAPTER TWO 
CAPITAL 
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Amount of the capital. Number and type of shares 

 
Art. 11. (1) (Amend. by a GMS resolution dated 30.05.2006, amend. by a GMS 

resolution dated 11.07.2007, amend. by a GMS resolution dated 22.02.2016, amend. by a 
GMS resolution dated 28.02.2018) The Company’s capital shall be BGN 20,150,000 (twenty 
million, one hundred and fifty thousand), divided into 20,150,000 (twenty million, one 
hundred and fifty thousand) ordinary dematerialized shares with a voting right and with a 
nominal value of BGN 1 (one) each. 

(2) The capital of the Company shall be fully paid up. 
(3) The amount of BGN 40,300,000 (forty million, three hundred thousand) 

representing the funds released as a result of the reduction of the Company’s capital by a 
General Meeting resolution dated 11.08.2016 shall be allocated to the Reserve Fund of the 
Company and may only be expended for the purposes specified in Art. 64a hereof. 

 
Contributions 

 
Art. 12. (1) The acquisition of Company’s shares at  the time of the Company 

incorporation, as well as at the time of the increase of the Company’s capital, shall be made 
against payment of their full issue value. The Company’s shareholders may not make partial 
contributions. 

(2) The contributions to the capital may only be in cash. 
 

Types of shares 
 
Art. 13. (1) The Company shall only issue dematerialized shares kept in the registers of 

Central Depository AD. 
(2) The Company may issue two classes of shares: ordinary shares and preference 

shares granting rights in accordance with to Art. 15 hereof. Limiting the rights of individual 
shareholders of one class shall not be permissible. 

 
Ordinary shares 

 
Art. 14. (1) Each ordinary share shall entitle its holder to one vote in the General 

Meeting of Shareholders, a dividend and a liquidation quota in proportion to its nominal 
value. 

(2) The voting right in the General Meeting of Shareholders shall be exercised by the 
persons entered in the registers of the Central Depository as shareholders 14 days before the 
date of the General Meeting. 

(3) The Company shall distribute dividends under the terms and conditions set out in the 
SIPCА, the POSА, the CL and Chapter Twelve hereof, by a decision of the General Meeting. 
The advance distribution of dividends shall be forbidden. The right to receive a dividend shall 
be exercised by the persons entered in the registers of the Central Depository as shareholders 
on the 14th day after the date of the General Meeting at which the Annual Financial Report 
was accepted and a resolution on distribution of profit was adopted. 

 
Preference shares 

 
Art. 15. (1) The Company may issue preference shares with a guaranteed dividend as 

well as shares with a repurchase preference. 
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(2) The preference share shall entitle the holder to a guaranteed dividend and/or 
repurchase preference. Such share may entitle the holder to one vote in the General Meeting 
of Shareholders or may have no voting right. 

(3) The preference shares shall be included in determining the capital nominal value. 
Non-voting preference shares may not be more than ½ of the total number of the Company’s 
shares. 

Art. 16. (1) The Company shall repurchase preference shares according to the 
procedure established by law and the decision for their issuance. 

(2) The Company must transfer the repurchased shares within 3 (three) years of their 
acquisition. In case the shares are not transferred within the term specified in the preceding 
sentence, they shall be cancelled and the Company’s capital shall be reduced by them in 
accordance with Art. 27, para. 1 hereof. 

Art. 17. (1) In other to adopt a resolution to remove or limit the preference under the 
shares referred to in Art. 15, the consent of the preference shareholders shall be required, who 
shall convene at a separate meeting. If the shares have been issued without voting rights, they 
shall acquire a voting right upon the preference removal. 

(2) The meeting referred to in para. 1 shall be legitimate if at least 50 percent of the 
preference shares are represented. The resolution shall be adopted by a majority of ¾ of the 
represented shares. For convening and holding the meeting of the preference shareholders, the 
provisions of Art. 32-35, 37 and 38 hereof shall apply. 

 
Indivisibility 

 
Art. 18. (1) Shares shall be indivisible. 
(2) Where a share is owned by several persons, they shall exercise the rights thereunder 

jointly, by designating a proxy. In order to implement the rights under the share, the proxy 
should be authorized with an explicit written notarized power of attorney with the statutory 
content. 

 
Shareholders’ register 

 
Art. 19. The register of the Company’s shareholders shall be kept by Central 

Depository AD. 
 

Transfer of shares 
 
Art. 20. The Company shares shall be freely transferable, subject to the requirements of 

the current legislation on transactions with dematerialized securities. These Articles of 
Association and other acts of the Company may not create any restrictions or conditions 
regarding the transfer of shares. 

 
CHAPTER THREE 

INCREASE OF THE CAPITAL 
 

Way of increasing 
 
Art. 21. (1) The Company’s capital shall be increased through: 
1. issuance of new shares against cash contributions; 
2. issuance of new shares by converting bonds issued as convertible into shares. 
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(2) The Company’s capital may not be increased by increasing the nominal value of the 
shares already issued or by the conversion of bonds not issued as convertible into shares. 

(3) The Company’s capital may not be increased: 
1. by capitalizing the profit under Art. 197 of the CL; 
2. with non-cash contributions under Art. 193 of the CL; or 
3. under the condition that the shares be purchased by specific persons as set forth in 

Art. 195 of the CL, in violation of the shareholders’ pre-emption right under Art. 22 hereof. 
Art. 22. (1) The increase of the capital shall be carried out at the decision of the General 

Meeting or at the decision of the Board of Directors within the authorization under Art. 43 
hereof. 

(2) The increase of the Company’s capital shall be carried out in accordance with 
Chapter Six of the POSA – with a prospectus for public offering of shares confirmed by the 
Financial Supervision Commission (FSC), or without a prospectus – in accordance with the 
provisions of Art. 79, para. 1, item 4, in conj. with Art. 112a of the POSA. 

 
Pre-emption right of shareholders 

 
Art. 23. (1) In increasing the capital, except for the case under Art. 24 hereof, each 

shareholder shall be entitled to acquire a part of the new shares corresponding to his/her 
holding in the capital prior to the increase. This right may not be withdrawn or restricted by 
the body passing the resolution for the increase of the capital pursuant to Art. 194, para. 4 and 
Art. 196, para. 3 of the CL. 

(2) The right under para. 1 shall apply first to the shareholders from the share class by 
which the capital is increased. The remaining shareholders shall exercise their pre-emption 
right after the shareholders under the preceding sentence. 

(3) (Amend. by a GMS resolution dated 11.07.2007) The right to participate in the 
increase shall be exercised by the persons who have acquired shares not later than 14 days 
after the date of the General Meeting resolution to increase the capital, and if the decision to 
increase the capital has been taken by the Board of Directors in accordance with Art. 43 
hereof, to the persons who have acquired shares not later than 7 days after the publication date 
of the announcement for the public offering under Art. 92a, para. 1 of the POSA. 

(4) In increasing the Company’s capital, rights shall be issued within the meaning of §1, 
item 3 of the Supplementary Provisions of the POSA. Except in the case of Art. 24 hereof, 
against each existing share one right shall be issued. The proportion between the rights issued 
and one new share shall be determined in the resolution to increase the capital. 

 
CHAPTER FOUR 

MANDATORY INITIAL 
INCREASE OF THE CAPITAL 

 
Art. 24. (1) The Company’s capital shall be initially increased from BGN 500,000 to 

BGN 650,000 through the issuance of 150,000 new ordinary dematerialized voting shares 
with a nominal value of BGN 1 (one) each and with an issue value of BGN 1 (one) each. 

(2) The initial increase of the capital shall be made with the amount of the subscribed 
and paid new shares also when the shares subscribed and paid are less than those specified in 
para. 1. 

Art. 25. (1) The mandatory initial increase of the capital shall be carried out on the basis 
of a prospectus confirmed by the FSC; the provisions of Art. 79, para. 1, item 4 in conj. with 
Art. 112a of the POSA and Art. 21 of these Articles of Association shall not apply. 
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(2) The prospectus shall be submitted for approval by the FSC together with filing an 
application for the issuance of a licence and within 6 (six) months after the Company’s entry 
in the Commercial Register of the court. 

Art. 26. For each new share of the initial increase of the capital 1 (one) right shall be 
issued within the meaning of §1, item 3 of the SP of the POSA. In the initial increase, the 
shareholders shall have no pre-emption right for the acquisition of the new shares. The 
provisions of Art. 112, para. 1 of the POSA and Art. 194 of the CL shall not apply. 

 
CHAPTER FIVE 

REDUCTION OF CAPITAL 
 
Art. 27. (1) The Company’s capital may be reduced through cancellation of the 

repurchased shares subject to the conditions of the current legislation and these Articles of 
Association. 

(2) The capital may not be reduced: 
1. through compulsory cancellation of shares; 
2. through repurchase of ordinary shares in accordance with Art. 111, para. 5 of the 

POSA. 
 

CHAPTER SIX 
BONDS 

 
Art. 28. (1) The Company may issue bonds under the terms and conditions of Section 

VII of Chapter Fourteen of the CL or by public offering in accordance with Chapter Six of the 
POSA. On the grounds of §2 of the Transitional and Final Provisions of the SIPCA, the 
Company may issue bonds, including through public offering, from the moment of its entry in 
the Commercial Register. 

(2) The Company may issue only dematerialized bonds for the transfer of which there 
are no conditions or restrictions. The bond loan may be concluded and the bonds may be 
issued only after the full payment of their issue value. Immediately after the conclusion of the 
bond loan, the bonds shall be registered for trading on a regulated market of securities. 

(3) The Company may issue bonds which may be converted into shares /convertible 
bonds/ observing the respective rules regarding the pre-emption right of the shareholders 
under Art. 23 hereof. 

(4) Bonds shall be issued at the decision of the General Meeting or the Board of 
Directors within the authorization under Art. 44 hereof. 

(5) Based on the decision referred to in para. 4, the Board of Directors shall prepare a 
proposal for the subscription of bonds in accordance with Art. 205, para. 2 of the CL or a 
prospectus for public offering of bonds in accordance with Chapter Six of the POSA. The 
amount of the bond loan; the number, type, value and terms for the the subscription of bonds; 
the yields; the manner and term for the repayment of the obligations under the bond loan; the 
conditions under which the loan shall be deemed to have been concluded and other 
parameters of the bond loan shall be determined in the proposal or the prospectus referred to 
in the previous sentence. 

(6) The company may not: 
1. change the conditions under which the issued bonds have been subscribed; 
2. issue new bonds with a preferential repayment regime; 
3. issue new convertible bonds without the consent of the holders of convertible bonds 

from the previous issues; 
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4. take decisions on the repayment of the bonds which have not been issued as 
convertible by converting them into shares. 

(7) Any resolution adopted in violation of the prohibitions under para. 6 shall be null 
and void. 

(8) For the transfer of the bonds issued by the Company, the provisions of the current 
legislation on transactions with dematerialized securities shall apply. 

 
CHAPTER SEVEN 

BODIES OF THE COMPANY 
 

Bodies of the Company 
 
Art. 29. The Company shall have a one-tier management system. The Company’s 

bodies shall be the General Meeting of Shareholders and the Board of Directors. 
 

Section I. General Meeting of Shareholders 
Composition of the General Meeting of Shareholders 

 
Art. 30. (Amend. by a GMS resolution dated 23.07.2010) (1) The General Meeting shall 

include all shareholders. They shall participate in the General Meeting in person or through a 
proxy authorized by an explicit written power of attorney under Art. 116, para. 1 of the 
POSА, which must be for a particular general meeting. 

(2) The re-authorization with the rights under para. 1, as well as the power of attorney 
granted in violation of the rules under para. 1 shall be null and void. 

(3) The authorization may also be performed by the use of electronic means. The 
Company shall be obliged to provide at least one mode of obtaining power of attorney by 
electronic means and to publish on its website the terms and procedure for obtaining power of 
attorney by electronic means. The procedure referred to in the preceding sentence shall also 
apply to the revocation of the power of attorney. 

(4) One proxy may represent more than one shareholder in the General Meeting. In this 
case, the proxy may vote differently under the shares held by the different shareholders he/she 
represents. The proxy shall have the same rights to speak and ask questions at the General 
Meeting as the shareholder he/she represents. The proxy shall exercise the right to vote in 
accordance with the shareholder’s instructions contained in the power of attorney. 

(5) The members of the Board of Directors may not represent a shareholder, unless the 
shareholder has explicitly specified the way of voting on each item of the agenda. 

(6) The members of the Board of Directors shall take part in the work of the General 
Meeting without the right to vote, unless they are shareholders or shareholders’ proxies. 

 
Competence of the General Meeting 

 
Art. 31. (1) The General Meeting shall make decisions on the following issues. It shall: 
1. amend and supplement the Company’s Articles of Association; 
2. resolve on transformation and dissolution of the Company; 
3. resolve on increase or reduction of the Company’s capital; 
4. elect and dismiss the members of the Board of Directors and determine their 

remuneration and guarantee for their management in accordance with the requirements of the 
law; 

5. appoint and dismiss the registered auditors of the Company; 
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6. approve and accept the annual financial report after certification by the appointed 
registered auditors; decide on the profit distribution and filling the Reserve Fund, and on the 
payment of dividends; 

7. appoint liquidator(s) if there are grounds for dissolution of the Company, except in 
the event of bankruptcy; 

8. relieve of responsibility the members of the Board of Directors. 
9. (New – by a GMS resolution dated 23.07.2010) elect an Audit Committee, determine 

the number and mandate of its members, elect a Chairman of the Audit Committee in 
accordance with the provisions of the Law on Independent Financial Audit. 

(2) The General Meeting of Shareholders shall also resolve on all other matters which 
fall within its competence according to the current legislation. 

(3) The amendments and supplements to the Company’s Articles of Association, the 
Company transformation and dissolution, and the selection of persons for Company’s 
liquidators shall be carried out after the approval of the FSC. 

 
Holding the General Meeting 

 
Art. 32. (1) The General Meeting of the Company shall be held in the Company’s seat. 

The regular General Meeting shall be held until the end of the first half of the year following 
the end of the accounting year. 

(2) The General Meeting shall elect a Chairman and a Secretary in each session. 
 

Convening the General Meeting 
 
Art. 33. (Amend. by a GMS resolution dated 23.07.2010) (1) The General Meeting shall 

be convened by the Board of Directors. A General Meeting may also be convened at the 
request of the shareholders who own at least 5 percent of the Company’s capital. 

(2) The General Meeting of Shareholders shall be convened by an invitation under Art. 
223, para. 3, first sentence of the CL announced in the Commercial Register and disclosed 
under the terms and conditions of Art. 100r, para. 1 and 3 of the POSA at least 30 (thirty) 
days before its opening. Within the term referred to in the preceding sentence, the invitation, 
together with the materials for the General Meeting in accordance with Art. 224 of the CL 
shall be sent to the Financial Supervision Commission and published on the Company’s 
website. Under the preceding sentence, the model forms for voting by proxy or by 
correspondence, where applicable, shall also be published. 

(3) The content of the invitation for convening the General Meeting shall be determined 
according to the requirements of Art. 223, para. 4 of the CL and Art. 115 para. 2 of the POSA. 
The shareholders owning at least 5 percent of the Company’s capital may request additions to 
the agenda announced in the invitation, under the terms and condition of Art. 223a of the CL. 
In the cases under the preceding sentence, the shareholders shall submit to the FSC and the 
Company not later than on the next business day following the announcement of the items in 
the Commercial Register the materials under Art. 223a, para. 4 of the CL. The Company shall 
be obliged to update the invitation and publish it together with the written materials under the 
terms and procedure of Art. 100r, para. 1 and 3 forthwith, but not later than at the end of the 
business day following the day on which the notice of the inclusion of the items in the agenda 
have been received. 

(4) The right to vote in the General Meeting shall be exercised by the persons who were 
entered in the registers of Central Depository AD 14 days prior to the date of the General 
Meeting, according to a list of shareholders provided by Central Depository AD by that date. 
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(5) At the decision of the Board of Directors, the voting right may be exercised before 
the date of the General Meeting through correspondence, using mail, including electronic 
mail, courier or other technically possible means. 

(6) The voting through correspondence shall be valid if the vote is received by the 
Company not later than the day preceding the date of the General Meeting. If the shareholder 
attends the General Meeting in person, the voting right he/she exercised through 
correspondence shall be valid, unless the shareholder declares otherwise. With respect to the 
items on which the shareholder casts a vote at the General Meeting, the voting right he/she 
exercised through correspondence shall be canceled. 

 
Right to information 

 
Art. 34. (1) (Amend. by a GMS resolution dated 23.07.2010) The written materials 

related to the General Meeting agenda must be made available to the shareholders not later 
than the date of the announcement of the invitation for convening a General Meeting in the 
Commercial Register. 

(2) Where the agenda includes the election of members of the Board of Directors, the 
written materials shall also include data of the names, permanent address and professional 
qualification of the persons proposed for members. 

(3) Upon request, the written materials shall be provided to each shareholder free of 
charge. 

(4) During the General Meeting, the shareholders may ask questions, irrespective of 
whether they are related to the announced agenda or not. 

 
List of attendees 

 
Art. 35. (Amend. by a GMS resolution dated 23.07.2010) (1) For the session of the 

General Meeting, a list of the shareholders and/or their proxies present and the number of the 
shares held or represented shall be prepared. The shareholders and their proxies shall confirm 
their presence by signature. The list shall be certified by the Chairman and the Secretary of 
the General Meeting. 

(2) The presence of the shareholders’ proxies at the meeting shall be valid and the 
respective persons shall be entered in the list of the present shareholders if the power of 
attorney is explicit and is prepared for the particular general meeting, and has the minimum 
statutory content, as well as if the other requirements of Art. 116 of the POSA are met. 

(3) In the cases where a General Meeting is held through the use of electronic means 
according to Art. 115, para. 8 of the POSА or through correspondence according to Art. 115b, 
para. 4 of the POSА, a list of the persons who exercised their voting right in the General 
Meeting by electronic means or, respectively, by correspondence and the number of the shares 
held shall be attached to the minutes of the General Meeting and shall be certified by the 
Chairman and the Secretary of the General Meeting. 

 
Quorum 

 
Art. 36. (1) The valid decision-making by the General Meeting of Shareholders under 

Art. 31, para. 1, item 1-3 hereof shall require a quorum of ½ (one half) of all issued 
Company’s shares. 

(2) In the absence of a quorum, a new meeting may be scheduled not earlier than 14 
(fourteen) days and it shall be legitimate irrespective of the number of the shares represented 
on it. The date of the new meeting may also be indicated in the invitation for the first meeting. 
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Voting and majority 

 
Art. 37. (1) The voting in the General Meeting shall be in person. Voting by proxy shall 

only be allowed if the requirements of Art. 35 hereof are met. 
(2) The resolutions of the General Meeting shall be adopted by a simple majority of the 

shares represented at the meeting, except where the current legislation or these Articles of 
Association provide for a higher majority for taking certain decisions. In order to adopt 
resolutions under Art. 31, para. 1, items 1-4, a majority of 3/4 (three quarters) of the voting 
shares represented at the meeting shall be required. 

 
Minutes 

 
Art. 38. (1) (Amend. by a GMS decision dated 23.07.2010) For the sessions of the 

General Meeting minutes shall be kept indicating the data as set forth in Art. 232, para. 1 of 
the CL and the applicable provisions of the POSА. The voting results in the minutes of the 
General Meeting must include information on the number of the shares under which valid 
votes were cast, the proportion of the capital they represent, the total number of the votes 
validly cast, the number of the votes cast “in favour of” and “against” and, if necessary, the 
number of abstentions, for each of the decisions on the items on the agenda. 

(2) The minutes shall be signed by the Chairman and the Secretary of the meeting, and 
by the vote tellers. 

(3) A list of attendees and the documents relating to the convening of the General 
Meeting shall be attached to the minutes. 

(4) The minutes and the documents attached thereto shall be kept for at least five years. 
Upon request, they shall be provided to the shareholders. 

(5) The minute book shall be kept and stored by a person specially designated by the 
Board of Directors. 

 
Section II. Board of Directors 

Mandate 
 
Art. 39. (1) The Board of Directors of the Company shall be elected by the General 

Meeting for a term of 5 (five) years. 
(2) The members of the first Board of Directors shall be elected for a term of 3 (three) 

years. 
(3) The Board members may be re-elected without limitations. 
(4) After the expiration of their mandate, the members of the Board of Directors shall 

continue to perform their functions until a new Board is elected by the General Meeting. 
 

Composition of the Board of Directors 
 
Art. 40. (1) The Board of Directors shall consist of three to nine natural and/or legal 

persons. The composition of the Board of Directors may be changed by the General Meeting 
at any time. 

(2) The legal person – member of the Board of Directors shall designate a representative 
to perform its duties in the Board of Directors. The legal persons shall have unlimited joint 
and several liability together with the other members of the Board of Directors for the 
obligations arising from the acts of their representatives. 
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(3) The members of the Board of Directors must have higher education and they must 
not: 

1. have been convicted of a premeditated crime of general nature; 
2. have been declared bankrupt as a sole trader or as unlimited liability partners in a 

commercial company, or be in bankruptcy proceedings; 
3. have been members of a management or supervisory body of a company or 

cooperative terminated due to bankruptcy during the last two years preceding the date of the 
decision for declaring bankruptcy, where there are unsatisfied creditors; 

4. be denied the right to hold a position of financial responsibility; 
5. be spouses or relatives to each other up to the third degree, including in a direct or 

collateral line, or to a member of a management or supervisory body of the servicing 
company. 

(4) The requirements under para. 3 shall also apply to the individuals – representatives 
of the legal entities – members of the Board of Directors. 

(5) At least one third of the members of the Board of Directors must be independent 
persons. The independent member of the Board may not be: 

1. an employee in the Company; 
2. a shareholder holding directly or through related persons 25 percent or more of the 

votes in the General Meeting; 
3. a person related to the Company; 
4. a person who has lasting business relations with the Company; 
5. a member of a management or supervisory body, a procurator or an employee of a 

commercial company or another legal entity under items 2, 3 and 4; 
6. a person related to another member of the Board of Directors of the Company. 
 

Management and representation 
 
Art. 41. (1) The Company shall be managed and represented by the Board of Directors. 
(2) The Board of Directors shall assign the execution of its decisions and the 

performance of the functions of the Company’s operative management to one or more of its 
members (Executive Director(s)). The Executive Director may be replaced at any time. 

(3) The Board of Directors may also appoint one or more procurators. 
(4) The Board of Directors may authorize an Executive Director under para. 2 to 

represent the Company together with another Executive Director or another member of the 
Board of Directors, or with a procurator. Such authorization may be revoked at any time. The 
Company may also be represented by two procurators together. 

(5) The names of the persons authorized to represent the Company shall be entered in 
the Commercial Register and shall be made public. 

 
Powers of the Board of Directors 

 
Art. 42. (1) The Board of Directors shall take decisions on all issues related to the 

Company’s activity, except for those, which according to the current legislation and these 
Articles of Association fall within the exclusive competence of the General Meeting. 

(2) The Board of Directors of the Company shall take decisions on: 
1. purchase and sale of real property; 
2. conclusion, termination and rescission of the contracts with the servicing companies 

and with the depositary bank; 
3. control of the performance of the contracts under item 2; 
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4. assisting the servicing company and the depository bank in the performance of their 
functions in accordance with the current legislation and these Articles of Association; 

5. insurance of real property immediately after its acquisition; 
6. appointment of appropriate experts who meet the requirements of Art. 19 of the 

SIPCA and have the necessary qualification and experience for the real property valuation; 
7. investing the free funds of the Company in compliance with the limitations of the law 

and these Articles of Association; 
8. immediate convening of the General Meeting in the occurrence of circumstances that 

are of material importance to the Company; 
9. employment under a labour contract of a Director of Investor Relations; 
10. opening branches and representations 
11. other matters within its competence according to these Articles of Association. 
(3) Unless otherwise specified in the provisions of Art. 114 and next articles of the 

POSA or any other regulation, the Board of Directors of the Company shall have the right to 
take unanimously and without prior authorization by the General Meeting the respective 
decisions under Art. 236, para. 3 of the CL. 

(4) Replacement of the servicing company or the depository bank shall be carried out 
after the prior approval of the FSC. 

Art. 43. (1) (Amend. by a GMS resolution dated 11.07.2007, amend. by a GMS 
resolution dated 28.02.2018) The Board of Directors shall have the right within 5 (five) years 
from the date of the entry in the Commercial Register of the amendment of this Art. 43 to 
increase the Company’s capital at its discretion through the issuance of ordinary registered 
voting shares with a total nominal value of not more than BGN 50,000,000 (fifty million). 

(2) The Board of Directors may exercise the right under para. 1 determining at its own 
discretion the number of the offered shares and their issue value; the term and conditions for 
the transfer of the rights within the meaning of §1, item 3 of the POSA issued against the 
existing shares; the term and conditions for the subscription of the new shares; the term for 
the payment of the issue value of the subscribed shares; the investment intermediary 
authorised to carry out the capital increase, as well as all other conditions of the increase. In 
the decision to increase the capital, the Board of Directors shall also specify the purpose for 
which the funds raised by the respective increase will be expended. 

(3) Within the limitations specified in Art. 43, para. 1, the Board of Directors shall have 
the right to increase the Company’s capital by issuing ordinary registered voting shares to be 
subscribed by the holders of convertible bonds issued by the Company, including convertible 
bonds issued by the Board of Directors in accordance with Art. 44 hereof. 

(4) The Board of Directors shall not be entitled to increase the Company’s capital under 
Art. 112, para. 3 of the POSA. 

(5) In cases where it is required by law, the Board of Directors shall accept and publish 
a prospectus for the public offering of the shares, in the manner and with the content 
established in the applicable law. 

Art. 44. (Amend. by a GMS resolution dated 28.02.2018) (1) The Board of Directors 
shall be entitled within 5 (five) years as of the entry in the Commercial Register of the 
amendment of this Art. 44, to issue bonds, including bonds convertible into shares, with a 
total nominal value of not more than BGN 50,000,000 (fifty million) subject to the 
requirement of Art. 112b, para. 11 of the POSA. 

(2) The Board of Directors may exercise the right under para. 1 of this Art. 44 by 
determining at its own discretion the number and type of the offered bonds; the issue value; 
the amount and manner of the formation of the bond yields; the terms for subscription of the 
offered bonds and for the payment of their nominal and issue value, as well as all other bond 
rights and terms of the offering. In case of issuing bonds convertible into shares, the Board of 
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Directors may, at its discretion, determine the replacement ratio or the manner in which it is 
determined. 

(3) The Board of Directors may issue more than one issue of bonds until the limit 
specified in para. 1 of this Art. 44 is reached. The different bond issues may be offered under 
different conditions. The Board of Directors shall have the right to carry out public offering of 
Company’s bonds in accordance with the applicable provisions of the current legislation. 

 
Quorum and majority 

 
Art. 45. (1) The Board of Directors may pass resolutions if at least 2/3 of its members 

are present in person or represented by another Board member. No member present may 
represent more than one absent member. 

(2) The resolutions of the Board of Directors shall be adopted by a majority of 2/3 of all 
members entitled to vote according to Art. 46, para. 1, item 3 hereof, except in cases where 
the law or these Articles of Association provide for a greater majority or unanimity for the 
adoption of certain decisions. 

 
Due care. Impermissibility of conflicts of interest 

 
Art. 46. (1) The members of the Board of Directors shall be obliged to perform their 

duties with the diligence of a good merchant, to be loyal to the Company and act in the best 
interests of the Company’s shareholders, including: 

1. to perform their duties with the skill, diligence and responsibility inherent to a 
professional, and in a manner that they reasonably believe to be in the interests of all 
Company’s shareholders, only using information that they reasonably consider to be reliable, 
complete and relevant to the moment; 

2. to give priority to the interest of the Company and the Company’s investors over their 
own interest and not to use the facts or circumstances having become known to them during 
the performance of their official and professional duties to benefit themselves or other persons 
at the expense of the Company and the shareholders; 

3. to avoid direct or indirect conflicts between their own interest and the Company’s 
interest, and if such conflicts occur, to disclose them in a timely and complete manner and not 
to participate, nor to influence the other members of the Board, in any decision-making in 
such cases; 

4. not to disclose information of the deliberations and decisions of the Board of 
Directors meetings, as well as other non-public information on the Company, including after 
ceasing to be members of the Board of Directors, until the public disclosure of the relevant 
circumstances by the Company. 

5. to provide and disclose information to shareholders and investors in accordance with 
the requirements of the regulatory and Company’s internal acts. 

(2) Paragraph 1 shall also apply to the individuals who represent the legal entities – 
members of the Board of Directors, as well as to the procurators. 

 
Rules for work of the Board of Directors 

 
Art. 47. (1) The Board of Directors of the Company shall adopt rules for its work and 

shall elect a Chairman and a Deputy Chairman from its members. 
(2) The Board of Directors shall meet at regular meetings at least once a month or at 

extraordinary meetings convened by the Chairman. The latter shall convene mandatorily and 
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on time an extraordinary meeting for reviewing and accepting the reports of the servicing 
company and the depository bank. 

(3) Each member of the Board of Directors may request that the Chairman convene a 
meeting to discuss particular issues. In this case, the Chairman shall be obliged to convene a 
meeting by sending notifications within 3 days before the date of the meeting, unless, in view 
of the urgency of the matter, the meeting is required to be convened within a shorter time. 

(4) The notice of the meeting convocation shall specify the place, date, time of the 
meeting and proposed agenda. 

(5) A meeting convocation notice shall not be required for the members who were 
present at the previous meeting of the Board of Directors if the same then have been informed 
of the place, date, time and agenda of the next meeting. The members who were absent shall 
be notified in accordance with para. 3 and 4. 

(6) Each member of the Board of Directors may request from the Chairman or the other 
Board members the necessary materials concerning the matters to be discussed at the 
forthcoming meeting. 

 
Minutes 

 
Art. 48. (1) Minutes shall be kept of the decisions of the Board of Directors, which shall 

be signed by all members who were present at the meeting. 
(2) The minutes shall be stored by a person specially designated for that purpose. 
(3) The minutes of the Board meetings shall be a trade secret. Facts and circumstances 

therefrom may be published, disclosed or made known to third parties only by a decision of 
the Board of Directors or where a regulatory act so requires. 

 
Liability 

 
Art. 49. (1) The members of the Board of Directors shall be obliged to provide a cash 

guarantee for their management at an amount determined by the General Meeting but not less 
than their 3-month gross remuneration, within seven days after their election. For the 
depositing, release and the consequences if they fail to deposit the guarantee, Art. 116 c, para. 
2 - para. 6 of the POSA shall apply. 

(2) The members of the Board of Directors shall be liable jointly and severally for any 
losses they have caused to the Company. 

(3) Any member of the Board of Directors may be relieved of liability if it is found that 
he/she is not at fault as to the losses incurred. The General Meeting may relieve of liability 
any member of the Board of Directors at a regular annual General Meeting in the availability 
of an annual financial report for the previous year, which have been certified by a registered 
auditor, and an interim accountancy report for the period from the beginning of the current 
year to the date when the General Meeting is held. 

 
Rules for determining the remuneration  
of the members of the Board of Directors 

 
Art. 50. (1) Each member of the Board of Directors shall receive a fixed monthly 

remuneration which may not exceed 10 (ten) times the amount of the minimum monthly 
salary for Bulgaria. 

(2) In addition to the monthly remuneration under para. (1), the Chairman and the 
Deputy Chairman of the Board of Directors, as well as the Executive Directors and other 
members of the Board of Directors, may receive additional remuneration (tantiemes) 
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determined on the basis of the Company assets’ net value per share before the payment of 
dividends. The amount of each remuneration shall be determined by the General Meeting 
subject to the provisions of Art. 60 hereof. 

(3) The persons under para. 1 and 2 may receive different remuneration. 
(4) The remuneration of the members of the Board of Directors shall be determined in 

compliance with the provisions of Art. 60 hereof. 
(5) The remuneration under para. 1 shall be paid monthly in cash or to a bank account 

on the first working day of the month following the month for which it is due, and the 
remuneration under para. 2, to a bank account within five working days after the date of the 
audited annual balance of the Company. 

 
CHAPTER EIGHT 

SERVICING COMPANY 
 

Scope of activity of the servicing company 
 
Art. 51. (1) The Company may not directly carry out the operation and maintenance of 

the acquired real property. It shall assign to one or several commercial companies /servicing 
companies/ the performance of those activities. 

(2) The Company may also assign to servicing companies the performance of other 
activities in accordance with the requirements of the law. 

 
Requirements to servicing companies 

 
Art. 52. Servicing companies shall meet the following conditions. They must: 
1. be commercial companies; 
2. not be in bankruptcy proceedings or liquidation; 
3. have the necessary qualification, experience, organization, material and human 

resources to carry out their duties. 
 

Rights and obligations of servicing companies 
 
Art. 53. (1) The servicing companies shall be obliged to service, maintain and manage 

the real property, to carry out construction and improvements and other tasks assigned to them 
under the contract, in the best interests of the Company, with the diligence of a good merchant 
– professional and in compliance with the requirements of the law, these Articles of 
Association and the specific contract. 

(2) The servicing companies shall have the obligations defined in the specific contracts 
according to their assigned activities, including the obligations: 

1. to exercise control over the state of the Company’s real property; 
2. to carry out all necessary preparatory activities for leasing or selling the property; 
3. to collect from the lessees the rent and in case of improper performance of the 

lessees’ obligations, to take the necessary action to protect the Company’s interests; 
4. to keep the necessary accountancy with respect to the assigned activities; 
5. to present on a regular basis and at the request of the Company information on the 

performance of the assigned activities. 
(3) The servicing companies shall be entitled to remuneration and other rights under the 

concluded contract. 
 

Rules for determining the remuneration of the servicing companies 
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Art. 54. The amount of the remuneration of the servicing company should be justified 

in view of the nature and volume of the assigned work and the market conditions in the 
country, and shall be determined by a resolution of the Board of Directors. The amount of the 
remuneration shall be determined and changed in compliance with the provision of Art. 60 
hereof. 

 
Replacement of the servicing company 

 
Art. 55. Replacement of the servicing company shall be carried out by a resolution of 

the Board of Directors of the Company, after the prior approval of the FSC. 
 

CHAPTER NINE 
DEPOSITORY BANK 

 
Functions of the depository bank 

 
Art. 56. (1) The depository bank shall keep the cash funds and securities of the 

Company. 
(2) The dematerialized securities held by the Company shall be entered in a register of 

the Central Depository or other depository institution to the sub-account of the depository 
bank, and its cash funds and other securities shall be kept in the depository bank. 

(3) The depository bank shall make all payments on behalf of the Company in 
accordance with the conditions laid down in the Company’s Articles of Association and 
Prospectus. 

(4) The relations between the Company and the depository bank shall be regulated by a 
contract for depository services. 

 
Requirements to the depository bank 

 
Art. 57. The depository bank shall meet the requirements under Art. 173 of the POSA. 
 

Rights and obligations of the depository bank 
 
Art. 58. (1) The depository bank shall: 
1. ensure that the payments relating to transactions with the Company’s assets be made 

within the statutory time limits, unless the counterparty is in default or there are sufficient 
grounds to believe that it is in default; 

2. ensure the collection and utilization of the Company’s income in accordance with the 
law and the Company’s Articles of Association; 

3. dispose of the Company’s assets entrusted to it only on the instructions of the 
authorized persons, unless they contravene the law, these Articles of Association or the 
depository service contract; 

4. regularly report to the Company on the assets entrusted and operations performed. 
(2) The depository bank shall also perform other obligations laid down by law or by the 

depository service contract. 
(3) In performing its duties, the depository bank shall be guided by the Company’s 

interests. 
(4) The depository bank shall be entitled to remuneration, typical of the services 

rendered, as well as other rights under the depository service contract. 
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Replacement of the depository bank 

 
Art. 59. (1) Replacement of the depository bank shall be permitted by a decision of the 

Board of Directors after approval by the FSC. 
(2) The specific terms, order and procedures for transferring the Company’s assets to 

another depository bank shall be agreed in the contract with the depository bank and shall be 
carried out after the FSC has approved the replacement of the depository bank. These terms 
may not be longer than 10 (ten) days from the date of the FSC’s approval of the replacement. 

 
CHAPTER TEN 

MAXIMUM AMOUNT OF THE EXPENSES 
FOR THE MANAGEMENT OF THE COMPANY 

 
Art. 60. The maximum amount of all expenses for the management and servicing of the 

Company, including the expenses for the remuneration of the members of the Company’s 
Board of Directors, the servicing companies, the registered auditor, the valuers and the 
depository bank, may not exceed 8% (eight percent) of the asset value on the Company’s 
balance sheet. 

 
CHAPTER ELEVEN 

YEAR-END CLOSING 
 

Year-end closing documents 
 
Art. 61. (1) By the end of February each year, the Board of Directors shall prepare a 

financial report and an activity report for the previous calendar year and shall submit them to 
the registered auditors appointed by the General Meeting. 

(2) Where the General Meeting has not appointed registered auditor(s) by the end of the 
calendar year, at the request of the Board of Directors or any individual shareholder he/they 
shall be appointed by the court. 

 
Activity report 

 
Art. 62. (1) Upon receipt of the registered auditors’ report, the Board of Directors shall 

present to the General Meeting a financial report, an activity report and the auditors’ report. 
(2) The activity report shall describe the activities over the year and the Company’s 

current state, and shall clarify the annual financial report. The report shall also contain other 
information required by the applicable regulations. 

 
Obligation for specific reports of the Company 

 
Art. 63. (1) The Company shall present to the FSC and the regulated market an annual 

and quarterly report with the contents and within the terms as laid down in the POSA and its 
implementing acts. The Company shall provide the FSC and other authorized bodies and 
organizations with other information as required by the current legislation. 

(2) The Company shall publish a notice of the report presentation, and the location, 
manner and time for inspecting the reports, in at least one central daily newspaper within 7 
days of their presentation. 
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CHAPTER TWELVE 
DISTRIBUTION OF PROFIT 

 
Art. 64. (1) Dividends shall be paid if, according to the audited and accepted financial 

report for the respective year, the net asset value reduced by the dividends to be paid is not 
less than the sum of the Company’s capital, the Reserve Fund and the other funds which the 
Company shall be obliged to set up by law or in accordance with these Articles of 
Association. 

(2) Within the meaning of para. 1, the net asset value shall be the difference between the 
value of the rights and the liabilities of the Company according to its balance sheet. 

(3) (Amend. by a GMS resolution dated 28.02.2018) The payments under para. 1 shall 
be made up to the amount of the profit for the respective year and the retained profit from 
previous years reduced by the uncovered losses from previous years and the deductions for 
the Reserve Fund and the other funds which the Company shall be obliged to set up by law or 
in accordance with these Articles of Association. 

(4) The Company shall be obliged to distribute as dividends at least 90% of its profit for 
the financial year. 

(5) The dividends shall be paid to the shareholders within 3 (three) months of the 
holding of the General Meeting at which a decision for distribution of the Company’s profit 
has been taken. 

Art. 64a. (New, adopted by a GMS resolution dated 28.02.2018) (1) The Company 
shall set up a Reserve Fund of a minimum amount equal to 10% (ten percent) of the 
Company’s registered capital. 

(2) Until the minimum amount of the Reserve Fund referred to in Art. 64a, para. 1 is 
reached, the Company shall allocate 1/10 (one tenth) of its profit to fill up the Reserve Fund. 

(3) In addition to the funds as provided for in para. 2 above, the funds received or 
formed by the Company as a result of: 

1. subscription of shares or bonds issued by the Company at a value higher than the 
nominal value; 

2. the additional payments made by the shareholders for the preferences granted to them 
for the shares, or 

3. reduction of the nominal value of shares issued by the Company, 
shall be transferred in full to the Reserve Fund of the Company, regardless of whether 

the minimum amount of the Reserve Fund referred to in Art. 64a, para. 1 has been reached. 
(4) The Reserve Fund resources may only be used to cover the Company’s accumulated 

losses, including for previous periods. 
 
 

CHAPTER THIRTEEN 
TRANSFORMATION OF THE COMPANY 

 
Art. 65. (1) The transformation of the Company through consolidation or merger shall 

be carried out with the FSC’s permission only between special investment purpose companies 
which securitize assets of the same type. 

(2) The transformation of the Company through division or separation shall be carried 
out with the FSC’s permission, and the newly established company or companies must also be 
special investment purpose companies. 

 
CHAPTER FOURTEEN 

FINAL PROVISIONS 
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§1. For all issues not specifically regulated in these Articles of Association, the 

provisions of the Special Purpose Investment Companies Act , the Public Offering of 
Securities Act , the Commercial Law and the respective regulations shall apply. 

§2. In case of discrepancy between the provisions of these Articles of Association and 
any regulation, the latter shall apply without the need to amend these Articles of Association, 
unless expressly specified by the regulation. 

These Articles of Association have been adopted at the Constituent Meeting of 
BULGARIAN REAL ESTATE FUND Inc. held on 4th October 2004, and amended by 
resolutions of the General Meeting of Shareholders of the Company held on 30 May 2006, 11 
July 2007, 29 June 2009, 23 July 2010, 13 July 2011, 16 July 2015, 22 February 2016, 11 
August 2016 and 28 February 2018. 

 
 
 

Copy certified correct as of 28th February 2018 

 

 

………………………………. 

Todor Lyudmilov Breshkov, Chairman of the Board of Directors 

of Bulgarian Real Estate Fund Inc. 


