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Forthcoming developments related to payment and 
settlement systems

Nina Stoyanova 
Deputy Governor of the BNB,  

in charge of the Banking Department

The payment and settlement systems in Bulgaria continue 
their development, which aims to both introduce modern 
technological solutions and guarantee the security of the 
payment process, as well as preparation for the introduction of 
the euro in Bulgaria.

The Bulgarian National Bank (BNB), the banks and payment 
systems – participants in the Bulgarian national component 
system (TARGET2-BNB) of the system for large value 
payments in euro TARGET2, are actively working to join the 

new consolidated TARGET Services platform. It will combine on a technical 
and functional level the TARGET2 payment system, the securities settlement  
platform TARGET2-Securities (T2S) and the service for instant transfers in euro 
TIPS, and as of November 2023 also a single Eurosystem Collateral Management 
System (ECMS). The launch of the consolidated platform in live environment 
is scheduled for 20 March 2023. The implementation of the new platform is 
determined by technological innovations in the field of payments, regulatory 
requirements and the changing needs of the participants. The changes will allow 
the use of ISO 20022 messages, a harmonized access interface and common 
components in relation to all TARGET services and will lead to the modernization 
of the systems and the improvement of their overall efficiency and security.

In addition, at the beginning of this year, the project for migration of customer 
credit transfers in BGN to the standards of the Single Euro Payments Area (SEPA) 
was implemented. In this way, the processing of these payments went from 
being settled at a specific time three times a day to being settled throughout the 
day, within an hour. Thus, in practice, clients’ transfers in BGN already fulfil the 
technical and business requirements of the SEPA transfer standards, which also 
apply to payments in the euro area. Another important project, which started 
last year and is already in live phase, is for the execution of instant payments 
in BGN, where transactions are carried out within 10 seconds, 365 days a year,  
24 hours a day. Nearly 2/3 of the customer accounts in Bulgaria are now  
reachable for instant payments. The deadline for migration to the new platform 
for instant payments in BGN is April 2023. The successful implementation of 
these projects and the broad participation of the banking community in them 
are prerequisites for a smooth future migration of all customer payments to 
payments in euro, in accordance with the standards applicable in the euro area.



The Bulgarian National Bank, as the regulator and operator of the component 
system TARGET2-BNB, provides the necessary assistance to BORICA AD in the 
process of preparing the payment systems operated by the company for the 
introduction of the euro and ensuring full reachability for banks when executing 
SEPA customer payments in euro through the BISERA7-EUR system. In October 
2022, a working meeting of the subgroup “Payment systems and payment 
service providers”1 was held, at which the BNB and BORICA AD clarified issues 
related to the development of payment systems in the country, in the context of 
the future introduction of the euro.

In order to prepare and organise the migration of payments in the public sector 
in the country to the SEPA standards, an interdepartmental working group was 
created, which holds regular meetings. The project covers a wide range of 
tasks related to defining the structure of budget payments in ISO 20022 format, 
settlement of budget transfers in the new platform of BISERA6 for payments in 
BGN, based on the SEPA credit transfer scheme (SCT) of the European Payments 
Council, optimization of processes of centralization of budget funds, changes in 
the SEBRA system and the information exchange in it, and others.

Changes in payment orders and the way of processing transfers from/to the 
budget are will affect the banking community, the budget administrators and 
municipalities. It is envisaged to increase the maximum limit for transfers 
processed through BISERA6 from BGN 100 000 to BGN 500 000, and at a 
later stage to completely remove it, in accordance with the SEPA requirements, 
where payment systems do not have a limit on the value of processed transfer 
orders. Upon dropping this transaction limit, the large value payment systems 
in BGN (RINGS) and EUR (TARGET2-BNB) will in practice continue to process 
mainly interbank credit transfers and settlement requests submitted by the 
participating payment systems and securities settlement systems.

With regard to the securities settlement systems in the country, changes are 
being prepared in accordance with the measures and activities foreseen in 
the National Euro Changeover Plan of the Republic of Bulgaria 22, and more 
specifically, joining of the Depository for Government Securities in the BNB 
(BNBGSSS) and the Central Depository AD (CD AD) to TARGET2-Securities. In 
September 2022, an explanatory seminar was held with the banks participating 
in the BNBGSSS with regard to the activities in the T2S accession project.

TARGET2-Securities offers pan-European settlement – of cash and securities, 
in central bank money. In this way Bulgarian securities will have a better 
accessibility for investors from the European Union (EU). The T2S platform 
provides harmonized and standardized settlement services, based on the 
Delivery vs Payment (DvP) principle, on a real-time gross basis. Currently, 20 
European Central Securities Depositories (CSDs) use T2S. In line with the ECB 
schedule, it is planned that BNBGSSS will join T2S during the next migration 
window – in September 2023, together with Central Depository AD and 3 other 
CSDs from the EU. After November 2023 only securities settled in T2S will be 
able to be used as collateral in the Eurosystem’s main refinancing operations if 
they meet the relevant criteria. Link between T2S and ECMS is foreseen, and the 
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funds for these operations will be settled on the accounts in the new TARGET 
Services platform. 

In accordance with the requirements of the ECB for joining T2S, BNBGSSS and 
CD AD completed the preparation of the self-assessments of their systems 
and business processes. In the current fourth quarter of 2022 the signing of 
Framework Agreements for participation in T2S (T2S Framework Agreement) 
is also planned. In accordance with the Eurosystem’s schedule for testing and 
inclusion of new CSDs in T2S, tests with depositories should begin in December 
2022, and tests with the participation of banks – in the second quarter of 2023.

Initially, BNBGSSS participants will be included in T2S as indirect participants 
(Indirectly connected parties) and will continue to send government securities 
settlement instructions to the BNBGSSS operated system, which, after validation 
and matching, will be sent to T2S. In this way, the communication between 
the BNBGSSS and its participants will remain unchanged and this will not 
require changes in the internal government securities systems operated by 
the participants. Communication with T2S via messages in XML format (ISO 
20022), according to the requirements of the platform, will be a commitment of 
BNBGSSS.

For the settlement of securities transactions in T2S, BNBGSSS will open 
securities accounts in T2S for its participants. BNBGSSS participants should 
ensure liquidity in special payment accounts in T2S (Dedicated Cash Accounts) 
opened at the BNB or at another central bank in the TARGET Services platform. 
T2S will be accessed through the Eurosystem Single Market Infrastructure 
Gateway (ESMIG), which will be used for the consolidated platform for TARGET 
services.

In conclusion, it should be noted that the changes in our country fully correspond 
to the trends in Europe towards the development of a harmonized and 
integrated financial and payment infrastructure based on common standards 
and instruments. The intensely ongoing processes, coordinated with all market 
participants, are a prerequisite for implementing the necessary changes in the 
payment systems and moving to the settlement of all payments in euro upon the 
country’s accession to the euro area.

 

1. Established under the „Money, Payment Infrastructure and Credit Institutions“ working group, according to Resolution No. 168 of the Council of 

Ministers of 03.07.2015 (amended - DV No. 26 of 2021, effective as of 30.03.2021)

2. Adopted by the Council of Ministers on 27 May 2022
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Growth in client assets managed by investment 
service providers

Diana Miteva  
Chairperson of the  

Investor Compensation Fund

Recent years have marked a significant increase in interest 
in investment services offered by investment intermediaries, 
banks and asset management companies.

There is a trend of steady growth in the number of clients 
eligible to compensation from the Investor Compensation 
Fund, as well as in their assets. As of the 30th of June 2022, the 
protected clients of investment intermediaries, banks and asset 
management companies equalled to 194,049 and the assets 
owned by them amounted to BGN 5.2 billion. Compared to the 

end of 2021, the increase was respectively 3% for clients and 10% for assets. 
If we look into the more distant past and compare the market with the years 
before the global financial crisis, the highest value of the assets protected by the 
Fund was BGN 2.5 billion in 2008. This value was reached again in 2020 and 
since then it has been increasing significantly.

One of the reasons for this trend was the prolonged period of very low interest 
rates on deposits over the past 6 years, especially since 2020. Since the middle 
of 2022, as a result of the monetary policy of the central banks, a market 
correction has begun, the negative interest rate has become a thing of the past, 
and we expect to see whether and how this will affect the amount of client 
assets protected by the Fund.

In addition to the assets subject to protection, growth was also observed in the 
remaining clients’ assets, which reached BGN 38.4 billion at the end of June. For 
another year, the tendency the majority of the clients’ assets to be managed by 
banks is maintained - 69% of the protected and 80% of the unprotected clients’ 
assets.

In 2021, the Management Board of the Fund began discussing possible changes 
to the Fund’s legislation, which in the mid-2022 were finalized and presented 
to the Financial Supervision Commission for discussion. The proposed draft 
law takes into account most of the provisions of the applicable law, but at the 
same time foresees changes in the amount of compensation, the method of 
calculating the annual contributions to the Fund, the targeted level of available 
funds, the funding of the scheme, etc. The proposal is based on the experience 
of the Fund, which it has accumulated during its 17 years of existence, but also 
on the changed market environment, and good foreign practices in the field of 
investor compensation.

Since the beginning of 2017, the Fund’s Management Board is also responsible 
for the management of the resolution fund for investment intermediaries, which 
is not an independent legal entity. The main activity of the resolution fund is to 
finance the implementation of the instruments provided in the legislation for the 
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recovery and restructuring of investment intermediaries that have a full license to 
provide investment services. In order to carry out its main activity, the resolution 
fund collects contributions from the obliged investment intermediaries, as they 
are determined every year by the FSC in its capacity as an authority for the 
restructuring of investment intermediaries. As of the 30th of June, 2022, the 
funds raised equal to BGN 216 thousand. The procedure for restructuring of 
investment intermediaries has not been activated so far, and for that reason the 
fund has not been activated yet.

In 2022, the participants in the Fund (investment intermediaries, banks-
investment intermediaries and asset management companies) pay a lower 
contribution applied to the financial instruments, which was reduced by the 
Management Board to 0.03% (from 0.05% in the previous 12 years). The amount 
of the contribution for the cash funds subject to compensation was kept at the 
level of 0.25% which has been applied for five years. The main reasons for 
reducing the amount of the contribution applied to financial instruments are the 
significant amount of the accumulated Fund’s resources and the high degree of 
coverage of the Fund’s resources in case of compensation payments.

The resources collected by the Fund, the main part of which is due to annual 
payments of contributions by the participants, are used to pay compensations 
to investors in financial instruments, clients of investment intermediaries, banks 
and asset management companies. The amount of compensation for each 
investor paid by the Fund is 90% of the amount of the claim, but not more than 
BGN 40,000. As of the 30th of June, 2022, the amount collected by the Fund for 
the purpose of paying compensation reached BGN 20.275 million. This amount 
is mainly invested in government securities.

As of the 30th of June, 2022, 35 investment intermediaries, 17 banks-investment 
intermediaries and 3 asset management companies (out of a total of 32 asset 
management companies in the country) participate in the Fund.

The Fund maintains effective communication with participants in the scheme 
and all stakeholders. It also carries out constant information exchange with 
other EU investor compensation systems in order to improve the activity 
in accordance with the existing best practices. In this regard, it is an active 
participant in meetings of European system of investor compensation schemes 
and contributes to international cooperation and development of research in 
the field.
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Vasil Golemanski 
Executive Director  

Central Depository AD

Central Depository AD has joined the network of over 20 
European securities depositories that use the T2S platform for 
settlement in euro

On the 18th of October, 2022 Central Depository AD and the 
European Central Bank signed a framework agreement for 
joining T2S after a year of fruitful cooperation between the 
expert teams of both institutions. An exact date for the migration 
of the Central Depository AD and the official start of operational 

activity in T2S will be determined after further analysis and after the completion 
of a series of system readiness tests.

The accession of the Central Depository AD to T2S is an important step for 
the continued integration of the pan-European capital market, although it is not 
directly related to the adoption of the euro in Bulgaria. It is expected that the 
Central Depository AD will officially be able to offer settlement in euro through 
T2S for issues in euro by the end of 2023, and as a second step, all remaining 
instruments will be transferred to T2S after the accession of Bulgaria to the 
Eurozone.

What is T2S?

T2S is a modern, technological securities settlement platform supported by the 
Eurosystem and administered by the ECB. More than 20 European countries 
participate in the platform, with T2S providing a settlement option in euro and 
Danish krone available to all market participants.

The development of the platform, as part of the TARGET services of the ECB, is 
connected with a number of important initiatives of the European Commission. In 
order to adhere to T2S, candidate depositories go through a long and complex 
procedure to demonstrate the required level of readiness and compatibility of 
the systems.

What are the benefits of T2S?

T2S lays the foundations for a single securities settlement market in Europe and 
thus contributes to the strengthening of the integration of European financial 
markets. From the investors’ point of view, T2S facilitates investments in 
securities in other EU countries, being guided by uniform rules and significantly 
reducing cross-border settlement costs. Banks that trust Central Depository AD 
for participation in T2S can benefit from the pool of collateral and liquidity, which 
allows for greater flexibility in the provision of services. There are also benefits 
for the entire Bulgarian capital market, because membership in T2S increases 

The Bulgarian capital market is now part of the 
European family of TARGET2-Securities
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the quality of the general market infrastructure, reduces risk and increases 
financial stability in the countries participating in T2S.

What is ahead?

In addition, it should be mentioned that by joining the T2S by the Central 
Depository AD, the connection of the Bulgarian capital market with the European 
capital markets will be significantly increased, at an exceptionally reasonable 
price. Also, opportunities are created for major international financial services 
and global custodians, who are direct users in T2S, to gain access to the clearing 
and settlement infrastructure of the Bulgarian capital market in the same direct 
way.

The agreed opportunity for the Central Depository AD to join T2S is in two 
stages: first, the issues of financial instruments denominated in euro, and then 
all other issues upon the admission of Bulgaria to the Eurozone. Thus, we will 
have a smooth transition from settlement of Bulgarian financial instruments 
to settlement in T2S. An opportunity is being created for Bulgarian financial 
instruments to gain access to European markets even before the accession of 
the country to the Eurozone.

An important part of the project is the payment process for transactions subject 
to settlement in T2S, which is carried out through central banks, in this case – 
the Bulgarian National Bank. Therefore, the BNB, in its capacity as the Central 
Bank in T2S, has a key role in this project. This puts the interaction between the 
Central Depository AD and the BNB at a new level at every stage of the project.

A detailed plan for all T2S accession project activities is currently being 
prepared. In the first half of 2023 detailed presentations, trainings and tests with 
all capital market participants are planned. Once these plans have been agreed 
with T2S and the BNB, they will be made public in the part that concerns market 
participants.
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IN BRIEF

   In July, the Executive Board of the ABB approved the candidatures of Mrs. 
Miroslava Zafirova from Bulgarian Development Bank and Mrs. Velislava Petrova 
from D Commerce Bank for inclusion in the list of the representatives of the 
ABB as members of the Conciliation Commission on Payment Disputes. The 
Commission functions according to the Law on Payment Services and Payment 
Systems, and with them the list of the ABB includes 15 representatives.

   In September, an annual regular General Assembly of the shareholders 
of „International Banking Institute“ Ltd. was held. As the shareholder Higher 
Banking School, France left and the shares were taken over by the ABB /3 out 
of a total of 29/, the IBI was transformed into an EOOD, with ABB remaining the 
sole owner of the capital.

During the General Assembly, a decision was made to extend the mandate of 
the managers - Mrs. Diana Miteva, Chairperson of the Executive Board of the 
ABB, Mrs. Petya Dimitrova - member of the Executive Board of the ABB and Mrs. 
Maria Georgieva, Director of IBI.

   In September, the Executive Board of the ABB elected two new members of 
the National Adherence Support Organization /NASO/ at the ABB, established 
according to the requirements of the European Payments Council. The actual 
two members of NASO were joined by Mr. Radoslav Daskalov from Eurobank 
Bulgaria - a member of the Payment Systems Committee at the Executive Board 
of the ABB and current representative of the ABB in the Working Group on the 
Evolution of SEPA Schemes at the European Payments Council /EPS/ and Mrs. 
Eleonora Hristoforova - legal advisor of the ABB.
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