ACT ON SECURITIES AND INVESTMENT SERVICES
(THE SECURITIES ACT)

The full text of Act No 566/2001 of 9 November 2001 on securities and investment
services (the Securities Act), as amended by Act No 291/2002, Act No 510/2002, Act No
162/2003, Act No 594/2003, Act No 43/2004, Act No 635/2004, Act No 747/2004, Act No
7/2005, Act No 266/2005, Act No 336/2005, Act No 213/2006, Act No 644/2006, Act No
209/2007, Act No 659/2007, Act No 70/2008, Act No 297/2008, Act No 552/2008, Act No
160/2009, Act No 186/2009, Act No 276/2009 Act No 487/2009, Act No 492/2009, Act No
129/2010, Act No 505/2010, Act No 46/2011, Act No 130/2011, Act No 394/2001, Act No
520/2011, Act No 440/2012, Act No 132/2013, Act No 206/2013, Act No 352/2013, Act No
213/2014, Act No 371/2014, Act No 39/2015, Act No 117/2015, Act No 323/2015, Act No
253/2015, Act No 359/2015, Act No 361/2015, Act No 375/2015, Act No 388/2015, Act No
389/2015, Act No 437/2015, Act No 91/2016, Act No 125/2016, Act No 289/2016, Act No
292/2016, Act No 237/2017, Act No 177/2018, Act No 373/2018, Act No 156/2019, Act No
211/2019, Act No 312/2020, Act No 340/2020, Act No 423/2020 and Act No 209/2021.

The National Council of the Slovak Republic has adopted this Act:
ARTICLE |
DIVISION ONE
GENERAL PROVISIONS

Section 1
Scope of the Act

This Act regulates securities, investment services, certain contractual relations concerning
securities, certain relations associated with the business of persons providing investment services
and with the business of central securities depositories (hereinafter referred to as ‘central
depositories’ or individually as a ‘central depository’), certain relations associated with the
business of other entities in the financial market field, and supervision of the capital market
(hereinafter ‘supervision’) to the extent set out in this Act.

Section 2

(1) A security means any instrument or record which is assessable in monetary terms, made
in a form stipulated by law, carrying rights as defined in this Act and rights pursuant to other acts,*
in particular the right to demand certain assets or exercise certain rights against persons specified
by law.

(2) The system of securities comprises the following classes of securities:
(@) shares;?
(b) interim certificates;?
(c) shares or units of collective investment undertakings (hereinafter ‘CIU shares or units’);?*
(d) bonds;®
(e) certificates of deposit;®
() Treasury bills (Section 3);



(9) passbooks;’

(h) coupons (Section 4);

(i) bills of exchange;®

() cheques;®

(k) traveller’s cheques;®

() bills of lading;°

(m) warehouse certificates;!

(n) warehouse warants;?

(0) goods warrants;*2

(p) shares in cooperatives;*

(r) investment certificates;

(s) depository receipts;

() certificates under other legislation;'3
(u) other types of securities designated as such by other legislation.

Section 3
Treasury bills

(1) A Treasury bill is a security maturing within one year from its date of issue. Income
generated by the Treasury bill is determined as the difference between its nominal value and
issue price. A Treasury bill establishes the right of its holder to demand upon maturity the
payment in cash of its nominal value. A Treasury bill may also be issued, without giving a
reason for its liability, to its own order by the European Central Bank in cooperation with
Narodna banka Slovenska, the Ministry of Finance of the Slovak Republic (hereinafter ‘the
Ministry’) on behalf of the Slovak Republic,** by a bank, or by a foreign bank through its branch
situated in the territory of the Slovak Republic;® Treasury bills are subject to the provisions of
another act,'® unless provided otherwise in this Act or in another act.'*

(2) The particulars, issuing terms and the payment of Treasury bills are subject to the
provisions of another act.6

Section 4
Coupons

(1) For exercising the right to income from shares, interim certificates, bonds, or CIU
shares or units, coupons may be issued as registered paper securities or order securities.

(2) Coupons shall be issued in the form of coupon sheets. A coupon sheet may include
a talon which entitles the holder to receive a coupon sheet. The talon is not a security.

(3) A coupon shall contain information about:
(@) the class, issuer, and numerical identification of the security it relates to, with the exception
of the numerical designation of a book-entry security;
(b) the amount of dividend or the way it is determined; and
(c) date and place where the right to the dividend may be exercised.

Section 4a
Investment certificates



(1) An investment certificate is a security whose value is tied to the value of indexes,
interest rates, shares, debt securities, exchange rates, commodities, or other underlying assets,
or a combination thereof. Attached to the investment certificate is the right to settlement:

(a) through acquisition of financial instruments or gold, which are underlying assets of the
investment certificate;

(b) in cash;

(c) by acombination of methods under subparagraphs (a) and (b).

(2) The issuer of an investment certificate may only be a bank, a foreign bank, an
investment firm that fulfils the initial capital requirement at least to the extent as referred to in
Section 54(12) or a similar foreign investment firm.

(3) An investment certificate shall include:

(a) the issuer’s business name, registered office address, identification number, and LEI code,
if assigned;

(b) the designation ‘investment certificate’, and the form and wording of an investment
certificate;

(c) the name and ISIN code of the investment certificate;

(d) the nominal value of the investment certificate in euro or another currency;

(e) details of how the investment certificate is to be redeemed and how its value is to be
determined,;

(f) information on the underlying asset under other legislation;'6

(9) the date or dates of settlement if the terms of issue of the investment certificate do not
identify the certificate as a permanent financial instrument not subject to a settlement
obligation;

(h) information on transferability of the investment certificate or restrictions on its
transferability.

(4) An investment certificate may contain other written definitions of rights and
obligations.

(5) The issuing terms of investment certificates are a summary of the rights and
obligations of the issuer and the holder of the investment certificates.

(6) The issuer shall be responsible for the data contained in the issuing terms of
investment certificates. The issuing terms of investment certificates shall contain a statement
of the issuer confirming that the information therein is complete, true and in accordance with
the particulars of investment certificates under paragraphs 3 and 4.

(7) Anybody who issues issuing terms of investment certificates containing incomplete
or false information or information that is inconsistent with the particulars of investment
certificates under paragraphs 3 and 4, shall be responsible for any damage caused.

(8) The issuer may change the issuing terms of investment certificates only if the change
applies to the issuer’s designation, issuer’s registered seat, a change of the place of payment or
the correction of typos, numbers or other obvious inaccuracies.

(9) The issuer shall make the terms of issue of investment certificates accessible no later
than on the commencement date of their issue on:



(a) adata carrier which enables reproduction of the terms of issue of investment certificates in
an unchanged form and their storage so as to allow their use at least until the maturity date
of the investment certificates;

(b) the issuer’s website; or

(c) the website of a financial institution placing or selling these investment certificates.

(10) The issuer shall make any changes to the terms of issue of investment certificates
and their full text accessible immediately after their execution in the same way as it made
accessible the original terms of issue of the investment certificates.

(11) The issuer shall make the full text of the terms of issue of investment certificates
accessible to the owner of the investment certificates at the owner’s request.

(12) The issuer shall submit the terms of issue of investment certificates to the central
depository within 15 days from the commencement date of their issue. The central depository
shall make the terms of issue of investment certificates accessible to the owner or holder of the
investment certificates at his request. In the event of any changes to the terms of issue of
investment certificates the issuer shall submit the changes as well as the full text of the terms
of issue of the investment certificates to the central depository.

(13) In the case of investment certificates for which a securities prospectus under other
legislation'62® was elaborated for the purposes of a public offer, the issuer may replace the
terms of issue of the investment certificates by a separate part of the securities prospectus
containing only the full text of the terms of issue of the investment certificates, and in such case
the separate part of a securities prospectus containing the terms of issue of the investment
certificates shall be submitted to the central depository; this is without prejudice to the
provisions of paragraphs 5 to 8, 10 and 11.

(14) An investment certificate that its issuer acquires before the certificate’s maturity
shall not expire unless the issuer decides otherwise. Rights and obligations related to investment
certificates that are owned by the issuer shall expire on the maturity date of the investment
certificate unless they expire earlier by a decision of the issuer.

(15) The issue of investment certificates can also be divided into in a number of parts
(tranches) within the period for underwriting if this option is specified in the terms of issue of
the investment certificates.

(16) If an issue of investment certificates fails, the issuer shall, within 20 days from
expiration of the period for underwriting, return to the underwriter the amount underwritten and
paid by him together with interest in the amount of a weighted average of the ECB base interest
rate for the period from the date when the issue price was paid.

(17) The rights arising from investment certificates shall lapse ten years after the date
of settlement.

(18) An investment certificate provided as collateral for hedging a transaction of
Narodna banka Slovenska'®® shall fulfil the requirements and conditions set out in other
legislation. 6



(29) If, in the investment conditions of an investment certificate, the issuer states that
the certificate is financial instrument to which no redemption obligation attaches, or there is
stated a fact that is permanently or temporarily reducing the value of the certificate and enabling
its conversion into Common Equity Tier 1 capital instrument under other legislation,'® such
certificate may be marketed only to professional clients under Section 8a(2).

Section 4b
Depository receipts

For the purposes of this Act, ‘depository receipts’ means those securities which are
negotiable on the capital market and which represent ownership of the securities of a non-
domiciled issuer while being able to be admitted to trading on a regulated market and traded
independently of the securities of the non-domiciled issuer.

Section 5
Financial instruments

(1) The following are financial instruments:

a) transferable securities;

b) money market instruments;

c) CIU shares or units;

d) options, futures, swaps, forward rate agreements (‘forwards’) and any other derivative
contracts relating to securities, currencies, interest rates or yields, emission allowances or
other derivatives instruments, financial indices or financial measures which may be settled
physically or in cash;

e) options, futures, swaps, forwards and any other derivative contracts relating to
commaodities that shall be settled in cash or may be settled in cash at the option of one of
the parties other than by reason of default or other termination event;

f) options, futures, swaps and any other derivative contracts relating to commaodities that can
be physically settled provided that they are traded on a regulated market, a multilateral
trading facility (MTF), *%2 or an organised trading facility (OTF),'% except for wholesale
energy products traded on an OTF that shall be physically settled:;

g) options, futures, swaps, forwards and any other derivative contracts relating to
commaodities that can be physically settled not otherwise mentioned in subparagraph (f),
and not being for commercial purposes, which have the characteristics of other derivative
financial instruments;

h) derivative instruments for the transfer of credit risk;

i) financial contracts for differences;

j) options, futures, swaps, forwards and any other derivative contracts relating to climatic
variables, freight rates, or inflation rates or other official economic statistics that shall be
settled in cash or may be settled at the option of one of the parties other than by reason of
default or other termination event, as well as any other derivative contracts relating to
assets, rights, obligations, indices and measures not otherwise mentioned in this paragraph,
which have the characteristics of other derivative financial instruments and are traded on a
regulated market, OTF or MTF;

k) emission allowances consisting of any units recognised for compliance with the
requirements of other legislation.!’@



(2) By a decree to be promulgated in its full text in the Collection of Laws of the Slovak

Republic (hereinafter ‘the Collection of Laws’), Narodna banka Slovenska may lay down
details of what is meant by financial instruments as mentioned in paragraph 1.

a)
b)
c)
d)
e)
f)

9)
h)

i)

f)
9)

Section 6
Investment services, investment activities and ancillary services

(1) The following are investment services and investment activities:
reception and transmission of client orders in relation to one or more financial instruments;
execution of orders on behalf of clients;
dealing on own account;
portfolio management;
investment advice;
underwriting of financial instruments and/or placing of financial instruments on a firm
commitment basis;
placing of financial instruments without a firm commitment basis;
operation of an MTF;
operation of an OTF.

(2) The following are ancillary services:
safekeeping and administration of financial instruments for the account of clients,
including custodianship and related services, such as cash/collateral management;
granting credits or loans to an investor to allow him to carry out a transaction in one or
more financial instruments, where the provider of the credit or loan is involved in the
transaction;
advice on capital structure and business strategy, and advice and services relating to
mergers, transformations, divisions, and the purchase of undertakings;
foreign exchange services where these are connected to the provision of investment
services;
investment research and financial analysis or the other forms of general recommendation
relating to transactions in financial instruments;
services related to the underwriting of financial instruments;
services and activities included under paragraph 1(a) to (f) related to the underlying of the
derivatives included under Section 5(1)(e) to (g) and (j), where these are connected to the
provision of investment or ancillary services.

(3) For the purposes of this Act, ‘execution of orders on behalf of clients’ means acting

to conclude agreements to buy or sell one or more financial instruments on behalf of clients and
includes the conclusion of agreements to sell financial instruments issued by an investment firm
or a bank at the moment of their issuance. The investment service of receiving and transmitting
orders in relation to one or more financial instruments includes the intermediation of
transactions in one or more financial instruments.

(4) For the purposes of this Act, ‘dealing on own account’ means trading against

proprietary capital resulting in the conclusion of transactions in one or more financial
instruments; the management of proprietary capital does not constitute dealing on own account.



(5) For the purposes of this Act, ‘portfolio management’ means managing portfolios of
financial instruments in accordance with mandates given by clients at the discretion of the
portfolio manager.

(6) For the purposes of this Act, ‘investment advice’ means the provision of personal
recommendations to a client, either upon its request or at the initiative of the investment service
provider, in respect of one or more transactions relating to financial instruments.

(7) For the purposes of this Act, ‘underwriting’ means the acquisition of financial
instruments from their issuer, upon their issuance, for the purpose of selling them to third
parties. ‘Placing’ means ensuring the sale of an issuer’s financial instruments at the time of their
issuance. ‘Firm commitment’ means a commitment to ensure the sale of financial instruments
for a pre-agreed price, including a commitment to purchase unsold financial instruments from
the issuer.

(8) For the purposes of this Act, ‘custodianship’ means administration whereby an
administrator, in its own name and for the account of client who owns a financial instrument,
performs legal acts required for the exercise and upholding of rights attached to that financial
instrument vis-a-vis third party, such as:

a) acceptance of a financial instrument to the credit of the client’s account;

b) the delivery of a financial instrument to the debit of the client’s account;

c) the crediting of interest, dividends and other payments arising from the holding of
a financial instrument to the client’s account.

(9) For the purposes of this Act, ‘the holding of client financial instruments’ means the
safe custody and administration of a client’s financial instruments by and in the name of an
investment firm for the account of the client; ‘holding’ also means the use of financial
instruments received from a client for the purpose of ensuring the provision of other investment
services and investment activities.

Definitions
Section 7

For the purposes of this Act:
(1) “issuer’ means a legal or natural person who has issued, issues or has decided to issue
a security pursuant to provisions in this Act or in separate legislation.

(2) “fungible securities’ means securities of the same class (Section 2(2)) and type (Section
11) issued by the same issuer and carrying identical rights.

(3) “issue of securities’ means a set of fungible securities.

(4) “ISIN code’ means the International Securities Identification Number assigned to a
security.

(5) ‘nominal value of a security’ means the financial amount stated on the security.

(6) “issue price of a security’ means the price for which an issuer sells the security upon
issue.



(7) “price of a security’ means the price determined and published by a stock exchange in
a manner laid down by the stock exchange rules.®

(8) ‘owner of a security under Section 10(1)(a)’ means a legal or natural person that has
acquired the security under a contract after fulfilling the obligation set out in Section 20, or by
virtue of any other legal fact specified by law, unless otherwise provided by this Act.

(9) ‘owner of a security under Section 10(1)(b)’ means a legal or natural person that has
acquired the security under a contract or by virtue of any other legal fact specified by law, and that
is recorded as its owner in a register established pursuant to Section 10(4), unless otherwise
provided by this Act.

(10) ‘anonymous transactions’ means transactions concluded on a stock exchange through
the acceptance of offers addressed to a non-specific group of legal or natural persons.

(11) ‘long-term portfolio investment” means the investment of funds in a portfolio through
investment firms, branches of foreign investment firms or other financial institutions authorised
under this Act or other legislation*® to provide portfolio management investment services and
execute client orders for the client’s own account if the following conditions are met:

(@) securities and other financial instruments included in the portfolio are admitted to trading on
a regulated market or similar foreign regulated market; it shall not be considered a breach of
this condition if:

1. a security or financial instrument acquired for the portfolio subsequently ceases to be
traded on a regulated market or similar foreign regulated market;

2. a security or a financial instrument acquired for the portfolio is not admitted to trading
on a regulated market, but its terms of issue include an undertaking to apply to have the
security or a financial instrument admitted to trading on a regulated market, and it is
clear from all circumstances that this admission will take place within one year from the
date of the issue;

(b) the portfolio has been established for a specified period of at least 15 years and, in the period
since its establishment, the client has not received any redemptions from the portfolio, not
including redemptions arising from the transfer of the portfolio to another financial institution
and received within three months after the portfolio was cancelled in the transferor financial
institution;

(c) the maximum amount of funds that may be invested during one calendar year is EUR 3,000,
not including reinvestments made within the portfolio.

(12) ‘systematic internaliser’ means an investment firm which, on an organised,
frequent, systematic and substantial basis, deals on own account when executing client orders
outside a regulated market, an MTF or an OTF without operating a multilateral system; the
definition of a systematic internaliser applies only where the pre-set limits for a frequent and
systematic basis and for a substantial basis are both crossed or where an investment firm
chooses to opt-in under the systematic internaliser regime. The frequent and systematic basis
shall be measured by the number of OTC trades in the financial instrument carried out by the
investment firm on own account when executing client orders. The substantial basis shall be
measured either by the size of the OTC trading carried out by the investment firm in relation to
the total trading of the investment firm in a specific financial instrument or by the size of the
OTC trading carried out by the investment firm in relation to the total trading in the European



Union in a specific financial instrument.

(13) ‘algorithmic trading’ means trading in financial instruments where a computer
algorithm automatically determines individual parameters of orders such as whether to initiate
the order, the timing, price or quantity of the order or how to manage the order after its
submission, with limited or no human intervention, and does not include any system that is only
used for the purpose of routing orders to one or more trading venues or for the processing of
orders involving no determination of any trading parameters or for the confirmation of orders
or the post-trade processing of executed transactions.

(14) ‘high-frequency algorithmic trading technique’ means an algorithmic trading
technique characterised by:

(a) infrastructure intended to minimise network and other types of latencies, including at least
one of the following facilities for algorithmic order entry:

1. co-location;

2. proximity hosting; or

3. high-speed direct electronic access;

(b) system-determination of order initiation, generation, routing or execution without human
intervention for individual trades or orders; and
(c) high message intraday rates which constitute orders, quotes or cancellations.

(15) ‘structured deposit” means a deposit as defined in other legislation,*® which is fully
repayable at maturity on terms under which interest or a premium will be paid or is at risk,
according to a formula involving factors such as:

(a) anindex or combination of indices, excluding variable rate deposits whose return is directly
linked to an interest rate index such as EURIBOR or LIBOR;

(b) a financial instrument or combination of financial instruments;

(c) a commodity or combination of commodities or other physical or non-physical non-
fungible assets; or

(d) aforeign exchange rate or combination of foreign exchange rates.

(16) ‘exchange-traded fund’ means a fund of which at least one unit or share class is
traded throughout the day on at least one trading venue and with at least one market maker
which takes action to ensure that the price of its units or shares on the trading venue does not
vary significantly from its net asset value and, where applicable, from its indicative net asset
value.

(17) ‘third-country firm’ means a firm that would be a credit institution providing
investment services or performing investment activities or a foreign investment firm if its head
office or registered office were located within the European Union.

(18) ‘sovereign issuer’ means any of the following that issues debt instruments:

(a) the European Union;

(b) a Member State, including a government department, an agency, or a special purpose
vehicle of the Member State;

(c) in the case of federal Member State, a member of the federation;

(d) aspecial purpose vehicle for several Member States;

(e) an international financial institution established by two or more Member States which has
the purpose of mobilising funding and provide financial assistance to the benefit of its
members that are experiencing or threatened by severe financing problems; or



(f) the European Investment Bank.
(19) ‘sovereign debt’ means a debt instrument issued by a sovereign issuer.

(20) ‘structured finance products’ means structured finance products as defined in
other legislation. '8

(21) “derivatives’ means derivatives as defined in other legislation.*%f

(22) ‘commodity derivatives’ means derivatives as defined in other legislation.®

(23) ‘wholesale energy products’ means wholesale energy products as defined in other
legislation.6af

(24) ‘agricultural commodity derivatives’ means derivative contracts relating to
products listed in other legislation.&"

(25) ‘energy derivative contracts’ means options, futures, swaps, and any other
derivative contracts mentioned in Section 5(1)(f) relating to coal or oil that are traded on an
OTF and shall be physically settled.

(26) ‘LEI code’ means the legal entity identifier, a 20-digit, alphanumeric code based
on an international numbering system for the identification of legal persons.

(27) ‘switching of financial instruments’ means selling a financial instrument and
buying another financial instrument or exercising a right to make a change with regard to an
existing financial instrument.

(28) ‘make-whole clause’ means a clause that aims to protect the investor by ensuring
that, in the event of an early redemption of a bond, the issuer is required to pay the investor
holding the bond an amount equal to the sum of the net present value of the remaining coupon
payments expected until maturity and the principal amount of the bond to be redeemed.

(29) ‘electronic format” means any durable medium other than paper.

(30) ‘predominantly commercial group’ means any group of which the main business is
not the provision of investment services within the meaning of this Act, or the performance of
any activity listed in another act,*® or acting as a market maker in relation to commodity
derivatives.

Section 8

For the purposes of this Act:

(@) ‘portfolio’ means assets comprising financial instruments, other securities, or funds intended
for the purchase of financial instruments or other securities;
(b) ‘a person of good repute’ means a natural person who in the past ten years:

1. has not been convicted by a final judgement of a crime committed in connection with
the performance of a managerial duties or a deliberate crime; these facts shall be
demonstrated with a criminal record check certificate,'® or, if the person is foreigner,
with an equivalent document, not older than three months, issued by a competent

10



authority of the country of which the person is a national or by the competent authority
of the country in which the person permanently or habitually resides;

. has not held an office mentioned Section 55(2)(d) with an investment firm or a financial
institution pursuant to subparagraph (c) whose authorisation has been withdrawn, or an
office mentioned in Section 56(2)(c) with a branch of a foreign investment firm whose
authorisation to operate as a foreign investment firm in the Slovak Republic has been
withdrawn, at any point within one year before the authorisation withdrawal; this
condition does not apply if the nature of the matter implies that, with respect to the
office specified in Section 55(2)(d), or Section 56(2)(c), the person concerned could not
have influenced the activities of the investment firm, financial institution under
subparagraph (c), or a foreign investment firm, nor have caused the consequences that
led to withdrawal of the authorisation, and has been recognised as a person of good
repute by Narodn4 banka Slovenska in authorisation proceedings®® held in accordance
with this Act;

. has not held an office mentioned in Section 55(2)(d) with an investment firm, or
a financial institution pursuant to subparagraph (c) which has been placed in
receivership, at any point within one year before the introduction of receivership; this
condition does not apply if the nature of the matter implies that, with respect to the
office specified in Section 55(2)(d), the person concerned could not have influenced the
activities of the investment firm or financial institution pursuant to subparagraph (c),
nor have caused the consequences that led to receivership, and has been recognised as
a person of good repute by Narodna banka Slovenska in authorisation proceedings
conducted in accordance with this Act;

. has not held an office mentioned in Section 55(2)(d) with an investment firm or a
financial institution pursuant to subparagraph (c) which has been declared bankrupt?:
or gone into liquidation, at any point within one year before the declaration of
bankruptcy or the start of liquidation. This condition does not apply if the nature of the
matter implies that, with respect to the office specified in Section 55(2)(d), the person
concerned could not have influenced the activities of the investment firm or financial
institution pursuant to subparagraph (c), nor have caused the consequences that led to
a declaration of bankruptcy or entry into liquidation, and has been recognised as a
person of good repute by Narodna banka Slovenska in authorisation proceedings
conducted in accordance with this Act; nor shall this condition apply if the person held
an office mentioned in Section 55(2)(d) in a supplementary pension insurance
undertaking which entered into liquidation owing to its transformation in accordance
with another act;*

. has not been validly fined more than 50% of the sum that could be imposed in
accordance with Section 144(7);

. has not been deemed to be a person who is not of good repute as defined in other
legislation'® in the financial market field; and

. has carried out his functions or pursued business activities in a reliable and honest
manner, without breaching any legislation of general application and having regard
to these facts guarantees that he will perform the proposed function in a reliable and
honest manner, without breaching any legislation of general application, including
the fulfilment of his obligations arising from legislation of general application, the
investment firm’s or the foreign investment firm’s articles of association, or from
internal legal regulations and management acts; this does not apply to the procedure
under this point if the person under evaluation, with regard to the nature of the matter
and given the duration of his term of office when any infringement covered by this point
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(d)

()

(f)

(9)
(h)

(i)
)

was detected, guarantees that he will exercise his office in a reliable and honest
manner, without breaching any legislation of general application, and in fulfilment
of his duties specified in this point;
‘financial institution’ means a bank, a foreign bank branch,’® an asset management
company,?? an insurance undertaking,?® a supplementary pension insurance undertaking or
supplementary pension company,? a central depository or an entity engaged in a similar
activity which has its registered office outside the Slovak Republic, or a pension fund
management company,2# unless other legislation?*# provides otherwise;
‘durable medium’ means any instrument which enables a client to store information addressed
personally to that client in a way accessible for future reference and for a period of time
adequate for the purposes of the information, and which allows the unchanged reproduction
of the information stored;
‘closely linked group’ means two or more natural or legal persons where one of the legal or
natural persons has in the other legal person a direct or indirect interest in its share capital or
voting rights of 20% or more, or directly or indirectly controls the legal person, or any relation
between two or more legal persons controlled by the same legal or natural person;
‘qualified participation” means a direct or indirect share in a legal person, representing 10%
or more percent of its share capital or voting rights calculated in accordance with other
legislation,?*® or a share allowing to exercise significant influence over the management
in this legal person;
‘indirect share’ means a share held through an intermediary, namely through one legal
person, or more legal persons controlled by that legal person;
‘control’ means:
1. adirect or indirect share of more than 50% of the share capital or voting rights of a legal
person;
2. the right to appoint or dismiss the statutory body, the majority of members of the
statutory body, the supervisory board, or the director of a legal person;
3. the ability to exercise influence over the management of a legal person (hereinafter
‘decisive influence’):
3a. comparable with the influence that would attach to a holding under point 1, whether
on the basis of the articles of association of the legal person, or a contract concluded
between the legal person and its partner or member;
3b. on the basis of the relationship between a partner or member of the legal person
and a majority of the members of the statutory body or a majority of the members
of the supervisory board or a majority of the persons constituting another
management, supervisory or oversight body of the legal person, established on the
basis of their appointment by the respective partner or member of the legal person,
where the relationship so established lasts until the preparation of the next
consolidated financial statements after the right of the respective partner or member
of the legal person has expired under point 2;
3c. comparable with the influence that would attach to a holding under point 1, on the
basis of an agreement between the partners of the legal person; or
4. the ability to exercise decisive influence in any other way;
‘subsidiary’ means a legal person controlled in the meaning of subparagraph (h) and any
subsidiary of such subsidiary;
‘parent undertaking’ means a legal person exercising control in the meaning of subparagraph

(h);
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(k) ‘money market instruments’ means instruments which are normally dealt in on the money
market, such as Treasury bills and certificates of deposit, and excluding instruments of
payment;24°

(I) ‘participation’ means a direct or indirect interest, or their sum, representing at least 20% of
the share capital or voting rights of a legal person, or the possibility to exercise influence
over the management of this legal person comparable with the interest corresponding to this
share;

m) ‘transferable securities’ means those classes of securities which are normally dealt in on
the capital market, with the exception of instruments of payment, such as:

1. shares, interim certificates, or other securities which in terms of the rights they carry
are similar to shares issued in the Slovak Republic or abroad, and depository
receipts®* representing shares issued in the Slovak Republic or abroad;

2. bonds or other debt securities created by the securitisation of credits or loans issued
in the Slovak Republic or abroad, and depository receipts?* representing such
securities issued in the Slovak Republic or abroad;

3. any securities not mentioned in points 1 or 2, whether issued in the Slovak Republic
or abroad, which give the right to acquire securities under points 1 or 2 or give rise
to a cash settlement determined by reference to transferable securities, currencies,
interest rates or yields, commodities or other indices or measures;

(n) ‘equity securities” means:

1. shares;

2. other securities carrying rights similar to those attached to shares;

3. transferable securities?¢ giving the right to acquire any shares or securities mentioned
in point 2 as a consequence of their being converted or the rights conferred by them
being exercised, provided that such transferable securities are issued by the issuer of
the shares or securities under point 2 or by an entity belonging to the group (Section
138) of the said issuer;

(0) ‘non-equity securities’ means all securities that are not equity securities;

(p) ‘offering programme’ means a plan serving as the basis for the continuous or repeated issue
of the following over a specified period:

1. non-equity shares of the same type;

2. warrants in any form;

(r) ‘securities issued in a repeated or continuous’ manner means issues on tap or at least two
separate issues of securities of the same type over a period of 12 months;

(s) ‘significant influence’ means the possibility to exercise influence over the management in
a legal person which is comparable to influence corresponding to the 10% share or more
percent share in the share capital or voting rights in the legal person;

(t) ‘remuneration principles’ means a specific method of motivation of persons in accordance
with Section 71da(1) by means of variable remuneration the amount and provision of which
reflect the results of enforcement of the investment firm’s long-term interests;

(u) ‘compliance with the group capital test’ means compliance by a parent undertaking in an
investment firm group with the requirements of other legislation;?*

(v) ‘management body’ means the statutory body of an investment firm or a data reporting
services provider as defined in other legislation®*® which is empowered to set the entity’s
strategy, objectives and overall direction pursuant to other legislation,?*® and which
oversees and monitors management decision-making; if a person or body other than the
statutory body is effectively running the company, that person or body shall be deemed to
be the management body;

(w) ‘senior management’ means natural persons who exercise executive functions within an
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(x)

v)
(2)

investment firm or a data reporting services provider as defined in other legislation®*¢ and
who are responsible, and accountable to the management body, for the day-to-day
management of the entity, including for the implementation of the policies concerning the
distribution of services and products to clients;
‘direct electronic access’ means an arrangement where a member or participant or client of
a trading venue permits a person to use its trading code so the person can electronically
transmit orders relating to a financial instrument directly to the trading venue and includes:
1. direct market access, meaning arrangements which involve the use by a person of the
infrastructure of the member or participant or client, or any connecting system
provided by the member or participant or client, to transmit the orders; and
2. sponsored access, meaning arrangements where an infrastructure or connecting
system mentioned in point 1 is not used to transmit the orders;
‘cross-selling practice’ means the offering of an investment service together with another
service or product as part of a package or as a condition for the same agreement or package;
‘ancillary services undertaking” means an undertaking, the principal activity of which
consists of owning or managing property, managing data-processing services, or a similar
activity which is ancillary to the principal activity of one or more investment firms.

Section 8a
Clients

(1) For the purposes of this Act, ‘client’ means any natural person or legal person to

whom an investment firm provides investment or ancillary services.

(2) For the purposes of this Act, ‘professional client’ means a client who possesses the

expertise, experience and knowledge to make its own investment decisions and properly assess
the risks that it incurs. The following shall be regarded as professional clients:

(a)

(b)
(©)

(d)

(e)

investment firms, foreign investment firms, financial institutions, commodity and
commodity derivatives dealers, persons under Section 54(3)(j), and entities authorised to
operate in the financial market by a competent authority or whose activity is separately
regulated by legislation of general application;

large undertakings meeting the conditions laid down in paragraph 3;

national or regional authorities, national or regional authorities of other countries, the Debt
and Liquidity Management Agency, public authorities of other countries that are charged
with or intervene in the management of public debt, Narodna banka Slovenska, other
central banks, the International Monetary Fund, the European Central Bank, the European
Investment Bank and other similar international organisations;

legal persons not mentioned in points (a) to (c) whose main activity is to invest in financial
instruments, including entities that carry out the securitisation of credits and loans or other
financing transactions;

entities which may at their request be treated as professional clients provided that the
conditions laid down in paragraph 6 are met.

(3) An undertaking shall be regarded as a large undertaking where it meets two of the

following requirements on an individual basis:

(a)
(b)
(©)

total wealth is minimally EUR 20,000,000;
net annual turnover is minimally EUR 40,000,000;
own funds are minimally EUR 2,000,000.
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(4) Where an entity mentioned in paragraph 2(a) to (d) deems that it is unable to properly
assess or manage the risks involved in a specific investment service or ancillary service, it may
request to be treated the same as client that is not a professional client (hereinafter a ‘retail
client’). Such treatment will be provided when the client enters into a written agreement with
the investment firm to the effect that it shall not be treated as a professional client for the
purposes of applying business conduct rules vis-a-vis the client. Such agreement shall specify
whether it applies to one or more investment services or ancillary services or to one or more
types of financial instrument or transaction.

(5) Where a client is an entity referred to in paragraph 2(a) to (d), the investment firm
shall inform it prior to any provision of services that, on the basis of the information available
to the investment firm, the client is deemed to be a professional client and will be treated as
such unless otherwise agreed. The investment firm shall also inform the client that when
concluding any agreement, it may request to be treated the same as a retail client.

(6) An investment firm may treat an entity referred to in paragraph 2(e) as a professional
client where the client meets conditions laid down in paragraph 7 and provided that:

(a) the investment firm has assessed the client’s expertise, experience and knowledge and has
issued a written statement that these give reasonable assurance, in light of the nature of the
envisaged transactions or investment or ancillary services that the client is capable of
making his own investment decisions and understanding the risks involved,

(b) the client has stated in writing to the investment firm that it wishes to be treated as
a professional client, in regard to one or several investment services, ancillary services or
transactions, or to one or several types of financial instrument or transaction;

(c) the investment firm has given the client a clear written warning of the protections and
investor compensation rights it may lose;

(d) the client has stated in writing, in a separate document from the contract, that it is aware of
the consequences of losing the rights mentioned in subparagraph (c).

(7) For the purposes of evaluation of the categorisation of a person as per paragraph 2(e)
as a professional client in accordance with the procedure laid down in paragraph 6, at least two
of the following conditions shall be met:

(a) over the previous four quarters, the person has carried out transactions in financial
instruments of a significant size on the relevant market in financial instruments at an
average frequency of at least ten per quarter;

(b) the size of its portfolio covering financial instruments and financial deposits exceeds
EUR 500,000;

(c) such a person carries out or has carried out, for at least one year, in relation to his
employment, profession or duties, an activity in the area of financial market in a position
which requires knowledge of transactions or investment services provided or which are to
be provided for such person.

(8) Investment firms shall implement appropriate written internal policies and
procedures to categorise clients.

(9) Professional clients shall keep the investment firm informed about any change that

could affect their current categorisation as a professional client. Should the investment firm
become aware that the client no longer fulfils the initial conditions which made it eligible to be
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categorised as a professional client, the investment firm shall take appropriate action to
recategorise it.

Section 9

(1) The provisions of this Act apply to all types of securities, unless otherwise provided by
another act.

(2) The provisions of the Civil Code on movable items apply to securities, unless otherwise
provided by this Act or another act.

(3) Any legal relationships arising under the exercise of those rights attached to securities
which may only be exercised against the issuer or another legal or natural person specified by law
are governed by applicable provisions of the Commercial Code or Civil Code on contractual
relations, unless otherwise provided by this Act or another act.

Section 10
Form of a security

(1) Securities may be in the form of:
(a) acertificate on which there is a record in accordance with Section 2(1) (hereinafter a ‘paper
security’); or
(b) a record pursuant to Section 2(1) which is kept in a register established under this Act
(hereinafter a ‘book-entry security’).

(2) The issuer shall decide on the form of securities and on any change in their form unless
this Act or another act® stipulates that a specific security shall have either of the forms defined in
paragraph 1.

(3) Bearer shares, shares or units of closed-end investment funds, bearer shares or units of
open-end investment funds, bearer bonds, investment certificates, and Treasury bills shall have the
form of book-entry securities.

(4) The register referred to in paragraph 1(b) above is:

(@) aregister maintained by a central depository or by a foreign central depository; or

(b) a register, other than the register mentioned in subparagraph (a), which is a separate register
of book-entry CIU shares or units, maintained by the asset management company and by the
depository of the investment fund in accordance with another act;?®? this register may, at the
issuer’s request, be maintained by a central depository, and such maintenance is subject to the
provisions of this Act; or

(c) aregister, other than the register mentioned in subparagraph (a), which is a separate register
of shares in investment companies with variable capital maintained by the asset management
company and by the depository of the investment company with variable capital in accordance
with other legislation;®? this register may, at the issuer’s request, be maintained by a central
depository, and such maintenance is subject to the provisions of this Act.

Section 11
Type of a security
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(1) Securities may be issued as registered securities, order securities, or bearer securities.

(2) The issuer shall decide on the type of securities, unless this Act or another act?’
stipulates that a security may only be one of the types mentioned in paragraph 1.

(3) Paper certificates of deposit and passbooks may only be issued as registered securities.

Section 12
Particulars of securities

(1) Each security shall specify the type of security as defined by law; a depository receipt
may also be designated a deposit certificate or a certificate of deposit. The particulars of book-
entry securities include their ISIN code; this does not apply to Treasury bills issued by the Ministry,
to shares or units of open-end investment funds kept in a separate register, or to Treasury bills
issued by the European Central Bank in liaison with Narodna banka Slovenska. An ISIN code may
be allocated also to another financial instrument, when so requested by a legal or natural person
which has issued such instrument. A requisite for a non-capital security with a claim to which
applies the obligation of subordination is also the information that the obligation of
subordination applies also to the claim from this security.

(2) The following are not required particulars of a book-entry security:
(@) numerical designation;?®
(b) asignature or a facsimile of the signature or signatures of persons authorised to act on behalf
of the issuer;
(c¢) information about authorisation from Narodna banka Slovenska for the issue of securities, of
which the security is a part, if authorisation for the issue is required under another act.?®

(3) Certificates of deposit shall contain the particulars set out in the provisions of another
act.'63 The particulars of a certificate of deposit include the commitment of the issuer to make
payments on the agreed dates, the method of such payments, and the identification of the place of
payment.

(4) Other required particulars of a security may be stipulated by another act.

(5) The required particulars of different classes of securities shall be stated on the securities
upon their issue, unless otherwise provided by another act.

(6) The procedure for changing the particulars of a security is governed by the provisions
of this Act and other acts.

Section 13
Issue of a security

(1) A security is deemed issued at the moment it contains all the particulars defined in this
Act or in another act and when it becomes the possession of its initial owner in a way established
by law or where, in the case of book-entry security, it is credited to an owner account, a client
account or a holder account.
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(2) The provisions of this Act apply to procedures to be followed by an issuer when issuing
securities, unless otherwise provided by another act.

(3) At the request of an issuer of securities, central depositories shall assign an ISIN code
to a security without undue delay.

Section 14
Termination of a security

(1) A security shall cease to exist:

(@ with the dissolution of the issuer, on the date of dissolution, except if the issuer is dissolved
with a legal successor or if the underlying liability has not been transferred to another legal or
natural person;

(b) based on a decision by the issuer, on the date set by the issuer, unless otherwise provided by
another act;

(c) based on valid court order, on the date stated in this order;

(d) upon the fulfilment of other legal conditions stipulated for the termination of a security by this
Act or another act, on the date when whichever of these legal conditions is fulfilled first.

(2) A security giving the right to a certain financial performance shall cease to exist upon
its redemption in full or the date of its early redemption, provided that early redemption is
permitted by the issue terms or under an agreement between the issuer and the security’s owner.
Unless otherwise provided by another act, a security giving the right to a non-financial
performance shall cease to exist upon the discharge of all obligations arising under the security.
For a security to be discharged, it shall be paid along with any yield thereon, where such yield is
due. The acquisition of a security by its issuer prior to the maturity date shall be deemed an early
redemption of the security only if stipulated by another act.®

(3) The procedure to be followed by a legal or natural person upon termination of a security
is subject to the provisions of this Act, unless otherwise provided by another act.

(4) When a book-entry security expires, the entity with which the security is registered
shall delete the security from its register as soon as it learns of the expiration; this is without
prejudice to the provision of Section 104(5).

(5) Where a security is terminated pursuant to this Act or another act, the central depository
shall cancel the ISIN code at the request of the issuer or on the basis of a decision of an authorised
person.

Conversion of a security
Section 15

(1) To convert a security means to change a paper security into a book-entry security of
the same type, or to change a book-entry security into a paper security of the same type.

(2) An issuer shall publish its decision to convert a security without undue delay in the
Commercial Bulletin and in a national newspaper covering stock exchange news at least once
a week.
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(3) The conversion of any security applies to the whole issue of securities.

(4) An issuer shall be liable for any damage caused as a result of its failure to comply with
this Act when converting a security.

Section 16

(1) Where an issuer decides to convert a paper security into a book-entry security of the
same type, the issuer shall, without undue delay after its decision, publish in the Commercial
Bulletin and in national daily publishing stock exchange news at least once a week, the deadline
by which the owners of the securities are required to submit their paper securities. In the case of
a conversion of registered paper shares, the issuer shall give written notice to all shareholders
without undue delay after taking its decision.

(2) The deadline for returning paper securities for conversion may not be less than two
months or more than six months from the date of the publication of the decision to convert the
securities.

(3) When the deadline for returning paper securities for conversion has passed, the issuer
shall have the security conversion registered with the central depository. To that end, the issuer
shall conclude a written contract with the central depository for the provision of services related to
the conversion of a paper security into a book-entry security. After the central depository has
concluded the contract, it shall, without undue delay, proceed with the registration by entering the
book-entry security into the register specified in Section 10(4)(a).

(4) If all paper securities from the relevant issue have been submitted before the deadline
referred to in paragraph 1, the central depository may, on the issuer’s request, proceed in
accordance with paragraph 3 even before the deadline specified in paragraph 1.

(5) The issuer shall keep a separate register of paper securities which are subject to
conversion and have not been submitted.

(6) From the end of the deadline for returning paper securities for conversion, to the
registration of the securities by the central depository in the register of the issuer of securities
(hereinafter the ‘issuer’s register’), no trading may take place in any of the paper securities that
have not been returned to the issuer. The owner of such a security may only claim a yield on the
security when he submits it to the issuer.

(7) If an owner of a registered paper security is late in submitting the security, the issuer
shall give him reasonable time to make the submission, which shall not be less than one month,
and advise him that otherwise the security shall be declared invalid. If an owner of a bearer security
is late in submitting the paper security, the issuer shall publish in the Commercial Bulletin a call
for the submission of the security within a reasonable deadline set in the announcement, which
may not be shorter than one month, giving notice that otherwise the security shall be declared
invalid. If the security has still not been submitted by the extended deadline, the issuer shall follow
the same procedure as that laid down in the Commercial Code for the non-return of paper shares.

Section 17
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(1) Within 30 days after concluding a contract with the issuer on providing services for the
conversion of book-entry securities into paper securities, the central depository shall deliver to the
issuer an extract from the issuer’s register and a list of the owners of the book-entry security,
prepared in cooperation with members of the central depository (hereinafter referred to as
‘members’ or individually as a ‘member’) by no later than the date for the conversion of the
security as stipulated by the issuer in the contract and to the extent of the registered data pertaining
to the security whose form is being converted. From the date of delivery of this extract, the central
depository may not make any entries in its register pertaining to the security which is being
converted.

(2) A central depository shall, except as provided for in paragraph 6, delete a security from
accounts held with that central depository and from its member’s register as at the date stipulated
by the issuer in the contract mentioned in paragraph 1 and shall then cancel the registration of that
security. The central depository shall also notify this fact to any stock exchange that operates a
market to which that security is admitted to trading.

(3) After receiving the extract mentioned in paragraph 1, the issuer shall proceed in such
a way that no more than thirty days elapse until date when the security is deleted from accounts
held with the central depository pursuant to paragraph 2. On the date when the security is deleted
from accounts held with the central depository pursuant to paragraph 2, the owner of the security
may receive the paper security from the issuer; this does not apply where the book-entry security
has been frozen in accordance with other legislation,®!? in which case the issuer shall submit the
paper security to the Office for the Administration of Frozen Assets (Urad pre spravu zaisteného
majetku).31® The issuer shall publish this fact and a period for collecting the paper securities in the
manner specified in Section 16(1).

(4) Any suspension of the right to use a security registered pursuant to Section 28
(hereinafter ‘suspension of the right of use”) shall be lifted as of the date when the security is
deleted from accounts held with the central depository.

(5) If a book-entry security which is being converted is subject to a pledge as of the date
when the extract mentioned in paragraph 1 is delivered, the central depository shall promptly notify
the secured creditor of the situation. The deletion from the central depository’s accounts of a
security which is being converted shall not affect the consequences of any pledge to which the
security is subject as of the date of deregistration. The secured creditor may receive the paper
security. The issuer may also fulfil this duty by placing the security into safe custody (Section 39)
with the approval of the secured creditor or by depositing it (Section 42), provided that the
custodian or depository is also given the original or an officially certified copy of the pledge
agreement. If the conversion concerns an order security in paper form, the secured creditor shall
on behalf of the owner write on the security that it has been pledged pursuant to Section 45(4). If
at time the book-entry security is being converted into paper form a pledge has no effect vis-a-vis
the owner of the security pursuant to Section 53a(4) and Section 53b(2). The right to issue the
security belongs to the security owner mentioned in the list pursuant to paragraph 1.

(6) The form of a book-entry security may only be changed after the notice mentioned in
paragraph 5 has been given.
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(7) If the owner of a converted book-entry security is late in collecting the paper security,
the issuer shall follow the same procedure as that laid down in the Commercial Code for the non-
return of paper shares.

Section 18
Transmission of securities

(1) A transmission of a security means a change of its owner based on a valid inheritance
decision, a valid decision by another state authority, or based on other legal facts defined by law.®

(2) Where the owner of a book-entry security is changed by transmission in accordance
with paragraph 1, to the credit or debit of the account of an owner of a book-entry security
(hereinafter an ‘owner account”) under Section 105, or a holder account under Section 105a, or
an account maintained in accordance with Section 71h(2), such change shall be registered as at
the date of transmission by the central depository, member or, in accordance with Section
71h(2), the investment firm.

(3) If securities are transferred on the basis of a company sale agreement, the provisions
on the transmission of securities apply, unless Section 18b provides otherwise.

(4) An order for registration pursuant to paragraph 2 shall be made by the acquirer of
the security, or by an investment firm or a foreign investment firm authorised by the acquirer.

(5) The order mentioned in paragraph 4 shall be accompanied by the original or an
officially certified copy of the document attesting the legal fact on the basis of which the
transmission was made.

Section 18a
Movement of a security

(1) The movement of a security does not entail a change of the owner of the security,
but the transfer of the security from the owner account to another account held by the same
owner.

(2) The movement of a security from one account of the owner to another account of
the same owner shall be performed by a central depository or member on the same day.

(3) The movement of a security is subject mutatis mutandis to provisions on the transfer
of securities.

Section 18b
Separate provisions on the use of securities after death of the account owner

(1) On acquisition of securities on the basis of valid inheritance decision the inheritor
may, besides following the procedure under Section 18, submit as a transferor a transfer
registration order for securities from the owner-legator’s account.

(2) The transfer registration order under paragraph 1 shall be submitted by the inheritor
and acquirer of the securities to the members with whom the legator or acquirer have an owner
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account, or to the central depository with whom the legator or acquirer have an owner account,
or to an entity for whom the central depository maintains a holder account; this shall be done
within the agreed period, and if such period has not been agreed, then within seven days after
concluding the contract.

(3) Together with the transfer registration order under paragraph 1, the inheritor or
acquirer shall submit an original or a certified copy of a document proving the acquisition of
the legator’s security by the inheritor.

(4) The transfer registration order under paragraph 1 shall mutatis mutandis be subject
to the provisions on the transfer of securities.

General provisions on the transfer of securities
Section 19

(1) A transfer of a security means a change in the owner of the security based on an
agreement pursuant to this Act.

(2) The transferability of a security can be precluded or restricted only if this is provided
for by another act.3* The issuer may not preclude or restrict the transferability of bearer securities.

(3) Unless otherwise provided by Section 118i(15) and Section 159(3), or by another act,®
the transferee of a security shall become its owner even if the endorser did not have the right to
transfer the security, except if the transferee knew or ought to have known at the time of transfer
that the endorser did not have the right to transfer the security.

(4) The rights attached to a security may be transferred separately without the security
and be the subject of a separate transaction only if so stipulated by another act.*

Section 20

The obligation to transfer a paper security shall be fulfilled if the paper security is delivered
to the transferee, unless otherwise provided by this Act or another act or a contract. Other
particulars of a transfer may be established by another act.

Section 21

(1) For the transfer of an order security, an endorsement is also required. Through the
endorsement, which shall be unconditional, all rights attached to the paper security are transferred
unless otherwise provided by another act.®’

(2) Unless otherwise provided by another act,® an endorsement shall contain the signature
of the endorser, the business name, registered office and identification number of a legal person,
or the name, permanent residence and personal identification number of a natural person, which is
the transferee of the security. If the security is acquired by a foreign legal person, an identification
number shall be specified, if assigned. If a foreign natural person is the transferee, the date of birth
shall be stated instead of the personal identification number.

Section 22
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Registration of transfers

(1) The obligation to transfer a book-entry security is fulfilled when the transfer is
registered by the central depository or a member, based on an order to register a transfer of a book-
entry security (hereinafter a ‘transfer registration order’) if the transferred security corresponds
with the contract.

(2) To register the transfer of a book-entry security means to make an entry in the legally
stipulated register of the owners of book-entry securities, namely by debiting the account of the
endorser or holder account under Section 105a and crediting the account of the transferee or holder
account under Section 105a. The central depository or a member shall make the entries in both
accounts as of the same date.

Section 23

(1) Unless otherwise provided by this Act, a transfer registration order shall be submitted
by the transferor and the transferee to the members with whom the transferor or transferee have
an owner account, or to the central depository with whom the transferor or the transferee have
an owner account, or to an entity for whom the central depository maintains a holder account;
it shall do this within an agreed period, and if such period has not been agreed, then within
seven days after concluding the contract.

(2) If the orders to register a transfer are not identical, the central depository or a member
shall not make the registration and shall, without undue delay, return the transfer registration orders
to the persons who made them. If a transfer registration order is not accompanied by a valid
decision of prior approval required under Section 70(1)(a), or under another act,*® the central
depository or the member which has received the transfer registration orders shall, without undue
delay after registration of the transfer, notify the competent authority whose approval should have
been enclosed in the transferee’s.

(3) Any party that gives an order to register a transfer without proper authority, or that
gives such order incorrectly, incompletely or belatedly is liable for any damage incurred as a result
of this.

Section 24

(1) Where an investment firm or a foreign investment firm procures the purchase or sale
of a book-entry security, it shall, without undue delay, submit a transfer registration order. The
investment firm or a foreign investment firm shall present the central depository or a member with
evidence of its authorisation to make the transfer registration order. The central depository or a
member shall, without undue delay, proceed to register transfer after receiving the identical
transfer registration orders, without prejudice to the provision of Section 23(2).

(2) Section 23(3) applies equally to the liability of an investment firm or a foreign
investment firm.

Section 25

23



(1) Where a transfer of a book-entry security is taking place on a stock exchange, the
transfer registration order shall be submitted by the stock exchange, which shall present the central
depository or a member with evidence of its authorisation to make the transfer registration order.
The central depository or a member shall, without undue delay, proceed to register the transfer
after receiving this transfer registration order, without prejudice to the provision of Section 23(2).

(2) Section 23(3) applies to the liability of the stock exchange.

(3) The provisions of paragraphs 1 and 2 apply equally to transactions concluded on a
multilateral trading facility and to the operator of the facility.

Section 26
Repealed as from 1 August 2014

Section 27
(1) A transfer registration order shall contain identification data of the transferor,
identification data of the transferee, identification of the transferred securities and other data in
the extent necessary for making an entry in the relevant register of securities in accordance with
the operating rules or internal regulations of an investment firm which keeps records in
accordance with Section 71h(2).

(2) If purchase or sale of the book-entry security was procured by an investment firm or
a foreign investment firm, the transfer registration order shall also contain identification data of
that investment firm or foreign investment firm.

(3) If the transfer registration order is submitted by a stock exchange, it shall also contain,
in addition to the data referred to under paragraph 2, the identification data of that stock exchange.

(4) The provisions of paragraphs 1 to 3 also apply mutatis mutandis to the transfer of
securities carried out by an investment firm in a register that it keeps in accordance with Section
71h(2).

Section 28
Registration of a suspension of the right of use

(1) Central depositories and members shall register a suspension of the right of use on the
basis of an order to register a suspension of the right of use.

(2) To register a suspension of the right of use means to make an entry to that effect in the
register of the central depository, and where information on the book-entry security and its owner
are registered in the owner account maintained by a member, then also in the register of that
member.

(3) An order to register a suspension of the right of use may be given by:
(@ the owner of the book-entry security;
(b) an investment firm or a foreign investment firm, if it was instructed by the owner of the book-
entry security to acquire this security or if this ensues from a contract concluded between the
investment firm or the foreign investment firm and the owner of the book-entry security;
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(c) astock exchange or multilateral trading facility provided that the book-entry security is to
be sold on that stock exchange or multilateral trading facility, or by a central depository
during the clearing and settlement of transactions in book-entry securities;

(d) asecured creditor, if permitted under the security agreement, Narodna banka Slovenska, the
European Central Bank or another Eurosystem central bank, simultaneously with the
submission of an order to register a pledge on the book-entry security in accordance with
Section 53a(4); and Narodna banka Slovenska where it submits an order to suspend the right
of use in a pledged security pursuant to Section 45(6);

(e) an issuer, not more than ten days before registering the conversion or termination of the
security;

(f) acentral depository or a member if it will make a correction in its register, or supplement its
register, pursuant to Section 108(1) to (3) of other legislation®*® or in order to meet its
obligations under other legislation,* or by a central depository for the time required to rectify
a discrepancy in the register;

(g) acompetent state authority;

(h) an authority exercising supervision pursuant to this Act or other acts* if, when exercising this
supervision, it finds any breach of the applicable legislation and where further use of the
security risks causing damage;

(i) an executor if an execution is to be carried out by a sale of the security;*

(J) a central depository or member, where a natural person or legal person whose owner
account is entered in the register maintained by the central depository or member is more
than 14 days in arrears in the payment of any part of its monetary liability to the central
depository or member, and such order shall be made in the necessary extent vis-a-vis the
amount of the receivable. In the event that the monetary liability or its outstanding amount
is met, the central depository or member shall without undue delay submit an order to
register the cancellation of this suspension of the right of use;

(K) an offeror referred to in Section 118i(1) to whom Narodna banka Slovenska has granted
prior approval for the exercise of the right of squeeze-out in accordance with Section
118i(4).

(4) An order to register a suspension of the right of use, or an order to register a cancellation
of a suspension of the right of use, shall contain the particulars concerning the book-entry security
and its owner as set out in Section 27(1) and shall indicate the period during which the right of use
in the security is suspended, unless a suspension of the right of use is sought for an indefinite
period; if an entity mentioned in paragraph 3(a), (g) and (i) does not state in the order the
designation of the securities or the number of their units, the order applies to all the securities
recorded in the owner account at the time when the order is submitted. If the order lacks any of the
elements mentioned in the first sentence, it is invalid, and the central depository shall not carry out
its registration.

(5) Where an order to register a suspension, or a cancelation of a suspension, of the right
of use applies to an entire issue, it may be given by a person mentioned in paragraph 3(e), (g), (h)
or (k) or by a central depository pursuant to paragraph 3(f). Where an order to register a suspension,
or a cancellation of a suspension, of the right of use applies to an entire issue, the authorised person
shall give the central depository recording the issue in an issuer’s register the order to register a
suspension, or cancellation of a suspension, of the right of use. If the suspension of the right of use
applies to the whole of an issue whose securities are registered in the holder account of a central
depository, the central depository shall record the suspension of the right of use in the register that
it maintains under Section 105c, on the basis of a notification from the central depository that
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maintains the issuer’s register; such notification may be given electronically and shall include
information in the same scope as the information stated in the order to register the suspension of
the right of use. The provision of paragraph 4 does not apply to the submission of orders in
accordance with the previous sentence. Where an order to register a suspension, or a cancellation
of a suspension, of the right of use applies to an entire securities issue, it shall contain:

(@) identification information on the issuer to the extent set out in Section 27(1)(a);

(b) the ISIN code of the securities issue to which the order applies;

(c) the period for which the right of use is suspended.

(6) A suspension of the right of use pursuant to paragraph 3(a) to (c), may only be registered
if no other suspension of the right of use pursuant to paragraph 3(a) to (c) is registered for the
respective security.

(7) After a suspension of the right of use has been registered, the owner of the book-entry
security may not, for the period of the suspension, conclude a contract to purchase the security, a
contract to donate the security, a contract to lend the security, a contract to procure the sale of the
security, or a contract to transfer the security as collateral, nor may the owner give any order to
sell the security.

(8) While the registration of a suspension of the right of use is in effect, the central
depository or a member shall not register any transfers of the book-entry security; if the central
depository or a member registers a transmission of the security pursuant to Section 2(2)(d), it shall
notify the person ordering the suspension of the right of use in writing without undue delay.

(9) A suspension of the right of use ceases upon the entry of its cancellation in the relevant
register of the central depository or a member. The central depository or a member shall make the
entry either upon completion of the period for which the right of use was suspended, or on the
order of an investment firm which, pursuant to Section 51, is selling securities that are subject to a
pledge and is cancelling the suspension of the right of use registered under paragraph 3(a) to (d),
or on the basis on the order of legal or natural person which demonstrates to the central depository
its authorisation to cancel an order to register a suspension of the right of use or the central
depository or member, where the entity which issued the order to register the suspension of the
right of use has ceased to exist, or where the investment firm or foreign investment firm has
ceased to provide investment services as defined in this Act.

(10) Where the central depository or a member carries out an order to cancel the
registration of a suspension of the right of use, it shall, without undue delay, notify this fact in
writing to the person which ordered the suspension of the right of use. This does not apply where
the central depository or a member cancels an order to register the suspension of the right of
use in respect of an entity that has ceased to exist since issuing the order for the registration or
in respect of an investment firm or foreign investment firm that has ceased to provide
investment services as defined in this Act.

(11) Anyone who gives an unauthorised order to suspend the right of use or an order
pursuant to paragraph 9, or who gives such order incorrectly, incompletely or belatedly shall be
liable for any damage arising as a result.

(12) The central depository or a member is required to notify the stock exchange of the
registration of any suspension of the right of use affecting a whole issue of book-entry securities.
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(13) The procedure mentioned in paragraphs 1 to 12, except for paragraph 5, shall
insofar as it applies to a central depository or member apply also to an investment firm which
keeps records in accordance with Section 71h(2).

Section 29

The provision of Sections 22 to 28, Sections 45 to 53e apply mutatis mutandis to
transfers of book entry CIU shares or units recorded in a separate register, to the suspension of
the right of use in such securities, to the securing of liabilities with such securities, to the
protection of collateral provided in transactions involving such securities, while the depository
of the investment fund and the asset management company shall perform activities related to
the recording of book entry CIU shares or units in a separate register. If the depository of the
investment fund and the asset management company also organise the system of clearing and
settling transactions in CIU shares or units recorded in a separate register, the provisions of this
Act apply mutatis mutandis to the irrevocability of transfer registration orders for CIU shares
or units, and to the system of clearing and settling transactions in them.

DIVISION TWO
CONTRACTS ON SECURITIES

Section 30
Contracts to purchase securities and contracts to donate securities

(1) Contracts to purchase securities are governed by the provisions of the Commercial
Code on purchase contracts, unless otherwise provided by this Act. For a contract to purchase
securities to be valid, it shall identify the class, number, purchase price and, if assigned, the ISIN
code of the securities to be transferred.

(2) Without specifying the price, a contract to purchase securities is only valid if both
parties express their will to make the contract without setting a price. In such case, the transferee
shall pay a purchase price equivalent to the lowest price at which a fungible security was traded
on public markets on the date when the contract was concluded. If the security was not traded on
public markets on that date, the transferee shall pay the lowest price for which the security was
previously traded on public markets. If the purchase price cannot be determined in this way, the
transferee shall pay a price that could be achieved with due professional care

(3) Contracts to purchase a registered paper security and, if so provided by another act,
contracts to purchase an order security in paper form, shall be made in writing.

(4) A contract to donate securities is governed by the provisions of the Civil Code on
a donation contract, unless otherwise provided by this Act. Contracts to donate securities shall be
made in writing.

Commission agent contract to procure the purchase or sale of a security
Section 31
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(1) In a commission agent contract to procure the purchase or sale of a security, the
commission agent (hereinafter ‘agent’) undertakes to procure in its own name and for the account
of the client the purchase or sale of a security, or to perform activities directed towards this
objective, and the client undertakes to pay the agent a commission.

(2) Unless otherwise provided by this Act, a commission agent contract is governed by the
provisions of the Commercial Code on commission agency contracts. A commission agent
contract to procure the purchase or sale of a security shall be made in writing.

(3) Unless otherwise provided in the commission agent contract to procure the purchase or
sale of a security, the client’s instruction on the basis of which the commission agent procures the
purchase or sale of a security shall be in writing. If the client’s instruction is not made in writing,
the commission agent is required to give the client, at its request, a confirmation of a received
instruction.

Section 32

(1) Where a client instructs a commission agent to procure the purchase of a security, the
commission agent may ask for an advance payment.

(2) Where a client instructs a commission agent to procure the sale of a security, the
commission agent may request, in the case of a paper security, to be given this security, or in the
case of a book-entry security, to have a suspension of the right of use in this security registered in
the central depository’s register or in individual register.

(3) For so long as the commission agent is bound by an instruction to procure a sale of
a security, the client may not use this security.

Section 33

(1) A commission agent may discharge its obligation by selling the client a security from
its portfolio or by buying a security from the client, provided that this is allowed under the
commission agent contract to procure the purchase or sale of the security.

(2) Unless otherwise provided in the commission agent contract to procure the purchase or
sale of a security, and provided that the commission agent is able to do so, the commission agent
is required, even without the client’s consent, to sell the security for a price higher than that stated
in the instruction or to buy the security at a price lower than that stated in the instruction; otherwise
it shall be liable for the damage incurred by the client.

(3) If the purchase price or the sale price is not specified in the client’s instruction, the
commission agent is required to buy or sell the security at the best price for the client, which can
be obtained with due professional care.

Section 34

Securities entrusted to a commission agent for sale shall remain the property of the client
until they are acquired by a third party.
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Section 35

The ownership of securities that a commission agent acquires for a client shall, in the
case of physical securities, pass to the client on the date of their endorsement, if required, and
delivery to the commission agent, and, in the case of book entry securities, once they are
credited to the owner account or holder account of the commission agent. After the client has
paid the purchase price for the securities and the fee mentioned in Section 31(1), the
commission agent shall without undue delay make the endorsement of the physical securities,
if required, and deliver them to the client, or shall without undue delay ensure the transfer of
the book-entry securities to the owner account of the client. The commission agent shall not be
so obliged if, under the contract, he is required on behalf of the client to provide safe custody
and administration of the securities or to deposit them (Sections 39 and 41 or Section 42), or if
he performs for the client the ancillary service of custodianship as defined in Section 6(2)(a)
and details of securities’ owners are contained in records that the commission agent maintains
under Section 71h(2).

Section 36
Mandate contract to procure the purchase or sale of securities

(1) In a mandate contract to procure the purchase or sale of securities, the mandatory
undertakes to buy or sell, on the mandator’s behalf and for its account, a security as instructed by
the mandator, or to take action leading to that end, and the mandator agrees to pay a fee for this.
The provisions of Section 33 on rights and duties of a commission agent apply to the rights and
duties of a mandatory.

(2) Unless otherwise provided by this Act, a mandate contract to procure the purchase or
sale of securities is governed by the provisions of the Commercial Code on mandate contracts.
A mandate contract shall be made in writing.

Section 37
Contract on brokerage in the purchase or sale of securities

(1) In a contract on brokerage in the purchase or sale of securities, the broker undertakes
to act so as to enable the bidder to sell or buy a security and the bidder agrees to pay a fee for this.

(2) Unless otherwise provided by this Act, a contract on brokerage in the purchase or sale
of securities is governed by the provisions of the Commercial Code on mandate contracts. A
contract on brokerage in the purchase or sale of securities shall be made in writing.

Section 37a
Repealed as from 1 November 2007

Section 38
Contract on the loan of a security

(1) In a contract on the loan of security, the lender undertakes to transfer to the borrower a

certain number of fungible securities, and the borrower agrees to transfer to the creditor the same
number of fungible securities after the completion of an agreed period. The borrower also
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undertakes to pay a fee, if agreed. Instead of a financial fee, it may be agreed that the number of
fungible securities returned will be greater than the number which the creditor lent to the borrower.

(2) A contract on the loan of a security shall be made in writing. For a contract to borrow
securities to be valid, it shall specify the class, number and, if assigned, the ISIN code of the
securities transferred.

(3) The liabilities arising under a contract on the loan of a security for a fee are governed
by the general provisions of the Commercial Code on commercial obligations.* The liabilities
arising under a contract on the loan of a security for a fee are governed by the general provisions
of the Civil Code on loans.

Contract on safe custody of paper securities
Section 39

(1) In a contract on safe custody of paper securities the custodian undertakes to receive
a paper security into individual or bulk safe custody, and the consignor agrees to pay the custodian
a fee. The contract shall identify the persons who have the right to use the security placed in safe
custody. If the contract does not specify the fee for the service, the custodian is entitled to a fee
that is usual at the time the contract is concluded. If the security is a fungible security, the custodian
shall be an investment firm, a foreign investment firm, or the central depository. As a rule, unless
the contract provides otherwise, a fungible security shall be placed in bulk safe custody and a non-
fungible security in individual custody. A contract on safe custody of paper securities shall be
made in writing.

(2) Individual safe custody means keeping a paper security of one consignor separately
from paper securities of other consignors. The custodian shall return the consignor the same paper
security as the consignor entrusted to his safe custody. The custodian is liable for any damage
arising to the entrusted paper security, unless such damage was unavoidable even when exercising
due professional care.

(3) Bulk safe custody means keeping a fungible security of one consignor together with
other fungible securities of other consignors. The custodian shall return the consignor a fungible
security, but the consignor does not have the right to receive the same paper security as he entrusted
to the custodian. The custodian is liable for any damage arising to a paper security placed in safe
custody, unless such damage was unavoidable even when exercising due professional care.
Fungible securities in bulk safe custody are the joint property of the consignors. The share of any
consignor in this joint property is determined by the ratio of the sum of nominal values of the
fungible securities that he placed in bulk safe custody to the sum of the nominal values of all the
fungible securities in bulk safe custody. If the fungible securities do not have a nominal value, the
number of fungible paper securities will be used instead. The provisions of the Civil Code on joint
ownership do not apply to fungible paper securities in bulk safe custody. Each of the consignors
may exercise his rights towards the custodian separately.

(4) A custodian shall keep records of paper securities placed in safe custody. The records
shall contain the business hame or name, registered office and identification number, or the name,
address and the personal identification number of the consignor and the issuer of the security and
its nominal value, if any. For a paper security under individual safe custody, the records shall also
contain its number and place of safe custody.
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(5) If the custodian is not in possession of the paper security at the time the contract is
concluded, it shall receive the security and keep it.

(6) The custodian shall take due professional care to protect the paper security against loss,
destruction, damage, or depreciation.

(7) The consignor may at any time require the custodian to surrender the paper security to
him and may at any time return it to the custodian, unless the contract on safe custody of paper
securities has expired.

(8) The consignor or the custodian may terminate the contract on safe custody of paper
securities. If a termination notice has not been agreed, the custodian may terminate the contract as
of the end of the calendar month following the delivery of the termination notice, and the consignor
may terminate it with immediate effect.

(9) The contract on safe custody of securities is also deemed as terminated when the
consignor has collected all the paper securities from safe custody, unless otherwise implied by the
contract on safe custody of securities or by an expression of will from the consignor in regard to
the collection of the securities.

(10) In order to secure its rights under the contract on safe custody of paper securities, the
custodian shall have a pledge on the paper security received into safe custody, provided that the
security is in his possession.

(11) If the assets of the custodian are subject to a bankruptcy declaration, 2! the trustee in
bankruptcy shall take all necessary steps towards returning the paper securities placed in individual
and bulk safe custody to the respective consignor in accordance with their shares as defined in
paragraphs 2 and 3. If it is not possible to return the paper securities to all the consignors, the
trustee in bankruptcy shall entrust the non-returned securities to another custodian under similar
terms and conditions, having regard to protecting the interests of the consignor. The trustee in
bankruptcy has the right towards the bankrupt to be compensated for costs related to the return of
the paper securities. Such costs shall be met by the consignors according to the proportion of their
shares.

Section 40
(1) A custodian that has received a paper security under a contract on safe custody of
securities may, even without the consignor’s consent, entrust the security into the safe custody of
another custodian, unless otherwise provided by the contract.
(2) Entrusting a paper security into the safe custody of another custodian shall in no way
affect the consignor’s rights towards the custodian with whom it has concluded the contract on

safe custody of securities.

Section 41
Contract on administration of securities
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(1) In a contract on administration of securities, the administrator undertakes for the
duration of the contract to take whatever legal steps are necessary to exercise and uphold the rights
attached to the respective security, and the owner of the security agrees to pay the administrator a
fee. If the contract does not specify the fee for the service, the administrator is entitled to a fee that
is usual at the time contract is concluded. A contract on administration of securities shall be made
in writing.

(2) The administrator mentioned in paragraph 1 shall be a person authorised to conduct
such activities under an authorisation specified in Section 54 or a central depository.

(3) The administrator shall, even if not instructed by the client, act with due professional
care to take whatever steps are necessary to exercise and uphold the rights attached to the security,
and in particular it shall demand the fulfilment of liabilities arising under the security, as well as
the exercising replacement and pre-purchase rights attached to the security, unless otherwise
provided by the contract on administration of securities.

(4) The administrator shall fulfil instructions of the client; which shall be given in writing
unless the contract on administration of securities allows for a different form. An administrator
shall give the client prompt notification of any incorrect instructions.

(5) If so required by the nature of an action to be taken by the administrator, the owner of
the security shall deliver the administrator the paper security or the required written power of
attorney, without undue delay after being asked for it by the administrator. If the action concerns
a book-entry security, its owner shall, on the administrator’s request, take whatever steps are
necessary so as to enable the administrator to issue instructions for using the book-entry security.

(6) If an administrator should exercise voting rights attached to a security, it may require
the necessary written power of attorney from the owner of the security. If the owner of the security
gives the administrator instructions on how the voting rights should be exercised, the administrator
shall vote for the owner of the security in the specified manner.

(7) An administrator shall deliver the paper security to its owner without undue delay after
completing the action for which the security was required, unless otherwise implied by the nature
of the action. For so long as it is in possession of the security, the administrator is liable for damage
to the security pursuant to Section 39(2).

(8) Unless otherwise agreed, the fee for the administration of a security also covers any
costs that an administrator incurred in the fulfilment of his obligation.

(9) Unless otherwise provided by the contract, the administrator shall take legal steps
concerning the administration of a security in the name of the owner of the security and for the
owner account; the rights and duties of the parties are determined mutatis mutandis by the
provisions of the Commercial Code on a contract of mandate. If, under the contract, the
administrator should take legal steps in his own name and for the account of the owner of the
security, the provisions of the Commercial Code on a commission agent contract and this Act
apply mutatis mutandis.

(10) The provisions of Section 39(8) apply mutatis mutandis to the termination of
a contract on administration of securities, unless otherwise provided by this contract.
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Section 42
Contract on depositing securities

(1) In a contract on depositing securities, a depository undertakes to accept a security for
safe custody and management, and the depositor agrees to pay a fee for the service. If the contract
does not specify the fee for the service, the depository is entitled to a fee that is usual at the time
that the contract is concluded. A contract on safe custody of securities shall be made in writing.

(2) A depository pursuant to paragraph 1 shall be a person authorised to carry out such
activities under an authorisation specified in Section 54.

(3) The provisions governing safe custody and administration of securities apply mutatis
mutandis to contracts on depositing securities.

(4) A depository shall submit an annual report on the state of the deposited paper securities.

(5) A depository that has upon request returned a paper security to a depositor shall not be
obliged to administer the security for the time that it is not in his possession.

(6) A depositor may limit the obligation of a depository to duties arising under the contract
on safe custody of securities or duties arising under a contract on administration of securities. In
such case, the fee that the depositor should pay shall be reduced accordingly.

(7) A depository may deposit a paper security into secondary safe custody, or secondary
safe custody and administration only with the written consent of the depositor. A person who
accepts a paper security for secondary safe custody and administration may not be authorised to
exercise voting rights attached to this security.

Section 43
Contract on portfolio management

(1) In a contract on portfolio management, a portfolio manager undertakes to manage
a client’s portfolio at the portfolio manager’s discretion and within the scope and extent defined
by the contract, and the client agrees to pay a fee for this service. This contract shall be made in
writing.

(2) A portfolio manager pursuant to paragraph 1 may only be a person authorised to carry
out such activities under an authorisation specified in Section 54.

(3) A portfolio management company shall, without instructions from the client, procure
the purchase and sale of securities, as well as their primary market acquisition, and shall, unless
the contract provides otherwise, perform activities specified in Sections 39 and 41 with the
objective of ensuring long-term professional care for the client’s portfolio. A client may limit the
obligations of the portfolio management company only to duties related to the purchase, sale, and
subscription of securities. In such case, the fee that the client should pay shall be reduced
accordingly.
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(4) A portfolio management contract may be terminated. Unless a termination notice has
been agreed upon, the contract may be terminated with effect from the end of the second month
following the delivery of a termination notice.

(5) Unless the subject-matter implies otherwise, the provision of Section 39(7) applies
mutatis mutandis.

(6) The provisions on contracts set out in Sections 31 to 36 and 39 to 41 apply mutatis
mutandis to contracts on portfolio management.

Section 44
Immobilisation of securities

(1) A contract on bulk safe custody pursuant to Section 39(3) may also be concluded by
the issuer of these securities as the consignor. The provisions of this Act concerning book-entry
securities apply mutatis mutandis to securities deposited by an issuer in this way (hereinafter
‘immobilised securities’). If the securities are in bulk safe custody with an investment firm, they
are subject to the provisions of this Act on paper securities.

(2) In the case of issued securities, the provisions of Section 16 apply mutatis mutandis to
the procedure described in paragraph 1.

(3) Owners of immobilised securities may ask the issuers of the securities to deliver them
the paper securities without undue delay; this does not apply if the immobilised securities are
admitted to trading on a regulated market or on another trading venue.

(4) Issuers whose securities are admitted to trading on a regulated market or on another
trading venue may enter into a contract under paragraph 1 only with a central depository or foreign
central depository which performs such activity.

Section 44a

(1) The provisions on securities contracts under Sections 39 to 42 apply mutatis
mutandis to contracts on book-entry securities.

(2) The provisions on securities contracts under Sections 31 to 44 apply mutatis
mutandis to contracts on financial instruments that are not securities.

DIVISION THREE
COLLATERALISATION OF SECURITIES

Pledge
Section 45

(1) Unless otherwise provided by this Act, a pledge is established upon its registration in a
separate register of pledged securities (hereinafter a ‘register of pledges’).
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(2) A register of pledges of paper securities shall be kept by the central depository. The
register of pledges of book-entry securities shall be kept by the central depository for securities
recorded in the issuer’s register. The register of pledges of book-entry CIU shares or units, the
issuer’s register of which is recorded by the depository of an investment fund in accordance with
another act,?%? shall be kept by this depository or asset management company in individual register.

(3) When registering a pledge established on paper securities, the central depository shall
mark a ‘subject to pledge’ clause on the paper securities concerned.

(4) For a pledge to be established on a paper security transferable by endorsement, it is
required that the owner makes a written statement on the security (hereinafter a ‘pledge
endorsement’). The pledge endorsement shall identify the secured creditor. In addition, the pledge
endorsement shall contain the appropriate particulars set out in Section 21(2). The secured creditor
may not further transfer a security containing a pledge endorsement.

(5) The provisions of paragraph 4 are without prejudice to the provisions of another act.**

(6) A pledge on a book-entry security in favour of Narodna banka Slovenska shall be
established by concluding a credit transaction with Narodna banka Slovenska,* and it shall
exist for the period of business relationship established by the concluded transaction. The
central depository shall register the pledge in the register of pledges by order of Narodna banka
Slovenska. Simultaneously, Narodna banka Slovenska shall issue an order to register a
suspension of the exercise of the right to use the pledged security in accordance with
Section 28(3), the term of which suspension shall be equal to that of the business relationship
arising from the concluded transaction

Section 46

(1) A pledge on securities shall arise or terminate upon the registration of a change or
termination of a pledge on securities in the register of pledges.

(2) Upon registration of a change or termination of a pledge on paper securities, the central
depository shall mark the change or termination on the paper security concerned.

Section 47

(1) The register of pledges shall contain the following information:

(a) business name or name, and registered office of the guarantor, if a legal person, or the
name, and address of the guarantor, if a natural person;

(b) identification number or personal identification number of the guarantor;

(c) in respect of book-entry securities, their identifier including ISIN code; in respect of paper
securities, their identifier including the class and type of the security, and, if the issuer is a
legal person, the issuer’s identification number, business name or name, and registered office
address, or, if the issuer is a natural person, the issuer’s full name and address of permanent
residence;

(d) business name or name, and registered office of the secured creditor, if a legal person, or name
and address of the secured creditor, if a natural person;

(e) identification number or personal identification number of the secured creditor;
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(f) quantity or volume of securities;
(9) amount of the liability for which the contractual is established and its due date;
(h) date when the pledge was recorded in the register of pledges.

(2) At the written request of the legal or natural person, the central depository shall issue
an extract from the register of pledges containing information to the extent specified in paragraph
1(a), (c), (f) and (h), and this extract may also contain additional information from the issuer’s
register.

Section 48

(1) Contracts on pledging securities are governed by the provisions of the Commercial
Code and Civil Code on the right of pledge, unless otherwise provided by this Act.

(2) Contracts on pledging securities shall be made in writing.
(3) A pledge may not be established on securities already subject to a pledge.
Section 49

(1) If a pledge is established on a paper security that has been placed in safe custody or
deposited, the consignor or depositor shall notify the fact to the custodian or depository. The
consignor’s or depositor’s notice shall be accompanied by an original or an officially certified copy
of the contract on pledging of the security.

(2) A pledged security subject to a pledge which is in individual safe custody shall be kept
separately from other securities of the client. The pledged security may not be released to the client
without the secured creditor’s consent, or unless a document is presented that the pledge has
expired. The same applies to pledged paper securities deposited under a contract on the deposit of
securities.

Section 50
Registration of a pledge

(1) An order to register a pledge on a security may be given by a secured creditor, a
guarantor, or Narodna banka Slovenska, provided that the pledge registration is in accordance with
Section 45(6). The secured creditor or guarantor shall attach to the registration order for the pledge
a written confirmation regarding the content of the contract to pledge the security. This does not
apply if an order for registration of pledge on a security is issued by pledgee or pledgor in
accordance with Section 53a(4), or by Narodna banka Slovenska in accordance with Section
45(6). The written confirmation regarding the content of the contract to pledge the security shall
include in particular the information mentioned in Section 47(1)(a) to (g) and the signatures of the
guarantor and secured creditor. An order to register a pledge on a security shall include the
information mentioned in Section 47(1)(a) to (Q).

(2) Where information about the owner of a security is held in an owner account
maintained by a central depository or a member, or in records kept by an investment firm in
accordance with Section 71h(2), an order to register a pledge on the security shall be submitted
to that central depository, member or investment firm; where information about the owner of a
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security is held by a central depository in accordance with the second sentence of Section 105c,
such order shall be submitted to that central depository. Where information about the owner of
a security is held in records kept by a member or investment firm in accordance with Section
71h(2), the member or investment firm shall, after receiving an order to register a pledge on the
security, forward this order without undue delay to the central depository; where such
information is held by a central depository in accordance with the second sentence of Section
105c, the central depository shall, after receiving such order, forward it without undue delay to
the other central depository.

(3) After entering a pledge in the register of pledges, a central depository shall without
undue delay record this fact in the owner account maintained in its register, or it shall forthwith
notify this fact to the member with which the owner of the pledged security has his owner
account, or to the investment firm holding information about the security’s owner in records
kept in accordance with Section 71h(2), or to the central depository that holds information about
the security’s owner in accordance with the second sentence of Section 105c. Where a member
or an investment firm that keeps records under Section 71h(2) is notified by a central depository
that a pledge has been entered in the register of pledges, it shall without undue delay record this
fact in the relevant account or in records mentioned in Section 71h(2). Where a central
depository that keeps records under the second sentence of Section 105c is notified by the other
central depository that a pledge has been entered in the register of pledges, it shall without
undue delay record this fact in the respective account or notify it to the member with which the
owner of the pledged security has his owner account, or to the investment firm holding
information about the security’s owner in records kept in accordance with Section 71h(2).
Where a member or an investment firm that keeps records under Section 71h(2) receives a
notification under the third sentence of this paragraph, it shall without undue delay record this
fact in the relevant account or in records mentioned in Section 71h(2).

(4) In the event of a change in the information concerning a pledge, the person whom
this change concerns shall order an amendment to the registration in the register of pledges,
without undue delay after the date of the occurrence that gave rise to the change in the
information regarding the pledge. If a person whom the change in information concerns cannot
be determined, this obligation shall fall to the guarantor. If the obligation to order the
registration of a change in the information falls to more than one person, this obligation shall
be deemed discharged where the order is made by any one of these persons. If a change in a
pledge on a security concerns information contained in the written confirmation under
paragraph 1, the guarantor or secured creditor shall enclose with the order a written
confirmation on the change in the content of the contract to pledge the security, or a document
proving another reason for the change in the pledge on the security. The written confirmation
of a change in the contract to pledge the security shall include mainly the information mentioned
in Section 47(1) and the signatures of the guarantor and secured creditor. When registering a
change in a pledge on a security, the procedure set out in paragraphs 2 and 3 shall be followed. An
order to register a change in a pledge on a security shall include the information mentioned in
Section 47(1).

(5) After grounds have arisen for the termination of a pledge, the secured creditor shall
without undue delay order the registration of the termination of the pledge. The guarantor may
also make an order to register the termination of a pledge, in which case he shall enclose with
the order a written confirmation of the fulfilment of the obligation or another document, made
out by the secured creditor, proving a reason for the termination of the pledge. When registering
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the termination of a pledge on a security, the procedure set out in paragraphs 2 and 3 shall be
followed. An order to register the termination of a pledge on a security shall include the
information mentioned in Section 47(1). If a security has expired and been deleted from the
records established under Section 10(4)(a), the central depository shall execute the registration
of termination of a pledge without an order. The central depository shall notify the guarantor
and secured creditor of this fact at the address registered with the pledge.

(6) Any party that gives an order to register a pledge without having proper authority to do
so, or that gives such an order incorrectly, incompletely or belatedly shall be liable for any damage
which arises as a result.

Section 51

(1) When dealing with a pledged security, the right of pledge is also enforceable against
any acquirer of the security unless otherwise provided by this Act or another act; the right of pledge
may be enforced against the acquirer of the security even if the guarantor has transferred the
security to the acquirer in a transaction conducted as part of a business or other activity. The
guarantor and acquirer shall register the change of guarantor in the register of pledges. For any
damage caused by the breach of this obligation, they shall be jointly and severally liable. The
obligation laid down in this paragraph does not apply where the acquirer acquired the securities
under paragraph 5.

(2) The guarantor in regard to a pledge on a security shall be the owner of the security.

(3) For so long as a pledge on a security is in effect, the right of pledge applies equally to
any income from the pledged security.

(4) Pledged securities may not be traded in anonymous transactions, except as provided in
paragraph 5.

(5) Where a claim secured by a pledge on a security is not paid in due and prompt manner,
the secured creditor may sell the pledged security through an investment firm. The secured creditor
shall notify the guarantor in advance of the intended sale, unless otherwise provided in the contract
on pledging of the security.

(6) A sale pursuant to paragraph 5 of securities admitted to a market of stock exchange-
listed securities shall be made on the stock exchange by an anonymous transaction through an
investment firm. If the stock-exchange listed security has not been traded in the last three months,
it may be offered for sale through an investment firm for the highest price which can be achieved
with due professional care.

(7) A sale pursuant to paragraph 5 of securities which are not stock exchange-listed shall
be made through an investment firm for the highest price which can be achieved with due
professional care.

Section 52
Statutory pledge
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(1) Statutory pledges on securities are governed by the provisions of another act,*® unless
otherwise provided by this Act. A statutory pledge on a security, and a change to or termination of
the pledge, shall be registered in the register of pledges as at the date when the statutory pledge on
the security is established, changed or terminated.

(2) Where information about the owner of a security is recorded in an owner account
maintained by a central depository or a member, or in records kept by an investment firm in
accordance with Section 71h(2), an order to register, change or terminate a statutory pledge on
the security shall be submitted by the competent state authority*’ to that central depository,
member or investment firm; where information about the owner of a security is held by a central
depository in accordance with the second sentence of Section 105c, such order shall be
submitted to that central depository. The order shall be accompanied by a legally valid decision
to establish, change, or terminate the statutory pledge. The procedure for registering a statutory
pledge is subject to Section 50(3). If the security has been cancelled and deleted from the register
established under Section 10(4)(a), the central depository shall register the termination of the
statutory pledge on the security without requiring an order. The central depository shall notify the
guarantor and secured creditor of this fact at the address registered with the pledge.

(3) An order to register, change or terminate a statutory pledge shall contain the particulars
specified in Section 47(1).

(4) The provisions of Section 51(1), (3) and (4) apply equally to statutory pledges on
securities.

Section 52a
Securities with a claim connected with the obligation of subordination

(1) The claim from securities connected with the obligation of subordination is governed
by the provisions of other legislation on the obligations of subordination and claims connected
with the obligation of subordination.*’2

(2) Securities in book-entry form with claims connected with the obligation of
subordination are recorded by the central depository in special records of securities with a claim
connected with the obligation of subordination unless this Act or another act stipulates
otherwise. For the purpose of maintaining these records, the issuers and owners of securities in
book-entry form with a claim that is connected with the obligation of subordination shall
provide data to the central depository within the scope stipulated by the operating rules of the
central depository (hereinafter the ‘operating rules’).

Section 53
Transfer of securities as collateral

(1) Contracts for the transfer of securities as collateral are governed by the provisions of
this Act and the Civil Code on securing liabilities by the transfer of a right. Contracts for the
transfer of securities as collateral shall be made in writing and shall, to a similar extent as laid
down in Section 47(1), state information on the debtor, the creditor, the securities transferred, and
liabilities secured by the transfer of securities, as appropriate according to Section 47(1).
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(2) Transfers of securities as collateral shall be registered by the central depository in
a separate register of securities transferred as collateral, unless otherwise provided by this Act or
another act.

(3) The provisions of Sections 45(1), (2) and (6), 46, 47 and 50 apply mutatis mutandis
where transfers of securities as collateral are executed, established, changed or terminated.

(4) Anyone who gives an order to register a transfer of securities as collateral without
having proper authority to do so, or who gives such order incorrectly, incompletely or belatedly
shall be liable for any damage arising as a result.

Special provisions on financial collateral
Section 53a

(1) The provisions of Section 45(3) and (4), Section 46, Section 50(3) and Section 51(4)
to (7) do not apply where the secured creditor or guarantor in relation to the pledge on securities
are any of the following entities:

(@ apublic authority of a Member State;

(b) Narodna banka Slovenska or the central bank of another state, the European Central Bank, the
International Monetary Fund, the European Investment Bank, the International Development
Bank?*'@ or the Bank for International Settlements;

(c) abank, foreign bank, investment firm, foreign investment firm, insurance undertaking, foreign
insurance undertaking, insurance undertaking from another Member State, asset management
company, foreign asset management company, electronic money institution, foreign
electronic money institution, collective investment undertaking, or a foreign collective
investment undertaking;

(d) an entity other than an entity mentioned in subparagraph (c), which is subject to prudential
supervision and which, within the scope of its core business, performs activities that may in
accordance with other legislation*’® be performed by a bank; or an entity having its registered
office abroad which performs similar activities;

(e) an entity other than an entity mentioned in subparagraph (c), which is subject to prudential
supervision and which, within the scope of its core business, acquires interests in assets in
accordance with other legislation,*’® or an entity having its registered office abroad which
performs similar activities;

(f) the central depository, payment system operator,*’d settlement agent,*’® clearing house,*’f
joint representative of the owners of the securities or other debt securities, or an entity having
its registered office abroad which performs similar activities, including an entity which
performs clearing and settlement of transactions in financial instruments or which performs
the activities of a central counterparty though is not a foreign central depository.

(g) an entity other than an entity mentioned in points (a) to (f), if these conditions are met:

1. the other party is one of the entities mentioned in (a) to (d) and (f);

2 the pledge secures a claim under a contract on final settlement of gains and losses or

a claim arising from transactions whose settlement may be the subject of a contract
on final settlement of gains and losses under other legislation.*’9"

(2) A pledge on a paper security in accordance with paragraph 1 shall be established by
the surrender of the security to the secured creditor or a third party for safe custody or for safe
custody and administration, if so agreed by the guarantor and secured creditor. For a pledge to be
established under paragraph 1 on a paper security that is transferable by endorsement, the pledge
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endorsement is also required. The pledge endorsement shall include a ‘subject to pledge’ clause
and state the entity that is the secured creditor. Otherwise the pledge endorsement shall state, as
appropriate, the particulars mentioned in Section 21(2). If the pledge on a paper security that
includes a pledge endorsement ceases to exist, the secured creditor is required to indicate on the
pledged paper security that the pledge has expired. The provision of this paragraph is without
prejudice to the provisions of another act.**

(3) A pledge on a book-entry security under paragraph 1 shall be established, changed or
terminated when the pledge is recorded in the owner account in the register of a central depository,
or in the register of a member with which the owner of the pledged security has his owner account,
or in another register mentioned in Section 10(4)(b), in accordance with the procedure laid down
in Section 50, or in records maintained by an investment firm under Section 71h(2), in accordance
with the procedure laid down in Section 50. In such case, the order to register the pledge shall be
accompanied by a confirmation of the content of the contract on pledging securities may be used
instead of an attested copy of the contract. This does not apply if an order for the registration of a
pledge on a book-entry security is given by pledgee or pledgor in accordance with paragraph 4.

(4) The pledge under paragraph 1 established on a book-entry security in favour of
Narodna banka Slovenska, European Central Bank or another central bank of the Eurosystem*’"
by order of Narodna banka Slovenska, European Central Bank or another central bank of the
Eurosystem, or by order of pledgor shall be established, changed or terminated by its
registration in the owner account kept in records of the central depository; this is without
prejudice to the establishment of pledge under Section 45(6). Simultaneously, the pledgee shall
issue an order to register a suspension of the exercise of the right to use the pledged security in
accordance with Section 28(3)(d), the term of which suspension shall be equal to that of the
business relationship arising from the concluded transaction.

(5) A pledge under paragraph 1 established on a book-entry security in favour of
Narodna banka Slovenska, the European Central Bank or another central bank of the
Eurosystem*’" shall be established by a movement or transfer of the security to an account of
the owner kept in records of the central depository which is reserved in favour of the secured
creditor under Section 105(11); this is without prejudice to the establishment of pledge under
Section 45(6). The pledge on securities shall be terminated by a movement or transfer of the
security from the owner account reserved in favour of the secured creditor based on an order of
the secured creditor or order of the guarantor and secured creditor in favour of whom the owner
account is reserved; securities cannot be moved or transferred from the owner account reserved
in favour of the secured creditor by any other order.

(6) Where Narodna banka Slovenska gives order to register a pledge in accordance with
paragraph 4 in favour of the European Central Bank or another central bank of the Eurosystem,
Néarodna banka Slovenska may be a mediator of payments of principal and income on securities

which are subject to a pledge, by order of the European Central Bank or another central bank.

(7) A pledge on a security under paragraph 1 applies to a transferee unless the transferee
was unaware of the pledge at the time of the transfer or in the case of anonymous transactions.

Section 53b
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(1) The secured creditor may use the pledged security in accordance with Section 53a(1),
and exercise the rights attached to it, even without the consent of the guarantor if so agreed in the
contract on pledging of the security; in such case, the secured creditor shall act on behalf of and
for the account of the guarantor. Anonymous transactions with the pledged security may only be
made if the guarantor and secured creditor have agreed to them in the contract on pledging of the
security, or in regard to the exercise of the pledge in accordance with paragraph 4.

(2) If the secured creditor has used the collateral prior to the occurrence of the event
entitling him to enforce the pledge, the secured creditor shall, unless otherwise agreed with the
guarantor, be required to procure for his own account and on behalf of the guarantor an equivalent
collateral as a replacement for the original collateral and to do so no later than the last day of the
repayment period for the secured receivable. The equivalent collateral that replaces the original
collateral is subject to the same pledge; the pledge on the equivalent collateral shall be deemed to
have been established at the same moment as the pledge on the original collateral. If the secured
creditor has used the collateral prior to the occurrence of the event entitling him to enforce the
pledge, the pledge does not apply to any transferee of the original collateral. If so agreed by the
contracting parties in the contract on pledging of the security, the secured creditor may set off the
equivalent collateral against the secured receivable or use the equivalent collateral to settle the
receivable.

(3) For the purposes of paragraph 2, the equivalent security shall be understood to mean a
fungible security or other asset on the basis of the contract on the pledged receivable.

(4) If the receivable secured by the pledge is not paid promptly and duly, or if there occurs
another event which the contract on pledging of the security defines to be an event entitling
enforcement of the pledge, the secured creditor may enforce the pledge in the manner laid down
by law or agreed in the contract on pledging of the security, in particular through the sale of the
collateral, foreclosure on the collateral, set-off against the secured receivable, or by using the
collateral to settle the secured receivable. The secured creditor may enforce the pledge by
foreclosing on the collateral if the contracting parties so agreed when the contract on the secured
receivable was concluded and if at the same time they agreed on a valuation method for the pledged
security. The fulfilment of other terms and conditions in accordance with this Act and with other
legislation®’9 is not required.

(5) The secured creditor is not required to give the guarantor advance notice of the
enforcement of the pledge.

(6) In regard to the sale of a security pledged in accordance with Section 53a(1), the secured
creditor is required to proceed with due care in order to ensure that the pledged security is sold for
a price for which the same security is usually sold under comparable conditions at the time and
place of the sale of the pledged security.

(7) When using a pledged book-entry security in accordance with paragraph 1, and also
when enforcing a pledge on a book-entry security, the secured creditor shall issue on behalf of
the guarantor an order to register the transfer of the pledged book-entry security from the
account of the guarantor to the account of the secured creditor. The secured creditor may also
issue a transfer order on behalf of the guarantor when procuring an equivalent collateral under
paragraph 2 for the account of the guarantor. When using the pledged security, the secured
creditor may request a statement of the guarantor’s account.
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Section 53c

In order to establish, change or terminate transfers of securities as collateral, the
requirement of Section 53 for a written contract and the entry of such transfers in a separate register
does not apply if the contracting parties are any of the entities mentioned in Section 53a(1). In that
case, the book-entry securities are subject mutatis mutandis to the provision of Section 53a(3).

Section 53d

The validity, effectiveness and enforcement of a pledge on, or collateral transfer of,
securities, the ownership right and similar rights to which are entered in a register or account,
including contracts under which such rights were established, are governed exclusively by the
national law under which the ownership right or similar right to the securities is evidenced by an
entry in a register or on an account. Parties to a contract on pledging book-entry securities or a
contract on the transfer of securities as collateral are precluded from electing the applicable law.

Section 53e

(1) If the secured creditor or guarantor includes more than one entity and any one of them
is not an entity under Section 53a(1)(a) to (d), the provisions of Section 53a to 53d do not apply.

(2) If a pledge was established in accordance with Section 53a(1) and over the course of
its duration there was a change of the guarantor or secured creditor or an accession to the side of
the guarantor or secured creditor, the pledge is governed by the provisions of Section 53a to 53d.

(3) The provisions of paragraphs 1 and 2 also apply mutatis mutandis to the transfer of
securities as collateral.

Section 53f
The provisions of Section 53b(1) to (5) do not apply if restrictions on the enforcement of

financial collateral arrangements, or restrictions on the effect of the pledge, or any close-out netting
or set-off provision are imposed by virtue of this Act or another act.*"!

DIVISION FOUR
INVESTMENT FIRM

Authorisation to provide investment services
Section 54

(1) An investment firm shall be a joint-stock company which has its registered office in
the territory of the Slovak Republic and whose scope of business comprises the provision of
investment services to clients, or the performance of investment activities on the basis of an
authorisation to provide investment services issued by Narodna banka Slovenska.
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(2) An authorisation to provide investment services allows a person to establish an

investment firm or a branch of a foreign investment firm in the Slovak Republic and to carry on
the business of an investment firm or a branch of a foreign investment firm in the extent and under
the terms and conditions defined in the authorisation.

(3) It is prohibited for an entity other than an investment firm to provide investment

services or ancillary services under Section 6(2)(a) or to perform investment activities if it has
not been authorised to do so by Narodna banka Slovenska in accordance with paragraph 1,
unless otherwise provided by this Act or another act.*® The authorisation mentioned in
paragraph 1 is not required for:

(a)

(b)
(©)

(d)

e)
()

(9)

activities of the following: members of the European System of Central Banks (ESCB);
Narodné banka Slovenska under another act;*® other national central banks; the Debt and
Liquidity Management Agency, responsible for performing certain activities related to
public debt and liquidity management under other legislation;*%® public authorities of other
countries charged with or intervening in the management of public debt, and international
financial institutions established by two or more Member States which have the purpose of
mobilising funding and providing financial assistance to the benefit of their members that
are experiencing or threatened by severe financing problems;

persons that provide investment services exclusively for their parent undertakings, for their
subsidiaries or for the subsidiaries of their parent undertakings;

persons providing an investment service where that service is provided in an incidental
manner in the course of a professional activity and that activity is regulated by legislation
of general application or a code of ethics governing the profession which do not exclude
the provision of that service;

persons who do not provide any investment services or activities other than dealing on own
account in financial instruments other than commaodity derivatives or emission allowances
or derivatives thereof, unless such persons:

1. are market makers;

2. are members of or participants in a regulated market or an MTF or have direct
electronic access to a trading venue, except for non-financial entities executing
transactions on a trading venue which are objectively measurable as reducing risks
directly relating to the commercial activity or the treasury financing activity of such
non-financial entities or the groups which they belong;

3. apply a high-frequency algorithmic trading technique; or

4. deal on own account when executing client orders;

persons that provide investment services consisting exclusively in the administration of
employee-participation schemes;

persons providing investment services which only involve both the administration of
employee-participation schemes and the provision of investment services exclusively for
their parent undertakings, for their subsidiaries or for other subsidiaries of their parent
undertakings;

persons dealing on own account, including market makers, in commodity derivatives or
emission allowances or derivatives thereof, excluding persons who deal on own account
when executing client orders, or providing investment services, other than dealing on own
account, in commodity derivatives or emission allowances or derivatives thereof to the
customers or suppliers of their main business, provided that for each of those cases
individually and on an aggregate basis this is an ancillary activity to their main business,
when considered on a group basis, that they are not part of a group whose main business is
the provision of investment services within the meaning of this Act, or banking activities
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under another act®® or acting as a market maker in relation to commodity derivatives, and
that they do not apply a high-frequency algorithmic trading technique; those persons shall,
at the request of Narodna banka Slovenska, report the basis on which they consider that this
activity is ancillary to their main business;

(h) persons providing investment advice in the course of providing another professional activity
not covered by this Act provided that the provision of such advice is not specifically
remunerated;

(i) operators with compliance obligations under other legislation!’® who, when dealing in
emission allowances, do not execute client orders and who do not provide any investment
services or perform any investment activities other than dealing on own account, provided
that those persons do not apply a high-frequency algorithmic trading technique;

(j) transmission system operators as defined in other legislation*® or under network codes or
guidelines adopted pursuant to those regulations, any persons acting as service providers on
their behalf to carry out their task under those regulations or under network codes or
guidelines adopted pursuant to those regulations, and any operator or administrator of an
energy balancing mechanism, pipeline network or system to keep in balance the supplies
and uses of energy when carrying out such tasks; this exemption applies only where such
persons perform investment activities or provide investment services relating to commodity
derivatives in order to carry out those activities, and does not apply with regard to the
operation of a secondary market, including a platform for secondary trading in financial
transmission rights;

(k) central depositories performing activities to the extent defined under other legislation;*

() crowdfunding service providers as defined in other legislation.*%

(4) A foreign investment firm is a legal or natural person having its registered office outside
the territory of the Slovak Republic which provides investment services and which has an
authorisation to perform these activities in its home country.

(5) A branch of a foreign investment firm is an organisation unit of the foreign investment
firm located in the territory of the Slovak Republic,>® which performs all or some investment
services; all branches of a foreign investment firm established in the Slovak Republic by a foreign
investment firm with its registered office in a Member State shall be deemed to be a single branch
of a foreign investment firm in terms of the authorisation to provide investment services.

(6) A foreign investment firm may provide investment services in the territory of the
Slovak Republic only through its branch and only if it has been granted an authorisation by
Narodna banka Slovenska to provide investment services under Section 56, unless otherwise
provided by this Act.

(7) An investment firm or a branch of a foreign investment firm may not perform for
third parties any activities other than investment services, except for mediation for other
financial institutions under another act,°%® the performance of a member’s activities, the
preparation and dissemination of investment recommendations, the provision of data reporting
services, the performance of activities of a payment service provider under another act,>%%® the
performance of activities of a crowdfunding service provider under other legislation,**° and the
performance of non-cash foreign currency transactions and other activities the investment firm
is authorised to perform under other legislation.>%® Prior to commencing the performance of
non-cash foreign currency transactions, an investment firm and a branch of a foreign investment
firm shall demonstrate to Narodna banka Slovenska their methods of risk protection and risk
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measurement, monitoring and management and elaborated processes to prepare, conclude,
perform and settle transactions, including the mechanism and rules of price creation. An
investment firm or a branch of a foreign investment firm may commence performing non-cash
foreign currency transactions based on a prior notification in writing by Narodna banka
Slovenska on compliance with the condition under the second sentence; where an investment
firm or a branch of a foreign investment firm does not comply with or surpasses the conditions,
Narodna banka Slovenska shall be competent under this Act to impose corrective measures and
sanctions for this deficiency, including a ban on continuing the non-cash foreign currency
transactions.

(8) The business name of an investment firm other than a bank shall contain the words
‘investment firm’ or the abbreviation ‘o.c.p.” No other entities may use this designation in their
business name.

(9) The provisions of the Commercial Code apply to investment firms and branches of
foreign investment firms, unless this Act or another act™® provides otherwise.

(10) An investment firm may issue securities only as registered book-entry securities;
a change of their type or form is not allowed.

(11) The initial capital of an investment firm providing any of the investment services or
performing any of the investment activities listed in Section 6(1)(c) or (f) shall be at least EUR
750,000.

(12) The initial capital of an investment firm not referred to in paragraphs 11, 13 and 14
shall be at least EUR 150,000.

(13) The initial capital of an investment firm providing any of the investment services listed
in Section 6(1)(a), (b), (d), (e) or (g) and not permitted to hold client money or financial instruments
belonging to its clients when performing these services shall be at least EUR 75,000.

(14) The initial capital of an investment firm providing the investment service referred to
in Section 6(1)(i), where that investment firm engages in dealing on own account, shall be at least
EUR 750,000.

(15) The composition of an investment firm’s initial capital is subject to other legislation.>%

Section 54a

Investment firms authorised to operate an MTF may request Narodna banka Slovenska
to register the MTF as a growth market as defined in another act.%®

Section 54b

(1) ‘Small and non-interconnected investment firm’ means an investment firm that meets
the conditions set out in other legislation.>0¢
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(2) Small and non-interconnected investment firms are subject to the requirements laid
down in other legislation,®®® unless N4rodna banka Slovenska has granted an exemption in
accordance with other legislation.>0«

(3) Investment firms which have not breached any of the conditions set out in other
legislation®°° within six months after starting to meet them, and have notified Narodna banka
Slovenska of this fact, are not, as of the end of those six months, subject to Section 77(2), (3), (6)
and (7), Sections 71d to 71dd, Section 77(3), and the second sentence of Section 157(1).

(4) Investment firms which cease to meet the conditions set out in other legislation®°¢? shall
notify Narodna banka Slovenska of this fact and ensure that their activities comply with Section
71(2), (3), (6) and (7), Sections 71d to 71dd, Section 77(3), and the second sentence of Section
157(1) within 12 months after establishing their non-compliance with those conditions.

(5) The provisions of Section 71db apply to investment firms that have ceased to meet the
conditions set out in other legislation®°? in the accounting period following the accounting period
in which the investment firm concerned established that it no longer meets those conditions..

Section 54c

Investment firms that are subject to specific prudential requirements pursuant to other
legislation® are subject to the provisions of other legislation on cooperation in the area of
supervision,®® on significant branches,>®" on internal capital,>®9 on organisation and
management,®®" on remuneration principles,® on risk management,> on the approach to
internal ratings,>°* on risks,>%! on the publishing of reports,3°“™ on supervisory procedures,>*" on
exercising supervision on a consolidated basis,>*® and on buffers.>0¢®

Section 54d

(1) In proceedings under other legislation,?® N4rodn4 banka Slovenska may decide that
investment firms providing investment services and carrying out investment activities in
accordance with Section 6(1)(c) or (f) shall be subject to other legislation,>**d where the total value
of the consolidated assets of the investment firm is equal to or exceeds EUR 5,000,000,000,
calculated as an average of the previous 12 months, and one or more of the following criteria apply:
(@) the investment firm carries out those activities on such a scale that the failure or the distress

of the investment firm could lead to systemic risk;

(b) the investment firm is a clearing member as defined in other legislation;>*

() Narodna banka Slovenska considers it to be justified in light of the size, nature, scale and
complexity of the activities of the investment firm concerned, taking into account the principle
of proportionality and having regard to one or more of the following factors:

1. the importance of the investment firm for the economy of the European Union or of the

home Member State;

2. the significance of the investment firm’s cross-border activities;

3. the interconnectedness of the investment firm with the financial system.

(2) Paragraph 1 does not apply to commodity and emission allowance dealers,®s
management companies?? or insurance undertakings.?®
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(3) Investment firms referred to in paragraph 1 are subject to supervision pursuant to other
legislation.®

(4) Where, in accordance with paragraph 1, Narodna banka Slovenska decides to revoke a
decision taken in proceedings under other legislation,? it shall inform the investment firm without
delay.

(5) Any decision taken under paragraph 1 ceases to apply where an investment firm no
longer meets the threshold of the total value of the consolidated assets referred to in that paragraph,
calculated over a period of 12 consecutive months.

(6) Narodna banka Slovenska shall inform the European supervisory authority (European
Banking Authority - ‘EBA”) without delay of any decision taken pursuant to paragraphs 1 and 3
to 5.

Section 54e

Where an investment firm authorised to provide investment services in accordance with
Section 55 and meeting the conditions set out in other legislation®® is issued a banking
authorisation in accordance with other legislation,® the authorisation to provide investment
services shall not expire but rather be suspended for the duration of the banking authorisation
issued in accordance with other legislation.>*“ Where the banking authorisation expires and the
conditions set out in other legislation® are no longer met, the investment firm’s authorisation to
provide investment services shall be renewed, provided that all conditions to issue an authorisation
to provide investment services in accordance with Section 55 are met.

Section 55

(1) Decisions on the issuance of an authorisation to provide investment services shall be
taken by Narodna banka Slovenska. An application for authorisation to provide investment
services shall be submitted to Narodna banka Slovenska by the founders of the investment firm or
the joint stock company, unless this Act provides otherwise. If a bank is applying for an
authorisation to establish and operate an investment firm, the application shall be submitted by the
management board of the bank.

(2) The granting of an authorisation mentioned paragraph 1 is subject to proof of
compliance with the following conditions that apply to investment firms under this Act:

(@) the initial capital of the investment firm pursuant to Section 54;

(b) the paid-up share capital and other financial resources of the investment firm have a
transparent and credible provenance;

(c) persons with a qualifying holding in the investment firm are eligible and their relations with
other entities are transparent, especially as regards interests in the share capital and in the
voting rights; if there are no qualifying holdings, a summary of the twenty largest shareholders
shall be provided;

(d) persons nominated to a position at the investment firm that is a member of the management
body or, senior management, the chief compliance officer, the chief risk management
officer or the chief internal audit officer are professionally competent and of good repute;

(e) any closely linked group that includes a shareholder with a qualifying holding in the
investment firm is transparent;
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(f) the exercise of supervision is not impeded by the close links of the group mentioned in
subparagraph (e);

(9) the exercise of supervision is not impeded by the national law, or the application of that law,
in the country in which the group mentioned in subparagraph (e) has close links;

(h) the registered office and head office of the investment firm are in the territory of the Slovak
Republic; ‘head office’ means the place from which the operation of the investment firm
is managed or the place where documents on the operation of the investment firm are kept
for the exercise of supervision;

(i) where the issuance of an authorisation under paragraph 1 will entail the investment firm
becoming part of a consolidated group under Section 138 which includes a financial holding
company or an investment holding company, or becoming part of a financial conglomerate
under Section 143b which includes a mixed financial holding company — the natural persons
who are members of the statutory body of the financial holding company, investment holding
company or mixed financial holding company are professionally competent and of good
repute, and the shareholders controlling the financial holding company, investment holding
company or mixed financial holding company are eligible;

(j) the applicant has not been convicted by a final judgement of a crime;

(k) the material, personnel, technical and organisational requirements for the proposed scope of
the firm’s investment services, investment activities and ancillary activities are met.

(3) The elements of an application for authorisation under paragraph 1 are specified by
other legislation.>*

(4) Narodna banka Slovenska shall decide on an application under paragraph 1 on the basis
of an assessment of the application carried out within a deadline stipulated by another act,>® but no
later than six months after the day on which the complete application was submitted pursuant to
paragraph 1.

(5) Narodna banka Slovenska shall reject an application under paragraph 1 if the
applicant does not fully comply with the conditions laid down in paragraph 2, or if the applicant
does not provide the additional information referred to in paragraph 9, or if the information and
documents submitted by the applicant are not complete, accurate, true, authentic and up to date.
An application under paragraph 1 may not be rejected on grounds of the economic needs of the
market.

(6) Before commencing the performance of authorised activities, an investment firm
shall demonstrate to Narodna banka Slovenska that it meets the technical, organisational and
personnel requirements for performing the authorised activities.

(7) An investment firm may begin to perform activities stated in its authorisation to
provide investment services after being notified in writing by Narodna banka Slovenska that it
has fulfilled the condition laid down in paragraph 6.

(8) An investment firm is required to comply with the conditions defined in paragraphs 2
and 6 throughout the term of its authorisation to provide investment services.

(9) The method of demonstrating compliance with the conditions laid down in paragraph

2 is stipulated by other legislation.>° For the purpose of assessing an application for authorisation
under paragraph 1, Narodna banka Slovenska may request the applicant to provide in writing
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additional information necessary for proving compliance with the conditions laid down in
paragraph 2.

(10) Persons nominated as a member of the management body or senior management of
an investment firm and persons employed at an investment firm as a chief compliance officer,
chief risk management officer or chief internal audit officer are deemed to be professionally
competent if they have a university degree and at least three years’ experience in the financial
market field, or they have completed secondary general education or secondary vocational
education and have at least ten years’ experience in the financial market field, including at least
three years in a directorship. Members of the statutory body of a financial holding company,
investment holding company or mixed financial holding company are professionally competent if
they are a natural person with expertise and experience in the financial field.

(11) The eligibility of shareholders controlling a financial holding company or mixed
financial holding company means their ability to ensure in the interest of financial market stability
the due and secure performance of the activities of regulated entities that are part of a consolidated
group controlled by the financial holding company, or part of a financial conglomerate controlled
by the mixed financial holding company.

(12) Narodna banka Slovenska shall implement and apply appropriate policies for
monitoring compliance with the conditions laid down in paragraphs 7 and 8 and shall adopt
appropriate measures to enable it to obtain the information needed to assess the compliance of
investment firms with their obligations.

(13) Once an investment firm meets the requirements mentioned in paragraph 6, Narodna
banka Slovenska shall issue the firm an authorisation to operate an MTF.

(14) Under the authorisation mentioned in paragraph 13, Narodna banka Slovenska may
authorise members of the management body to hold one additional non-executive directorship
than allowed in accordance with Section 71(7). Narodna banka Slovenska shall regularly inform
the European Securities and Markets Authority (‘ESMA”) of such authorisations.

Section 56

(1) Decisions on the issuance to a foreign investment firm of an authorisation to provide
investment services through its branch in the Slovak Republic shall be taken by Narodna banka
Slovenska. An application for a foreign investment firm’s authorisation to provide investment
services shall be submitted to Narodné banka Slovenska by the foreign investment firm.

(2) The granting of an authorisation under paragraph 1 is subject to the following
conditions being met:

(@) the finances provided by the foreign investment firm to its branch are, with regard to the scope
and riskiness of the branch’s business, sufficient in amount and have transparent provenance;

(b) the foreign investment firm is of good repute and its financial capacity is commensurate with
the branch’s scope of business;

(c) the persons nominated by the foreign investment firm to be responsible for the management
of its branch are professionally competent and of good repute, and the requirements under
Section 71 are met;

(d) any closely linked group that includes foreign investment firm is transparent;
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(€)
(f)
@)
(h)

(i)

@)

(k)

(1

the exercise of supervision is not impeded by the close links of the group mentioned in
subparagraph (d);

the exercise of supervision is not impeded by the national law, or the application of that law,
in the country in which the group mentioned in subparagraph (d) has close links;

the foreign investment firm seeking to operate through its branch in the Slovak Republic has
its principal place of business in the country where it has its registered office;

the laws of the country in which the foreign investment firm has its registered office require
compliance with conditions regarding the performance of activities and maintenance of
capital adequacy which are not lower that those stipulated for investment firms under this
Act;

the provision of services for which the foreign investment firm requests authorisation is
subject to authorisation and supervision in the non-Member State where the firm is
established, and Narodna banka Slovenska pays due regard to any recommendations by the
Financial Action Task Force (FATF) in the context of anti-money laundering and
countering the financing of terrorism;

the non-Member State where the foreign investment firm is established has signed an
agreement with the Slovak Republic, or this non-Member State and the Slovak Republic
are parties to a multilateral international agreement, which fully complies with the
standards laid down in Section 26 of the OECD Model Tax Convention on Income and on
Capital and ensures an effective exchange of information in tax matters;

Narodna banka Slovenska and the competent supervisory authorities of the non-Member
State where the foreign investment firm is established have concluded cooperation
agreements that include provisions regulating the exchange of information for the purpose
of preserving the integrity of the market and protecting investors;

the foreign investment firm contributes to the Investment Guarantee Fund under Section
80 or to a similar investor-compensation scheme established in another Member State in
accordance with legal acts of the European Union governing investor-compensation
schemes;

(m) the branch of the foreign investment firm will demonstrate its capacity to meet the

obligations under paragraph 14 and Sections 71, 71g to 71k, 71l, 71m, 71n, 71p, 73, 73b
to 73d, 73f to 73i, 73m, 730, 73p, 73u and 75, and under other legislation.>3

(3) In the authorisation application mentioned in paragraph 1, the foreign investment firm

shall provide the following information:

@)
(b)

(©)

(d)
(€)

the firm’s business name, registered office address, and legal form, and the location of the
firm’s branch in the territory of the Slovak Republic;

the material, personnel, and organisational requirements for performing activities under
paragraph 1 in the territory of the Slovak Republic, including specification of the firm’s
management board members, its significant shareholders, and its business strategy specifying
the investment services, investment activities and ancillary services which the firm intends to
provide or perform and the branch’s organisational structure including any important
operational activities outsourced to third parties;

the full names and permanent addresses of the manager and deputy manager of the branch of
the foreign investment firm, and information about their professional competence and places
of residence;

information about the initial capital at the disposal of the firm’s branch;

the name of the competent authority supervising the firm in its home Member State; if the
firm is supervised by more than one such authority, the firm shall provide information about
the division of supervisory powers between these authorities.
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(@)

(b)
(©)

(d)

)

(f)

9

(h)

(4) The following shall be annexed to an application under paragraph 1:
an authorisation to provide services in the field of securities in the latest complete wording
issued in accordance with applicable legislation of the country where the foreign investment
firm has its registered office;
audited financial statements for the past three years; if the foreign investment firm is a part of
a consolidated group, it shall include consolidated financial statements for the past three years;
information necessary for requesting the criminal record check certificates®® of the persons
specified in paragraph 2(c) and copies of the identity document and birth certificate of each
of these persons for the purpose of verifying their identities and the accuracy of the
information provided, or, if the person is a non-resident, an equivalent document, not older
than three months, issued by the competent authority in the person’s country of residence, the
person’s country of nationality, and all countries in which the person has resided for a period
of more than six months within the past five years; if any of these countries do not issue such
an equivalent document, the person may substitute it with a declaration of honour;
information necessary for requesting the applicant’s criminal record check certificate and
copies of the applicant’s identity document and birth certificate for the purpose of verifying
the applicant’s identity and the accuracy of the information provided, or, if the applicant is a
non-resident legal person, an equivalent document, not older than three months, issued by the
competent authority of the country in which it received its authorisation to provide investment
services; if that country does not issue such an equivalent document, the applicant may
substitute it with a declaration of honour;
a brief curriculum vitae and documentation of educational attainment and professional
experience of the persons nominated to be manager and deputy manager of the branch of the
foreign investment firm;
consent of a competent authority of the country where the foreign investment firm has its
registered office to the incorporation of a branch of the foreign investment firm in the Slovak
Republic, if such approval needs to be issued according to the law of the country where it has
its registered office;
an opinion of the supervisory authority of the country where the foreign investment firm has
its registered office as to the establishment of a branch in the Slovak Republic, as well as a
written commitment of the supervisory authority to give Narodna banka Slovenska timely
notification in writing about any changes in capital adequacy of the foreign investment firm
and other facts that could impair the ability of the foreign investment firm and its branch to
meet its liabilities;
draft rules of a multilateral trading facility if the foreign investment firm is to organise a
multilateral trading facility;
if the foreign investment firm will operate and organised trading facility, the draft rules of
that organised trading facility.

(5) Prior to commencing the performance of authorised activities, the branch of a foreign

investment firm shall demonstrate to Narodna banka Slovenska that in technical, organisational
and personnel terms it is prepared for carrying out the authorised activities. The branch of a
foreign investment firm may begin to perform activities stated in its authorisation to provide
investment services after being notified in writing by Narodn4 banka Slovenska that it has
fulfilled the condition laid down in the first sentence.
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(6) On the basis of its assessment of an application under paragraph 1 and the annexes
thereto, Narodna banka Slovenska shall issue its decision on the application within six months
after the submission of the complete application.

(7) Narodna banka Slovenska shall reject an application pursuant to paragraph 1 if the
applicant does not comply with any of the conditions specified in paragraph 2 and Narodna banka
Slovenska has not refrained from demanding information and documents as provided in paragraph
5. A reason for the rejection of an application pursuant to paragraph 1 may not be economic needs
of the market.

(8) A reason for rejection of an application may not be that the legal form of the foreign
investment firm does not correspond to the legal form of a joint stock company.

(9) The conditions set out in paragraphs 2 and 5 shall be met throughout the term of the
authorisation to provide investment services.

(10) Narodna banka Slovenska may issue a decree stipulating how compliance with the
conditions specified in paragraph 2 is to be demonstrated and such decree shall be published in the
Collection of Laws of the Slovak Republic.

(11) Persons nominated to be the manager or deputy manager of a branch of a foreign
investment firm are professionally competent if they have a university degree and at least three
years’ experience in the financial market field, or they have completed secondary education or
secondary vocational education and have at least ten years’ experience in the financial market
field, including at least three years in a directorship.

(12) For the purposes of reviewing and demonstrating facts concerning good repute under
paragraph 4(c) and (d) and Section 8(b), point one, the applicant and the person concerned shall
provide in writing to Narodna banka Slovenska the information®® necessary for requesting a
criminal record check certificate or criminal record transcript of the person concerned; the
provision and verification of that information, the verification of that person’s identity, and the
requesting, issuing and transmitting of the criminal record check certificate or criminal record
transcript are subject to other legislation,>¢ and for the purpose of the issuance of the criminal

record check certificate or criminal record transcript, Narodnd banka Slovenska shall forthwith

(134) Where a retail client or a professional client pursuant to Section 8a(2)(e) which is
established or situated in a Member state initiates at its own exclusive initiative the provision of
an investment service or activity by a foreign investment firm, the requirement for authorisation
under paragraph 1 does not apply to the provision of that service or activity by the foreign
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investment firm to that person including a relationship specifically relating to the provision of that
service or activity. Without prejudice to intragroup relationships, where a foreign investment firm,
including through an entity acting on its behalf or having close links with such foreign investment
firm or any other person acting on behalf of such entity, solicits clients or potential clients, it shall
not be deemed to be a service provided at the own exclusive initiative of the client. An initiative
by such client shall not entitle the foreign investment firm to market otherwise than through the
branch, where one is required in accordance with national law, new categories of investment
products or investment services to that client.

(145) Branches of foreign investment firms shall report to Narodna banka Slovenska the
following information on an annual basis:

(@) the scale and scope of the investment services and activities pursuant to Section 6(1) and
ancillary services pursuant to Section 6(2) provided or carried out by the branch;

(b) for firms providing the investment service referred to in Section 6(1)(c), their monthly
minimum, average and maximum exposure to EU counterparties;

(c) for firms providing one or both of the investment services referred to in Section 6(1)(f), the
total value of financial instruments originating from EU counterparties underwritten or placed
on a firm commitment basis over the previous 12 months;

(d) the turnover and the aggregated value of the assets corresponding to the investment services
and activities and ancillary services referred to in subparagraph (a);

(e) adetailed description of the investor protection arrangements available to the clients of the
branch, including the rights of those clients resulting from the Investment Guarantee Fund
established pursuant to Section 80 or from any other similar investor-compensation scheme
established in another Member State under the European Union’s legally binding act
governing investor-compensation schemes;

(f) their risk management policy and arrangements applied by the branch in the provision of
investment services and activities referred to in subparagraph (a);

(9) the governance arrangements, including key function holders for the activities of the branch;

(h) any other information considered by Narodna banka Slovenska to be necessary to enable due
exercise of supervision pursuant to Section 135.

Section 57

(1) An authorisation to provide investment services may not be granted if this would be at
variance with an international agreement binding upon the Slovak Republic.

(2) Where the European Commission (hereinafter ‘the Commission’) has come to the
view that investment firms established in a Member State do not operate in a non-Member State
under conditions comparable to those ensured for foreign investment firms established in that
non-Member State, and that the conditions of effective market access are not fulfilled, Narodna
banka Slovenska shall suspend proceedings on the issuance of an authorisation to provide
investment services, or proceedings on the prior approval mentioned in Section 70(1)(a), if the
issuance of such authorisation or prior approval would result in the investment firm becoming
a subsidiary of a parent undertaking based in that non-Member State. The proceedings
mentioned in the first sentence may be suspended for not longer than three months, unless the
Commission has decided to grant an extension.

(3) Narodna banka Slovenska shall notify the European Supervisory Authority (ESMA)
of each granted and withdrawn authorisation to perform investment services.
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(4) Upon request, Narodna banka Slovenska shall communicate the following

information to ESMA:

(a) all the authorisations for branches authorised in accordance with Section 56 and any
subsequent changes to such authorisations;

(b) the scale and scope of the investment services and activities carried out by a branch of a
foreign investment firm;

(c) the turnover and the total assets corresponding to the investment services and activities
referred to in subparagraph (b);

(d) the name of the foreign investment firm’s group to which an authorised branch belongs.

Section 58

(1) Narodna banka Slovenska shall consult with competent authority of supervision,
banking sector supervision or insurance sector supervision of the Member State granting an
authorisation under Section 55 to a legal person which is:

(@) a subsidiary of a legal or natural person specified in Section 65(1), or of a bank with its
registered office in the territory of a Member State;

(b) asubsidiary of a parent undertaking of a legal person specified in Section 65(1), or of a bank
with its registered office in the territory of a Member State;

(c) controlled by the same natural or legal persons that controls a foreign investment firm with its
registered office in a Member State or a foreign bank with its registered office in a Member
State, which is not a foreign investment firm;

(d) a subsidiary of a bank or insurance undertaking with its registered office in the territory of
a Member State;

(e) a subsidiary of a parent undertaking of a bank or insurance undertaking with its registered
office in the territory of a Member State;

(f) controlled by the same persons that control a bank or insurance undertaking with its registered
office in the territory of a Member State.

(2) The subject-matter of a consultation under paragraph 1 shall include, but is not limited
to, an assessment of whether shareholders of investment firm are eligible and whether the persons
mentioned in Section 55(2)(d) who work for an entity under paragraph 1 are professionally
competent and of good repute, and an assessment of whether the conditions under which such
entities conduct their activities are being observed. At the request of a supervisory authority,
banking supervisory authority or insurance supervisory authority, Narodna banka Slovenska is
required to provide the authority with the information required to assess whether the shareholders
of a foreign investment firm are eligible and whether persons working for a foreign investment
firm are professionally competent and of good repute, and with the information required to assess
whether the conditions under which entities subject to supervision by Narodna banka Slovenska
conduct their activities are being observed.

Section 59
(1) An authorisation to provide investment services is granted for an indefinite period and
may not be transferred to another legal or natural person, and does not pass on to a legal successor.

An authorisation to provide investment services shall be valid in all Member States and shall
allow an investment firm to provide the authorised activities in the territory of another Member
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State either through the establishment of a branch or the freedom to provide services in
accordance with Sections 63, 64 and 66.

(2) In addition to general information specified by another act,>* the decision granting an

authorisation to provide investment services shall state:

(@) business name and registered office of the investment firm or business name, registered office,
and location of a branch of a foreign investment firm;

(b) what investment services the investment firm or foreign investment firm may provide and in
relation to what financial instruments or derivatives it may provide them;

(c) name, permanent residence and personal identification number of members of the
management board and the supervisory board, or the manager of the branch of a foreign
investment firm.

(3) An authorisation to provide investment services shall contain at least one investment
service. An authorisation to provide investment services may also specify conditions that an
investment firm or a foreign investment firm shall comply with before beginning to perform, or
while performing any of the authorised activities. An authorisation to provide investment services
may restrict the performance of some investment services.

(4) At the request of an investment firm or a foreign investment firm, Narodna banka
Slovenska may change an authorisation to provide investment services by issuing a decision to
this effect. Narodnd banka Slovenska shall proceed, as appropriate, in accordance with the
provisions of Section 55 or Section 56 when assessing an application to change an authorisation
to provide investment services. Any changes in the authorisation to provide investment services
prompted merely by a change of the name or permanent residence, of persons already approved
pursuant to Section 70 as members of boards of an investment firm or a branch of a foreign
investment firm do not require further approval by Narodna banka Slovenska. The investment firm
or foreign investment firm, however, shall notify the change in writing to Narodna banka
Slovenska within 30 days from its being made.

(5) Investment firms or foreign investment firms shall file with a competent court an
application for registration in the Commercial Register of their authorised activities under an
authorisation to provide investment services, or a change thereto, within ten days after this
authorisation or change thereto enters into force. The obligation to file an application for such
registration in the Commercial Register does not apply where the authorisation to provide
investment services, or a change thereto, is no more than a prerequisite for the grant or change of
an authorisation under another act.’®

(6) An investment firm or foreign investment firm shall without undue delay notify
Narodna banka Slovenska of any change in the conditions on which basis its investment service
authorisation was issued where this could affect the ability of the investment firm or foreign
investment firm to perform activities within the scope of the authorisation, and in particular any
change in the facts referred to in Section 55(3) or in Section 56(3). In the case of changes for
which the prior approval of Narodna banka Slovenska is required, this obligation shall be
deemed fulfilled by the submission of the application for that prior approval. In the case of
changes relating to managers, there shall also be stated information that allows an assessment
of whether a new manager fulfils the conditions laid down in Section 55(2)(d).

Section 60
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(1) An authorisation to provide investment services ceases:

(@) for an investment firm, on the date it is dissolved for reasons other than withdrawal of an
authorisation to provide investment services;

(b) for an investment firm, on the day bankruptcy is declared on property of the investment firm
under another act;>

(c) for abranch of a foreign investment firm, on the day bankruptcy is declared on property of the
investment firm or on the day the authorisation was cancelled for reasons other than
withdrawal of the authorisation to provide investment services;

(d) for an investment firm or a branch of a foreign investment firm, on the day of returning the
authorisation; an authorisation can only be returned in writing within 30 days after the validity
date of the decision to issue the prior approval under Section 70(1)(e);

(e) if an investment firm or a foreign investment firm fail to file an application for registration y
in the Commercial Register pursuant to Section 59(5);

(f) on the date of the sale of an investment firm or a branch of a foreign investment firm;

(g) for a branch of a foreign investment firm, on the date when the foreign investment firm
discontinues its operations;

(h) where the investment firm or foreign investment firm has not paid the initial contribution
within the period specified in Section 85(1).

(2) An investment firm, a foreign investment firm, and a branch of a foreign investment
firm shall inform Narodna banka Slovenska in writing about the facts specified in paragraph 1(a)
to (e) and (g) within 30 days after they occur.

Section 61
Repealed as from 1 January 2010

Section 61a

(1) Investment firms, foreign investment firms authorised in accordance with Section
56, banks authorised in accordance with Section 79a(1), and foreign banks authorised to pursue
banking activities in the territory of the Slovak Republic®*through a branch and authorised in
accordance with Section 79a(1) may use independent financial agents and tied financial agents
for financial intermediation within the capital market sector in accordance with another act>®
only if that independent financial agent or tied financial agent is registered in the register of
financial agents, financial advisers, financial intermediaries from other Member States
operating in the insurance or reinsurance sector, and tied investment agents;>* likewise, foreign
dealers under Sections 65 and 67 and foreign banks pursuing their activity in the territory of the
Slovak Republic may use independent financial agents for financial intermediation within the
capital market sector in accordance with another act.>*

(2) Investment firms and banks authorised in accordance with Section 79a(1) may
appoint tied investment agents for the purposes of promoting the investment services and
ancillary services of the firm or bank, soliciting business or receiving orders from clients or
potential clients and transmitting them, placing financial instruments and providing advice
respect of such financial instruments, investment services and ancillary services offered by that
firm or bank in accordance with another act;**¢ they may only appoint tied investment agents
that are registered in the register of financial agents, financial advisers, financial intermediaries
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from other Member States operating in the insurance or reinsurance sector, and tied investment
agents,® or in an equivalent register maintained in another Member State.

(3) For the purposes of financial intermediation within the capital market sector and
other activities under paragraph 2, investment firms, foreign investment firms and banks
authorised in accordance with Section 79a(1), and foreign banks authorised in accordance with
Section 79a(1), may use only persons authorised to pursue such activities.

(4) Investment firms and banks authorised under Section 79a(1) shall ensure that tied
investment agents disclose the capacity in which they are acting and the investment firm or
bank which they are representing when contacting or before dealing with any client or potential
client.

(5) Investment firms and banks authorised under Section 79a(1) shall monitor the
activities of their tied investment agents so as to ensure that they continue to comply with
legislation of general application and with internal regulations when acting through tied agents.
Investment firms shall take adequate measures in order to avoid any negative impact that the
activities of the tied investment agent not covered by the scope of this Act could have on the
activities carried out by the tied agent on behalf of the investment firm.

(6) The provisions of paragraphs 2 to 5 apply to foreign investment firms under Sections
65 and 67 and to foreign banks operating in the territory of the Slovak Republic under another
act> provided that the law of their home Member State allows them to use tied investment
agents. Investment firms under Sections 65 and 67 and foreign banks operating in the territory
of the Slovak Republic under another act®? may use tied investment agents from another
Member State subject to the conditions laid down by the law of their home Member State.

(7) If a foreign investment firm uses a tied investment agent whose registered office or
place of establishment is situated in the Slovak Republic, this agent is deemed to be assimilated
to the branch of the foreign investment firm, where one is established, and shall in any event be
subject to the provisions of this Act relating to branches; for the purposes of this Act, ‘place of
establishment’ means the country in which the tied investment agent was granted his
authorisation or, if the agent has not been granted an authorisation, the country in which his
registered office is situated.

(8) If aforeign bank authorised to provide investment services wishes to use a tied
investment agent established in the Slovak Republic to provide investment services and/or
activities as well as ancillary services in accordance with this Act, it shall notify the competent
authority of its home Member State and provide it with the information referred to in Section
62(1).

(9) Unless Narodna banka Slovenska has reason to doubt the adequacy of the
organisational structure or the financial situation of a foreign bank, it shall within three months
of receiving all the information, communicate that information to the competent authority of
the host Member State designated as contact point in accordance with Section 135a(1) and
inform the foreign bank accordingly.
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(10) Where Narodna banka Slovenska refuses to communicate the information to the
competent authority of the host Member State, it shall give reasons for its refusal to the foreign
bank concerned within three months of receiving all the information.

(11) On receipt of a communication from the competent authority of the host Member
State, or failing such communication from the latter at the latest after two months from the date
of transmission of the communication by Narodna banka Slovenska, the tied investment agent
may commence business. Such tied investment agent is subject to the provisions of this Act
relating to branches of foreign investment firms whose registered office is in a Member State.

Section 62
Establishing branches abroad

(1) An investment firm wishing to establish a branch or to use tied investment agents within
the territory of another country shall notify Narodna banka Slovenska and provide it with the
following information:

(@) the country within the territory of which it plans to establish a branch or the country in which
it has not established a branch but plans to use tied investment agents established there;

(b) a programme of operations setting out, inter alia, the activities as well as the ancillary activities
to be provided;

(c) where established, the organisational structure of the branch and indicating whether the branch
intends to use tied investment agents and the identity of those tied investment agents;

(d) where tied investment agents are to be used in a country in which the investment firm has not
established a branch, a description of the intended use of the tied agents and an organisational
structure, including reporting lines, indicating how the agents fit into the organisational
structure of the investment firm;

(e) the address of the branch, and the addresses of the tied investment agents that the investment
firm intends to use, if any;

(f) the full names of those responsible for the for the management of the branch or of the tied
agents.

(2) On being granted an authorisation to establish a branch in another country, an
investment firm shall notify Narodna banka Slovenska without undue delay.

Section 63

(1) An investment firm may, within the scope of its authorisation to provide investment
services issued by Narodna banka Slovenska, provide investment services, ancillary services or
investment activities in another Member State on the basis of the freedom to provide services,
whether through a branch or without establishing a branch; the same applies to the provision of
investment services, ancillary services and investment activities by a bank, within the scope of
the investment services, ancillary services and investment activities stated in its banking
authorisation. A foreign investment firm may, within the scope of its authorisation to provide
investment services issued by the competent authority of the home Member State, provide
investment services, ancillary services or investment activities in the Slovak Republic on the
basis of the freedom to provide services, whether through a branch or without establishing a
branch; the same applies to the provision of investment services, ancillary services and
investment activities by a bank, within the scope of the investment services, ancillary services
and investment activities stated in its banking authorisation issued by its home Member State.
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Ancillary service may only be provided together with an investment service or investment
activity.

(2) For the purposes of this Act, the home Member State of an investment firm means:
() in the case of an investment firm whose registered office is in the Slovak Republic, the
Slovak Republic;
(b) in the case of a foreign investment firm that:
1. s a natural person, the Member State in which its head office is situated;
2. js a legal person, the Member State in which its registered office is situated;
3. has, under its national law, no registered office, the Member State in which its head
office is situated.

(3) For the purposes of this Act, the host Member State of an investment firm means the
Member State in which an investment firm has established a branch or provides investment
services and activities and ancillary services. For foreign investment firms from other Member
States, the Slovak Republic is the host Member State of the investment firm.

Section 64

(1) An investment firm that has decided to provide investment services, ancillary
services or investment activities in another Member State on the basis of the freedom to provide
services without establishing a branch, shall prior to providing any investment service or
activity for the first time or changing the range of investment services or investment activities
so provided, give Narodna banka Slovenska written notification of this intention.

(2) In the notification referred to in paragraph 1, the investment firm shall state:

(a) the Member State in whose territory it intends to operate;

(b) a programme of operations stating in particular the nature and range of the investment
services, investment activities and ancillary services which it intends to provide, and
information whether it intends to use tied investment agents in the territory of the Member
State in which it intends to provide services.

(3) Narodna banka Slovenska shall, at the request of the competent authority of the host
Member State and without undue delay, communicate the details of the tied investment agents
that the investment firm intends to use in that Member State.

(4) Within 30 days after receiving the information stated in the notification under
paragraph 1, Narodna banka Slovenska shall forward it to the competent authority of the host
Member State. The investment firm may not begin to provide investment services, ancillary
services or investment activities in the host Member State before the day when Narodna banka
Slovenska sends the notification mentioned in paragraph 1 to the competent authority of the
host Member State.

(5) In the event of any change in any of the information stated in the notification in
accordance with paragraph 2, the investment firm shall give written notice of that change to
Narodna banka Slovenska at least 30 days before implementing the change. Narodna banka
Slovenska shall without undue delay notify the competent authority of the host Member State
thereof.
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Section 65

(1) A foreign investment firm whose registered office is in a Member State may start to
provide investment services, ancillary services or investment activities in the territory of the
Slovak Republic through freedom to provide services without establishing any branch after the
day of sending the notification in the scope referred to in Section 64(2) by the competent
authority of its host Member State to Narodna banka Slovenska.

(2) If the notification mentioned in paragraph 1 states that the foreign investment firm
intends to use tied investment agents in the Slovak Republic, Narodna banka Slovenska shall
request the competent authority of the host Member State to provide it with details of these tied
investment agents and shall disclose this information.

Section 66

(1) Where an investment firm states in the notification mentioned in Section 62(1) that
it intends to establish a branch in the territory of a Member State, Narodna banka Slovenska
shall within three months after receiving the notification under Section 62(1), send this
notification and information on the conditions for client protection (Section 80) under this Act
to the competent authority of the host Member State, and inform the investment firm concerned
accordingly.

(2) If Nérodna banka Slovenska has reason to doubt the information stated in the
notification under Section 62(1) in regard to the organisational structure or the financial position
of the investment firm and to the authorised activities of the investment firm, it shall refuse to
send that notification to the competent authority of the host Member State and it shall give
reasons for its refusal to the investment firm concerned within the period mentioned in
paragraph 1.

(3) An investment firm may establish a branch and commence the provision of
investment services and activities in a host Member State on receipt of a notification from the
competent authority of the host Member State, or failing such communication at the latest after
two months from the date that the notification referred to in paragraph 1 was sent by Narodna
banka Slovenska.

(4) The supervision of the branch of an investment firm for the compliance of its
activities with the obligations laid down in Sections 73b to 73m, Sections 730 to 73t, and other
legislation® shall be exercised by the competent authority of the host Member State within the
scope stipulated by the laws of the host Member State. The investment firm shall provide the
competent authority of the host Member State with the access required to exercise supervision
over the branch arrangements and shall make any changes in the branch that the competent
authority requires for the purpose of enforcing the obligations laid down in Sections 73b to
73m, Sections 730 to 73t, and other legislation®f and the legal regulations of the host Member
State adopted pursuant thereto with respect to the investment services, ancillary services and
investment activities provided by the branch within its territory.

(5) In the event of any change in any of the information stated in the notification as per

Section 62(1), the investment firm shall give written notice of that change to Narodna banka
Slovenska at least 30 days before implementing the change. Narodna banka Slovenska shall
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without undue delay inform the competent authority of the host Member State of this change
as well as any changes in the conditions for client protection (Section 80) under this Act.

(6) Narodné banka Slovenska may, after informing the competent authority of the host
Member State, carry out on-site inspections in the branch of an investment firm established in
that Member State.

(7) Where the competent authority of a host Member State requests, for statistical
purposes required for the exercise of supervision, that an investment firm report on its activities
in the territory of that Member State, the investment firm shall comply accordingly.

Section 67

(1) A foreign investment firm may establish a branch and start to provide investment
services, ancillary services or investment activities in the territory of the Slovak Republic
without an authorisation referred to in Section 56 upon delivery of notification of Narodna
banka Slovenska or upon the lapse of a period of two months due to neglect to act after the
competent authority of the host Member State has sent the notification in the scope defined by
the legal regulations of such state to Narodna banka Slovenska.

(2) The branch of a foreign investment firm under paragraph 1 shall, when operating in
the territory of the Slovak Republic, be subject to the provisions of Sections 73b to 73m,
Sections 730 to 73t, and other legislation.>*" The supervision of the branch of a foreign
investment firm for compliance with these provisions shall be exercised by Narodna banka
Slovenska.

(3) Narodna banka Slovenska may require the branch of a foreign investment firm under
paragraph 1 to provide any information required for exercising supervision of its compliance
with the provisions mentioned in paragraph 3. Narodna banka Slovenska may not require of a
foreign investment firm under paragraph 1 the submission of information that it could not
require of an investment firm.

(4) Narodna banka Slovenska may, for statistical purposes, require a foreign investment
firm under paragraph 1 to report to it periodically on its activities in the territory of the Slovak
Republic.

Section 68

(1) Where Narodna banka Slovenska ascertains during the exercise of supervision that
a foreign investment firm operating in the territory of the Slovak Republic in accordance with
Section 65 or Section 67 is in breach of the obligations arising from this Act, and it is not within
its power to take action against this foreign investment firm, Narodnéa banka Slovenska shall
refer those findings to the competent authority of the home Member State.

(2) If, despite the measures taken by the competent authority of the home Member State
or because such measures prove inadequate, the investment firm persists in acting in a manner
that is clearly prejudicial to the interests of investors or the orderly functioning of markets in
the Slovak Republic, Narodna banka Slovenska, after informing the competent authority of the
home Member State, may take the measures are needed in order to protect investors and the
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proper functioning of the markets, which may include preventing this investment firm from
continuing its operation in the territory of the Slovak Republic. Besides the measures pursuant
to the first sentence, Narodna banka Slovenska shall be competent to refer the matter to the
European supervisory authority (ESMA).

(3) Where Narodna banka Slovenska ascertains that a foreign investment firm under
Section 65 or Section 67 is in breach of legal regulations in respect of the provision of
investment services, ancillary services or investment activities in the territory of the Slovak
Republic, it shall require the foreign investment firm to put an end to its irregular situation
within a stipulated period.

(4) If the foreign investment firm referred to in paragraph 3 fails to take the necessary
steps within the stipulated period, Narodna banka Slovenska shall take all appropriate measures
to ensure that the foreign investment firm concerned puts an end to its irregular situation.
Narodna banka Slovenska shall inform the competent authority of the home Member State of
the measures taken.

(5) If, despite the measures taken under paragraph 4, the foreign investment firm persists
in breaching the legal regulations, Narodna banka Slovenska may, after informing the
competent authority of the home Member State, take all the measures necessary to put an end
to its irregular situation, including measures required to prevent or terminate the operation of
the foreign investment firm in the territory of the Slovak Republic. The foreign investment firm
concerned shall implement the respective measures. Besides the measures pursuant to the first
sentence, Narodna banka Slovenska shall be competent to refer the matter to ESMA.

(6) Narodna banka Slovenska shall without undue delay inform the Commission and
ESMA of the measures taken under paragraphs 2 and 5.

(7) Where the competent authority of a host Member State notifies Narodna banka
Slovenska that an investment firm providing investment or ancillary services or performing
investment activities within the territory of that Member State is in breach of legal regulations,
Narodna banka Slovenska shall take the measures necessary to put an end to the irregular
situation.

(8) If an investment firm is providing investment or ancillary services or performing
investment activities in the territory of a host Member State while in breach of the legal
regulations of that Member State, it shall also implement or countenance measures imposed by
the competent authority of that Member State.

Section 69

(1) Néarodna banka Slovenska shall inform the Commission at its request of any
application for the issuance of an authorisation to provide investment services to an entity which
is the subsidiary of a foreign investment firm governed by the law of a non-Member State, or
whenever, in accordance with Section 70, it is informed that the parent undertaking governed
by the law of a non-Member State proposes to acquire a holding in an investment firm, in
consequence of which the latter would become its subsidiary.
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(2) Narodna banka Slovenska shall inform the Commission and the European
supervisory authority (ESMA) of general difficulties that an investment firm encounters in
establishing itself or in setting up a branch in any non-Member State and any facts which
prevent its proper operation in such countries.

(3) Narodna banka Slovenska shall inform the Commission, ESMA and the competent
authorities of other Member States that it is charged with carrying out the duties which
European Union legislation regulating markets in financial instruments imposes on supervisory
authorities and that it is the contact point for the exchange of information and cooperation in
the exercise of supervision related to the implementation of that legislation.

(4) Investment firms shall ensure the availability of at least one extra-judicial
mechanism for the settlement of client complaints>*9 and disputes concerning the provision of
investment services and shall ensure redress procedures for client complaints. Narodna banka
Slovenska shall inform ESMA of the availability of extra-judicial mechanisms for the
settlement of client complaints and disputes concerning the provision of investment services.

(5) Narodna banka Slovenska shall notify the Commission, ESMA, and the European
supervisory authority (EBA) that it is responsible for the performance of supervisory tasks
related to the prudential requirements of investment firms pursuant to this Act and other
legislation. 50

(6) Narodna banka Slovenska shall notify ESMA on an annual basis of the list of
branches of foreign investment firms pursuant to Section 56.

Section 70
Prior approval of Narodna banka Slovenska

(1) Prior approval of Narodna banka Slovenska shall be required to:

(@) acquire qualified participation in an investment firm or exceed qualified participation in an
investment firm so that the interest in share capital of the investment firm or voting rights
of the investment firm reaches or exceeds 20%, 30% or 50% or so that the investment firm
becomes a subsidiary in one or several operations directly, or by action in concert;* for the
calculation of such interests, the voting rights shall not be taken into account or such shares
which another investment firm, a foreign investment firm, a bank or a foreign bank maintain
as a result of underwriting or placing of financial instruments on a firm commitment basis
[Section 6(1)(f)], unless such rights are exercised or performed otherwise to interfere with
the management of the investment firm, and provided that they are transferred by another
investment firm, by the foreign investment firm, the bank or the foreign bank to a third party
within a year upon their acquisition;

(b) reduce share capital of an investment firm, except as a consequence of a loss;

(c) appoint persons nominated to be members of the management board of an investment firm,
manager of a branch of a foreign investment firm; if the activity of an investment firm is
performed by a bank or a foreign bank branch, such prior approval applies only to those
persons who would be in charge of the business of the investment firm;

(d) change the registered office of an investment firm;

(e) acquire, merge or divide an investment firm, including any merger of another legal person with
the investment firm, or to return the authorisation to provide investment services;

(f) sell an investment firm, a branch of an investment firm, or any part thereof;
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(9) repealed as from 1 December 2016.

(2) For prior approval to be issued by Narodna banka Slovenska, the conditions and
prerequisites specified in Section 55(2) and (3), shall be satisfied as appropriate. For prior approval
pursuant to paragraph 1(a), (e) and (f), to be issued, it shall be demonstrated that the funding of the
operation for which the prior approval is sought has a transparent and credible provenance in
accordance with another act,® is sufficient in amount, and has a suitable composition. Prior
approval under paragraph 1(a) may be issued only provided that it has not been proved that the
acquisition or exceeding of the interest by the transferee will adversely affect the ability of the
investment firm to further fulfil the obligations requested by this Act. The division, acquisition,
merger or division of an investment firm, including any merger of another legal person with an
investment firm, shall not be to the detriment of creditors of the investment firm.

(3) The provisions of paragraph 1(a), (b), (€) and (f), are without prejudice to the provisions
of another act.*

(4) An application for prior approval shall be made:

(@) under paragraph 1(a), by natural or legal persons which have decided to acquire or exceed
qualified participation in an investment firm, or a person which has decided to become the
parent undertaking of an investment firm;

(b) under paragraph 1(b), by an investment firm;

(c) under paragraph 1(c), by an investment firm, a branch of an investment firm, or a shareholder
of an investment firm;

(d) under paragraph 1(d), by an investment firm;

(e) under paragraph 1(e), by an investment firm and, if the approval is sought for a merger or
acquisition, by both an investment firm and a legal person by which the investment firm is to
be acquired or with which it is to merge;

(f) under paragraph 1(f), jointly by an investment firm or a foreign investment firm and the entity
that is acquiring the investment firm, a branch of the foreign investment firm, any part thereof;

(9) repealed as from 1 December 2016.

(5) The particulars of an application for prior approval pursuant to paragraph 1 shall be
stipulated by a decree to be issued by Narodna banka Slovenska and promulgated in the Collection
of Laws.

(6) Narodna banka Slovenska shall confirm the delivery of an application for prior
approval as per paragraph 1(a) in writing within two business days of the delivery of such
application to the transferee; the same applies also to any subsequent delivery of the particulars
of the application, which have not been delivered together with the application. Narodna banka
Slovenska may no later than on the 50" business day of the period for examination of
applications pursuant to paragraph 7 demand additional information in writing, which is
necessary to examine applications for prior approval pursuant to paragraph 1(a). For a period
from the date of sending a demand of Narodna banka Slovenska for additional information up
to delivery of an answer, proceedings on the prior approval shall be suspended, however,
maximum for 20 business days. If Narodna banka Slovenska demands additional information
or the specification of information, the period for decision on the prior approval shall not be
suspended. The period for the suspension of proceedings according to the third sentence may
be extended by Narodna banka Slovenska up to 30 business days, if the transferee has its
registered office or is governed by legal regulations of a non-Member State, or if the transferee
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iIs not an investment firm, asset management company, bank, insurance undertaking,
reinsurance undertaking or a similar institution from the Member State.

(7) Narodna banka Slovenska shall decide on an application for prior approval made
pursuant to paragraph 1(a), within 60 business days of a written confirmation of delivery of the
application for prior approval pursuant to paragraph 1(a), and upon delivery of all particulars
of the application. If Narodna banka Slovenska fails to decide in this period, it appears that the
prior approval has been issued. Narodna banka Slovenska shall inform the transferee of the date
when the period for the issuance of a decision lapses in confirmation of delivery pursuant to
paragraph 6. If Narodna banka Slovenska decides to reject the application for prior approval
under paragraph 1(a), they shall send this decision in writing to the transferee within two
business days of such decision, however, before the lapse of the period according to the first
sentence. Narodna banka Slovenska shall decide on the application for prior approval pursuant
to paragraph 1(c) within 15 business days of its delivery or additional information.

(8) If the acquisition referred to in paragraph 1(a) would result in an investment firm
becoming part of a consolidated group under Sections 138 to 141 which includes an investment
holding company, becoming part of a financial conglomerate under Sections 143a to 1430 which
includes a mixed financial holding company, or becoming part of a consolidated group under other
legislation®°c® which includes a financial holding company, the grant of prior approval by Narodna
banka Slovenska is also subject to demonstrating that the natural persons who are members of the
statutory body of the investment holding company, mixed financial holding company or financial
holding company are professionally competent and of good repute, and that that the shareholders
controlling the financial holding company or mixed financial holding company are eligible.

(9) When considering the fulfilment of conditions according to paragraph 2, Narodna
banka Slovenska shall consult the competent authorities of other Member States if the transferee
referred to in paragraph 1(a) is:

(@) a foreign bank, foreign investment firm or a foreign management company with an
authorisation granted in another Member State, an insurance undertaking from another
Member State, reinsurance undertaking from another Member State;

(b) a parent undertaking of entity as per subparagraph (a); or

(c) anatural person or legal person controlling an entity as per subparagraph (a).

(10) Narodna banka Slovenska shall consult the fulfilment of conditions for the
acquisition of holdings in a foreign investment firm according to legal regulations of the
Member States with the competent authorities of other Member States, if the transferee of any
holding in a foreign investment firm is a bank, insurance undertaking, reinsurance undertaking,
investment firm or a management company whose registered office is in the territory of the
Slovak Republic.

(11) The subject of consultation as per paragraphs 9 and 10 shall be timely disclosure
of relevant information or required information for examining of the fulfilment of conditions
for the acquisition of the relevant holdings in an investment firm or in a foreign investment
firm. Narodna banka Slovenska shall provide the competent authority of a Member State, on
its demand, with all required information, and at its own instance, with all relevant information.
Narodna banka Slovenska shall ask the competent authority of a Member State for all required
information.
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(12) A decision on the prior approval pursuant to paragraph 1(a) shall include views or
reservations reported to Narodnad banka Slovenska by the competent authority of another
Member State, to the supervision of which the transferee as per paragraph 1(a) is subject.

(13) In a decision on the prior approval referred to in paragraph 1(a), (b), (e) and (f)
Nérodné banka Slovenska shall specify a period by the lapse of which the prior approval shall
expire, unless an action is executed, for which the prior approval is granted. This period shall
not be shorter than three months and longer than one year of granting the prior approval, unless
a different period is set by Narodna banka Slovenska in the interest of protecting the investors.
If a natural person for whom Narodna banka Slovenska has granted the prior approval referred
to in paragraph 1(c) is not appointed or elected to the relevant function within six months of the
decision becoming valid, the prior approval shall expire.

Organisation and management of an investment firm

Section 71
Organisation and management of an investment firm

(1) The management board of an investment firm shall have at least two members. The
management board as a whole and the supervisory board as a whole shall possess adequate
collective knowledge, skills and experience to be able to understand the investment firm’s
activities, including the main risks.

(2) The members of an investment firm’s management board are responsible for the
firm’s risk management strategies and policies and for any changes thereto, for the preparation,
approval and implementation of the firm’s organisational structure, for the implementation of
and compliance with the firm’s governance arrangements, and for the performance of the
investment firm’s activities in accordance with its internal regulations.

(3) The members of an investment firm’s management board shall know about, manage
and review the performance of the firm’s authorised activities, ensure the safety and soundness
of the firm, adopt and periodically review the firm’s general principles of remuneration, and
manage and ensure the firm’s effective risk management system; for this purpose they shall
have access to information on the risks to which the investment firm is or may be exposed. For
the purposes of this Act, ‘safety and soundness’ of an investment firm means the performance
of activities in such a way that does not threaten the maintenance of the firm’s own funds with
respect to its requirements related to own funds, liquidity, limiting exposure, and the legitimate
interests of clients and other creditors.

(4) The members of the supervisory board of an investment firm shall know about and
review the performance of the firm’s authorised activities, the discharge of duties by the firm’s
management board, and the performance of the firm’s other activities.

(5) The members of the supervisory board of an investment firm shall check compliance
with the principles of remuneration adopted by the firm’s management board and review the
security and effectiveness of the risk management system.

(6) An investment firm shall establish adequate policies and procedures sufficient to ensure
compliance of the firm with its obligations under this Act and other legislation.®
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(7) The members of the statutory body and supervisory board of an investment firm shall
at all times perform their functions soundly, honestly and with independence of mind and shall
commit sufficient time to perform their functions; the fact that a member of the management board
or a member of the supervisory board of an investment firm is a shareholder in an associate>62%
does not in itself constitute an obstacle to independence. The number of directorships a member
of the management body can hold, in any legal person, at the same time shall take into account
individual circumstances and the nature, scale and complexity of the investment firm’s activities.
A member of the statutory body or supervisory board of an investment firm that is significant
in terms of its size, internal organisation and nature, the scale and complexity of its business
activity, may not simultaneously hold more than:

a) one executive directorship with two non-executive directorships;
b) four non-executive directorships.

(8) For the purposes of paragraph 7, ‘one directorship’ means:
a) one or more executive directorships or non-executive directorships in a legal person that is
an entrepreneur within the same group;
b) one or more executive directorships or non-executive directorships:
1. with a financial institution which is part of the same institutional protection scheme
under other legislation;>¢® or
2. with a legal person in which the investment firm holds a qualifying holding.

(9) Restrictions under paragraphs 7 and 8 for members of the investment firm’s statutory
body or supervisory board do not apply to their memberships in the statutory body and
supervisory board of a legal person which has not been established for business purposes.

(10) Restrictions under paragraphs 7 and 8 do not apply to members of the investment
firm’s statutory body or supervisory board representing the Slovak Republic or another Member
State.

(11) When selecting members of the management board, investment firms shall apply
rules laid down in other legislation.63e

(12) After disclosing information pursuant to other legislation,>®® investment firms shall
immediately send the disclosed information to Narodna banka Slovenska. Narodna banka
Slovenska shall uses this information to benchmark diversity policies with regard to the
selection of members of investment firms’ management boards.

(13) Narodna banka Slovenska shall forthwith communicate the information under
paragraph 12 to the European Supervisory Authority (EBA).

(14) In order to ensure effective and prudent management and to prevent conflicts of
interest, investment firms shall register and, at the request of Narodn4 banka Slovenska,
immediately provide information on loans provided to members of their management board,
members of their supervisory board, and to any persons closely associated with them; ‘closely
associated person’ means a spouse, a child or a parent of the member of the management board
or supervisory board, or a legal person in which the member of the management board or
supervisory board, or the spouse, child or parent of such member, has a qualifying holding or
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holds an executive managerial position or is a member of its statutory body or supervisory
board.

(15) Narodna banka Slovenska shall be entitled to verify whether members of the
management board or members of the supervisory board meet the requirements set out in
Section 8(b), Section 55(10) and Section 71, where it has reasonable grounds to suspect that the
investment firm is in breach of, breached or attempted to breach the provisions under other
legislation,>® or there is an elevated risk of breaching these provisions. Where a member of the
management board or a member of the supervisory board does not meet the requirements
referred to in the first sentence, Narodna banka Slovenska shall be entitled to order the
replacement of such member in accordance with Section 144(1)(u).

Section 71a
Algorithmic trading

(1) An investment firm that engages in algorithmic trading shall have in place:

(a) effective systems and risk controls suitable to the business it operates to ensure that its
trading systems are resilient and have sufficient capacity, are subject to appropriate trading
thresholds and limits and prevent the sending of erroneous orders or the systems otherwise
functioning in a way that may create or contribute to a disorderly market;

(b) effective systems and risk controls to ensure the trading systems cannot be used for any
purpose that is contrary to other legislation'%2 or to the rules of a trading venue to which
it is connected;

(c) effective business continuity arrangements to deal with any failure of its trading systems
and shall ensure its systems are fully tested and properly monitored to ensure that they meet
the requirements laid down in this paragraph.

(2) An investment firm that engages in algorithmic trading shall notify this to Narodna
banka Slovenska and the trading venue at which it engages in algorithmic trading as a member
or participant of the trading venue.

(3) Narodna banka Slovenska may require an investment firm to provide, on a regular
or ad-hoc basis, a description of the nature of its algorithmic trading strategies, details of the
trading parameters or limits to which the system is subject, the key compliance and risk controls
that it has in place to ensure the conditions laid down in paragraph 1 are satisfied and details of
the testing of its systems. Narodnd banka Slovenska may, at any time, request further
information from the investment firm on its algorithmic trading and the systems used for that
trading.

(4) Narodna banka Slovenska shall, at the request of a competent authority of a trading
venue at which an investment firm engages in algorithmic trading as a member or participant
of the trading venue and without undue delay, communicate the information referred to in
paragraph 3 that it receives from the investment firm that engages in algorithmic trading.

(5) An investment firm that engages in algorithmic trading to pursue a market making

strategy shall, taking into account the liquidity, scale and nature of the specific market and the
characteristics of the financial instrument traded:
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(a) carry out this market making continuously during a specified proportion of the trading
venue’s trading hours, except under exceptional circumstances, with the result of providing
liquidity on a regular and predictable basis to the trading venue;

(b) enter into a binding written agreement with the trading venue which shall at least specify
the obligations of the investment firm in accordance with subparagraph (a);

(c) have in place effective systems and controls to ensure that it fulfils its obligations under
the agreement referred to in subparagraph (b) at all times.

(6) For the purposes of this paragraph and of Section 75(9) to (11) of other
legislation,®%®2 an investment firm that engages in algorithmic trading shall be considered to be
pursuing a market making strategy when, as a member or participant of one or more trading
venues, its strategy, when dealing on own account, involves posting firm, simultaneous two-
way quotes of comparable size and at competitive prices relating to one or more financial
instruments on a single trading venue or across different trading venues, with the result of
providing liquidity on a regular and frequent basis to the overall market.

(7) An investment firm that provides direct electronic access to a trading venue shall
have in place effective systems and controls which ensure a proper assessment and review of
the suitability of clients using the service, that clients using the service are prevented from
exceeding appropriate pre-set trading and credit thresholds, that trading by clients using the
service is properly monitored and that appropriate risk controls prevent trading that may create
risks to the investment firm itself or that could create or contribute to a disorderly market or
could be contrary to other legislation'* or the rules of the trading venue. Direct electronic
access without such controls is prohibited.

(8) An investment firm that provides direct electronic access shall be responsible for
ensuring that clients using that service comply with the requirements of this Act, of other
legislation®®® and the rules of the trading venue. The investment firm shall monitor the
transactions in order to identify infringements of those rules, disorderly trading conditions or
conduct that may involve market abuse and that is to be reported to Narodna banka Slovenska.
The investment firm shall ensure that there is a binding written agreement between the
investment firm and the client regarding the essential rights and obligations arising from the
provision of the service and that under the agreement the investment firm retains responsibility
under this Act and under other legislation.>62®

(9) An investment firm that provides direct electronic access to a trading venue shall
notify Narodné banka Slovenska and the competent authority of the trading venue at which the
investment firm provides direct electronic access accordingly.

(10) Néarodna banka Slovenska may require an investment firm to provide, on a regular
or ad-hoc basis, a description of the systems and controls referred to in paragraph 7 and
evidence that those have been applied.

(11) Narodna banka Slovenska shall, at the request of a competent authority of a trading
venue in relation to which an investment firm provides direct electronic access, communicate
without undue delay the information referred to in paragraph 10 that it receives from the
investment firm.
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(12) An investment firm that acts as a general clearing member for other persons shall
have in place effective systems and controls to ensure clearing services are only applied to
persons who are suitable and meet clear criteria and that appropriate requirements are imposed
on those persons to reduce risks to the investment firm and to the market. The investment firm
shall ensure that there is a binding written agreement between the investment firm and the
person regarding the essential rights and obligations arising from the provision of that service.

(13) When engaging in algorithmic trading as a member or participant of a regulated
market or an MTF, entities referred to in Section 54(3)(g) and (i), insurance undertakings,
reinsurance undertakings, asset management companies and funds and their depositories,
pension fund management companies and their depositories, and supplementary pension
management companies and their depositories shall proceed mutatis mutandis in accordance
with this Section and with Section 75(11).

Section 71b

(1) Investment firms which are subject to other legislation®d shall apply the
requirements of Section 71(2), (3), (6) and (7), Section 71c, Section 71d, Section 71da, Section
71db, Section 71dd, Section 71de, and Section 77(1), (2) and (9) on an individual basis.

(2) Investment firms which are subject to other legislation®%® shall apply the
requirements of Section 71(2), (3), (6) and (7), Section 71c, Section 71d, Section 71da, Section
71db, Section 71dd, Section 71de, and Section 77(1), (2) and (9) on an individual and
consolidated basis; this does not apply where the investment firm is a subsidiary established in
a non-Member State and where the EU parent undertaking demonstrates that this provision is
unlawful under the laws of that country.

Section 71c
Risk management

(¢D) Investment firms shall establish a risk management committee composed of
members of the management body who do not perform any executive function in the investment
firm concerned; this does not apply to investment firms where the average value of their on-
and off-balance sheet assets does not exceed EUR 100,000,000 over the four-year period
immediately preceding the given financial year. Members of the risk management committee
shall have appropriate knowledge, skills and expertise to fully understand and monitor the risk
management strategy and the risk appetite of the investment firm. The risk management
committee shall advise the management body on the risk management strategy and assist the
management body in overseeing the implementation of that strategy. The risk management
committee and the supervisory board shall have access to information on the risks to which the
investment firm is or may be exposed.

(2) Investment firms shall have robust strategies, policies, processes and systems for the
identification, measurement, management and monitoring of the following:
(a) material sources and effects of risk to clients and any material impact on own funds, taking
into account national law governing segregation applicable to client money;
(b) material sources and effects of risk to market and any material impact on own funds;
(c) material sources and effects of risk to the investment firm, in particular those which can
deplete the level of own funds available; these shall include, if relevant, material changes
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in the book value of assets, including any claims on tied agents, the failure of clients or
counterparties, positions in financial instruments, foreign currencies and commodities, and
obligations to pension schemes;

(d) liquidity risk over an appropriate set of time horizons, including intra-day, so as to ensure
that the investment firm maintains adequate levels of liquid resources, including in respect
of addressing material sources of risks under subparagraphs (a), (b) and (c).

(3) The strategies, policies, processes and systems referred to in paragraph 2 shall be
proportionate to the complexity, risk profile, and scope of operation of the investment firm and
risk tolerance set by the management board, and shall reflect the investment firm’s importance
in each Member State in which it provides investment services or performs investment
activities.

(4) Indemnity insurance for the provision of investment services or activities or ancillary
services shall be considered a risk management tool for the purposes referred to in paragraph
2(a).

(5) Investment firms shall give due consideration to any material impact on own funds
where such risks are not appropriately captured by the own funds requirements calculated under
other legislation,56ac

(6) Small and non-interconnected investment firms shall apply the requirements of
paragraph 2(a), (c) and (d).

Section 71d

(1) Investment firms shall include in their articles of association a clear organisational
structure with well-defined, transparent and consistent lines of responsibility between
individual bodies and their members. Investment firms shall, in accordance with this Act,
include in their articles of association the remuneration principles which are taken into account
in the investment firm’s risk management system, support that system, and comply with the
principle of equal treatment set out in another act,%®¢ as well as regulate activities of the
investment firm’s remuneration committee, where established, or activities of the person
responsible for the investment firm’s remuneration system and activities of the risk
management committee, where established, or activities of the audit committee under other
legislation, %3 where it carries out risk management.

(2) Senior management and, where so stipulated in the articles of association, the
supervisory board, shall assess, periodically review, and approve the effectiveness of the
strategies, arrangements and processes put in place to manage, monitor and mitigate the risks
to which the investment firm is or may be exposed, including those posed by the
macroeconomic environment in which it operates and the business cycle. Senior management
and, where so stipulated in the articles of association, the supervisory board shall adopt and
periodically review the remuneration principles. Investment firms shall submit to Narodna
banka Slovenska a report on the review for compliance with the remuneration principles by 30
June of the year following the calendar year for which the report is drawn up.

(3) Investment firms shall establish adequate methods and processes to ensure
compliance of the investment firm, including its managers, employees and tied investment
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agents, with the provisions of this Act as well as with the rules governing personal transactions
by such persons. Investment firms shall put in place sound administrative and accounting
procedures, internal control mechanisms, effective risk assessment procedures, and effective
control and safeguard arrangements for information processing systems.

(4) The requirements set out in paragraphs 1 to 3 shall be appropriate and proportionate
to the nature, scale and complexity of the risks associated with the business model and the
investment firm’s activities.

Section 71da
Remuneration principles in investment firms

(1) Investment firms shall apply the following renumeration principles:

(a) the remuneration policy is clearly documented and proportionate to the size, internal
organisation and nature, as well as to the scope and complexity of the activities of the
investment firm;

(b) the remuneration policy is a gender-neutral remuneration policy;

(c) the remuneration policy is consistent with and promotes sound and effective risk
management;

(d) the remuneration policy is in line with the business strategy and objectives of the
investment firm, and also takes into account long term effects of the investment decisions
taken;

(e) the remuneration policy contains measures to avoid conflicts of interest, encourages
responsible business conduct and promotes risk awareness and prudent risk taking;

(F) the investment firm’s supervisory board adopts and periodically reviews the remuneration
policy and has overall responsibility for its preparation, approval and implementation;

(g) the implementation of the remuneration policy is subject to a central and independent
review by internal control functions at least annually;

(h) staff engaged in control functions are independent from the business units they oversee,
have appropriate authority, and are remunerated in accordance with the achievement of the
objectives linked to their functions, regardless of the performance of the investment firm’s
business areas they control;

(i) the remuneration of senior managers in the risk management and compliance functions is
overseen by the remuneration committee referred to in Section 71dd, where established, or
by the supervisory board,;

(J) investment firms shall apply:

1. a guaranteed fixed remuneration component, specifically:
la. a basic remuneration component for employees;
1b.a fixed remuneration component for members of their statutory body or
supervisory board;
2. a variable remuneration component;

(k) the guaranteed fixed component represents a sufficiently high proportion of the total
remuneration so as to enable the operation of a fully flexible policy on variable
remuneration components, including the possibility of paying no variable remuneration
component.

(2) Investment firms shall apply the renumeration principles referred to in paragraph 1
to:
(a) all members of the statutory body;
(b) all members of the supervisory board;
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(c) senior management;

(d) risk takers;

(e) staff engaged in control functions;

(f) any employees not referred in subparagraphs (a) to (e) receiving overall remuneration equal
to at least the lowest remuneration received by the employees referred to in subparagraphs
(c) or (d), whose professional activities have a material impact on the risk profile of the
investment firm pursuant to other legislation®®% or of the assets that it manages.

(3) Investment firms shall set the appropriate ratios between the variable and the fixed
component of the total remuneration of employees in their remuneration policies, taking into
account the business strategy of the investment firm and associated risks, as well as the impact
that different categories of staff referred to in paragraph 2 have on the risk profile of the
investment firm.

(4) Investment firms shall apply the remuneration principles referred to in paragraph 1
in @ manner that is appropriate to their size and internal organisation and to the nature, scope
and complexity of their activities.

(5) Where an investment firm benefits from any public support measure aimed at
mitigating the impacts of the global financial crisis:

(a) the members of the statutory body and members of the supervisory board shall not be
awarded any variable remuneration for the period under review;

(b) where the variable component of the total remuneration of the person referred to in
paragraph 2(c) to (f) would be inconsistent with the investment firm’s business strategy, its
interests and its exit from the public support measure, variable remuneration shall be
limited to a portion of net revenue

Section 71db
Variable remuneration

(1) Any variable remuneration awarded and paid by an investment firm to categories of
staff referred to in Section 71da(2) shall, in addition to the principles referred to in Section
71da(1), be subject to the principles set out in paragraphs 2 to 14.

(2) Where variable remuneration is performance related, the total amount of variable
remuneration shall be based on a combination of the assessment of the performance of the
person referred to in Section 71da(2), of the business unit concerned and of the overall results
of the investment firm; when assessing the performance of the person referred to in Section
71da(2), both financial and non-financial criteria shall be taken into account.

(3) The assessment of the performance shall be based on a multi-year period, taking into
account the business cycle of the investment firm and the risks directly associated with its
business activities.

(4) The allocation of the variable remuneration components shall not affect the
investment firm’s ability to meet the requirements set out in Section 74.

(5) Where an investment firm meets the requirements set out in Section 74, a person
under Section 71da(2) who is being trained for independent work may be, in exceptional cases,
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awarded variable remuneration in a guaranteed amount over a period of up to one year from the
conclusion of an employment contract with the investment firm.

(6) Contractual severance payments to a person under Section 71da(2) relating to early
termination of their employment relationship or another similar relationship reflect
performance achieved over time by the person and shall not reward failure or misconduct.

(7) Compensation payable to a person under Section 71da(2) in connection with
previous employment are aligned with the long-term interests of the investment firm.

(8) The measurement of performance used as a basis to calculate variable remuneration
takes into account all types of current and future risks and the cost of the capital and liquidity
required in accordance with other legislation.%6

(9) The allocation of the variable remuneration components within the investment firm
takes into account all types of current and future risks.

(10) At least 50% of the variable remuneration that does not constitute remuneration for
the work performed pursuant to the Labour Code consists of any of the following instruments:
(a) shares or equivalent ownership interests;

(b) shares or equivalent non-cash instruments;

(c) instruments pursuant to other legislation®®® or other instruments which can be fully
converted to Common Equity Tier 1 instruments or written down, provided that they
adequately reflect the credit quality of the investment firm as a going concern;

(d) non-cash instruments which reflect the instruments of the portfolios managed.

(11) Where an investment firm does not issue any of the instruments referred to in
paragraph 10, Narodna banka Slovenska may approve the use of alternative arrangements
fulfilling the same objectives.

(12) Investment firms shall defer at least 40% of the variable remuneration payable to a
person under Section 71da(2) over a three- to five-year period from the determination of the
expected variable remuneration as appropriate, depending on the business cycle of the
investment firm, the nature of its business, its risks and the activities of the person referred to
in Section 71da(2), except in the case of variable remuneration of a particularly high amount
where the proportion of the variable remuneration deferred is at least 60%. The deferral of the
variable remuneration shall vest no faster than on a pro-rata basis.

(13) Investment firms shall adopt measures that would allow them to revoke entitlement
to the variable remuneration component or part thereof and request the variable remuneration
component or part thereof already paid to be returned where the financial position of the
investment firm worsens significantly or is negative; this shall be without prejudice to the
provisions of the Labour Code pertaining to wages, wage arrangements, and wage deductions.
The criteria for the use of the measures referred to in the first sentence shall also be applied
where a person under Section 71da(2) participated in or was responsible for conduct which
resulted in significant losses for the investment firm and is no longer considered professionally
competent and of good repute.

(14) As part of their remuneration policy, investment firms shall determine criteria for
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discretionary pension benefits that are in line with the business strategy, objectives, values and
long-term interests of the investment firm. Where an investment firm provides discretionary
pension benefits and a person under Section 71da(2) terminates the employment relationship or
another similar relationship with the investment firm before retirement age, discretionary
pension benefits shall be held by the investment firm for a period of five years in the form of
instruments referred to in paragraph 10. Where an investment firm provides discretionary
pension benefits and a person under Section 71da(2) reaches retirement age and retires,
discretionary pension benefits shall be paid to the person in the form of instruments referred to
in paragraph 10, subject to a five-year retention period.

(15) Persons referred to in Section 71da(2) shall not use personal hedging strategies or
remuneration and liability-related insurances to undermine the payment of their variable
remuneration.

(16) Variable remuneration shall not be paid through financial vehicles or methods that
facilitate non-compliance with this Act or with other legislation. 5’

(17) The securities and other financial instruments referred to in paragraph 10 shall be,
in accordance with the investment firm’s remuneration policy, subject to an appropriate
retention policy designed to align the incentives of the person referred to in Section 71da(2)
with the long-term strategy of the investment firm.

(18) Provisions of paragraphs 10 and 12 and of the second sentence of paragraph 14 do
not apply to:

(d) an investment firm, where the value of its on and off-balance sheet assets is on average
equal to or less than EUR 100,000,000 over the four-year period immediately preceding
the given financial year;

(b) an individual whose annual variable remuneration does not exceed EUR 50,000 and does
not represent more than one fourth of that individual’s total annual remuneration.

Section 71dd
Remuneration committee

(1) Investment firms shall establish a remuneration committee or designate a person
responsible for remuneration; this does not apply to investment firms whose average value of
on and off-balance sheet assets does not exceed EUR 100,000,000 over the four-year period
immediately preceding the given financial year. That remuneration committee shall be gender
balanced. The remuneration committee shall:

(a) exercise competent and independent judgement on remuneration principles and the effect
they have on managing risk, capital and liquidity;

(b) be responsible for the preparation of decisions regarding remuneration, including decisions
which have implications for the risk and risk management of the investment firm concerned
and which are to be taken by the management body; and

(c) take into account the public interest and the long-term interests of shareholders, investors
and other stakeholders in the investment firm when preparing the decisions referred to in
subparagraph (b).

(2) The Chair and the members of the remuneration committee shall be members of the
management board who do not perform any executive function in the investment firm
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concerned.
(3) The remuneration committee may be established at group level.
Section 71de

(1) Investment firms shall, by 30 June, provide Narodna banka Slovenska in writing
with information on the number of natural persons per investment firm that are remunerated
EUR 1,000,000 or more per given accounting period, in pay brackets of EUR 1,000,000,
including information on their job responsibilities, the business area involved and the main
elements of salary, bonus, long-term award and pension contributions. Where the accounting
period is a financial year rather than a calendar year, the notification period according to the
previous sentence shall be extended by the period of time between the end of the calendar year
and the end of the financial year.

(2) Where requested by Narodna banka Slovenska, investment firms shall provide the
total remuneration figures for each member of the management board or senior management.

(3) In exercising supervision, Narodna banka Slovenska shall use the information
disclosed pursuant to Section 74b(1) and other legislation®® as well as the information on the
gender pay gap and use that information to benchmark remuneration trends and practices.

(4) Narodna banka Slovenska shall forward the information referred to in paragraphs 1
to 3 and the information disclosed pursuant to Section 74b(1) to the European supervisory
authority (EBA).

Section 71df

(1) Investment firms shall, in their articles of association, assign and regulate powers and
responsibilities for the preparation, implementation and updating of a recovery plan for the firm
(hereinafter a ‘recovery plan’) in accordance with paragraph 2.

(2) Investment firms not subject to supervision on a consolidated basis and investment
firms constituting a significant share of the financial system of the Slovak Republic shall draw
up, update on a regular basis, and adhere to a recovery plan as part of their governance system.
An investment firm is considered to constitute a significant share of the financial system of the
Slovak Republic if:

(@) the total value of its assets exceeds EUR 30,000,000,000; or
(b) the ratio of its total assets over the GDP of the Slovak Republic exceeds 20%, unless the total
value of its assets is below EUR 5,000,000,000.

(3) A recovery plan shall include the following information:

(@ asummary of the key elements of the plan and a summary of overall recovery capacity; for
the purposes of this Act, ‘recovery capacity’ means the capability of an investment firm to
restore its financial position following a significant deterioration;

(b) asummary of the material changes to the investment firm that have occurred since the most
recent resolution plan was submitted to Narodna banka Slovenska;

(c) acommunication and disclosure plan outlining how the investment firm intends to manage
any potentially negative market reactions;
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a range of capital and liquidity actions required to maintain or restore the viability and
financial position of the investment firm;
an estimation of the timeframe for executing each material aspect of the plan;
a detailed description of any material impediment to the effective and timely execution of the
plan, including consideration of impact on the rest of the group, clients and counterparties; for
the purposes of Sections 71dfto 71dl, ‘group’ means a parent undertaking and its subsidiaries;
identification of the investment firm’s critical functions;
a detailed description of the processes for determining the value and marketability of the core
business lines, operations and assets of the investment firm;
a detailed description of how recovery planning is integrated into the corporate governance
structure of the investment firm as well as the policies and procedures governing the approval
of the recovery plan and identification of the persons in the firm responsible for preparing and
implementing the plan;
arrangements and measures to conserve or restore the investment firm’s own funds;
arrangements and measures to ensure that the investment firm has adequate access to
contingency funding sources to ensure that it can carry out its operations, and meet its
obligations as they fall due, including an assessment of:

1. potential liquidity sources;

2. available collateral;

3. the possibility to transfer liquidity across group entities and business lines;
arrangements and measures to reduce risk and leverage;
arrangements and measures to restructure liabilities;
arrangements and measures to restructure business lines;
arrangements and measures necessary to maintain continuous access to financial markets
infrastructures;
arrangements and measures necessary to maintain the continuous functioning of the
investment firm’s operational processes, including infrastructure and IT services;
preparatory arrangements to facilitate the sale of assets or business lines in a timeframe
appropriate for the restoration of the investment firm’s financial soundness;
other management actions or strategies to restore financial soundness and the anticipated
financial effect of those actions or strategies;
preparatory measures that the investment firm has taken or plans to take in order to facilitate
the implementation of the recovery plan, including those necessary to enable the timely
recapitalisation of the firm;
a framework of indicators which identifies the points at which appropriate actions referred to
in the plan may be taken by the investment firm; the indicators may be of a qualitative or
quantitative nature relating to the investment firm’s financial position and shall be capable of
being monitored easily by the investment firm;
the measures available to the investment firm if the conditions under Section 144(24) are met;
an analysis of how and when the investment firm may apply, in the conditions addressed by
the plan, for the use of central bank facilities, and identification of those assets which would
be expected to qualify as collateral.

(4) Investment firms shall monitor the indicators referred to in paragraph 3(t) on a

regular basis. The statutory body of an investment firm may, where it considers appropriate,
decide to:

(a)
(b)

take action under the recovery plan even if the relevant indicator has not been met;
refrain from taking an action under the recovery plan even if the relevant indicator has been
met.
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(5) Decisions taken under paragraph 4 and their reasoning shall be notified by the
investment firm to Narodna banka Slovenska without undue delay.

(6) Recovery plans shall not assume any access to or receipt of extraordinary public
financial support.

(7) Recovery plans shall include appropriate procedures to ensure the timely
implementation of recovery actions and shall specify all the recovery options available to the
investment firm. Recovery plans shall contemplate an as wide as possible range of scenarios of
macroeconomic and financial stress relevant to the investment firm’s investment services and
activities and ancillary activities, including system-wide events and stress specific to individual
legal persons and to groups of legal persons.

(8) Recovery plans are subject to approval by the investment firm’s statutory body, and,
after being approved, are to be submitted by the investment firm to Narodna banka Slovenska.

(9) Investment firms shall update their recovery plans at least annually or after a change
to the firm’s legal or organisational structure, its business or its financial situation, which could
have a material effect on the recovery plan; in updating their recovery plans, investment firms
shall proceed in accordance with paragraph 8. Narodna banka Slovenska may require
investment firms to update their recovery plans more frequently than once a year.

Section 71dg

(1) Investment firms shall submit their recovery plans to Narodna banka Slovenska for
review within five working days after the plan was approved in accordance with Section
71d1(8). Narodna banka Slovenska shall assess whether:

(@) the plan contains all the elements mentioned in Section 71df(3) and (7);

(b) the implementation of the arrangements proposed in the plan is reasonably likely to maintain
or restore the viability and financial position of the investment firm or of the group, taking
into account the preparatory measures that the investment firm has taken or is planning to take
to facilitate implementation of the plan;

(c) the plan is reasonably likely to be implemented quickly and effectively in situations of
financial stress and avoiding to the maximum extent possible any significant adverse effect
on the financial system, including in scenarios which would lead other banks and investment
firms to implement recovery plans within the same period.

(2) When assessing recovery plans, Narodnd banka Slovenska shall take into consideration
the appropriateness of the investment firm’s capital and funding structure to the level of complexity
of the firm’s organisational structure and risk profile.

(3) Narodna banka Slovenska shall deliver its opinion on the recovery plan within six
months of the plan’s submission under paragraph 1. If the investment firm has a significant branch
established in another Member State and the recovery plan includes arrangements related to that
branch, Néarodna banka Slovenska shall deliver its opinion on the plan after consulting the
competent supervisory authority of that Member State.
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(4) Within five working days of a recovery plan’s submission under Section 71df(8),
Narodna banka Slovenska shall provide the recovery plan to the Resolution Council, which may
examine it. If the Resolution Council identifies any actions in the recovery plan which may
adversely impact the resolvability of the investment firm, it shall notify Narodna banka Slovenska
of this fact. Such notification of the Resolution Council is recommendatory in character.

(5) If Narodna banka Slovenska finds that an investment firm’s recovery plan does not
meet the requirements laid down in paragraph 1, it shall notify the firm of this fact and shall request
the firm to give its opinion on the plan’s deficiencies within a time limit set by Narodna banka
Slovenska; after receiving the investment firm’s opinion, Narodna banka Slovenska shall require
the firm to remove the deficiencies within two months. Narodna banka Slovenska may, at the
investment firm’s request, extend the time limit mentioned in the previous sentence by one month.

(6) If an investment firm fails to remedy the deficiencies mentioned in paragraph 5,
Narodna banka Slovenska may require the firm to make specific changes to the recovery plan.

(7) If the investment firm fails to submit the recovery plan within the timeframe under
paragraph 5, or, after receiving the notification under paragraph 6, submits a recovery plan that
still does not meet the requirements laid down in paragraph 1, Narodna banka Slovenska shall
require the investment firm to propose within a specified timeframe changes the firm can make
to its business in order to address the deficiencies in the recovery plan.

(8) If the investment firm fails within the specified timeframe to propose the changes
referred to in paragraph 7, or if Narodna banka Slovenska assesses that the actions proposed by
the firm would not adequately address the deficiencies in the recovery plan, Narodna banka
Slovenska may impose measures under Section 144 and direct the firm to:

(@ reduce its risk profile, including liquidity risk;

(b) enable timely recapitalisation measures;

(c) modify its strategy and structure;

(d) modify its funding strategy so as to improve the resilience of its core business lines and critical
functions; for the purpose of this Act, ‘core business lines’ means business lines and
associated services which represent material sources of revenue, profit or intellectual property
value for the investment firm or its group, and ‘critical functions’ means activities, services or
operations the discontinuance of which is likely in one or more Member States, to lead to the
disruption of services that are essential to the real economy or to disrupt financial stability due
to the size, market share, external and internal interconnectedness, complexity or cross-border
activities of the investment firm or its group, with particular regard to the substitutability of
those activities, services or operations;

(e) modify its governance structure.

(9) The imposition of measures and obligations under paragraph 8 is subject to the
provisions of other legislation.?

Section 71dh
(1) Where an investment firm is an EU parent undertaking, %2 it shall draw up and submit

to Narodna banka Slovenska a recovery plan for the group (hereinafter the ‘group recovery plan’).
The group recovery plan shall be approved by the investment firm’s statutory body. The
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investment firm shall submit the recovery plan to Narodna banka Slovenska for assessment within
the timeframe under Section 71dg(1).

(2) Narodna banka Slovenska shall transmit the group recovery plans to the following
institutions:

(@ where the investment firm is established in another Member State, that country’s competent
supervisory authority which exercises supervision over the firm, and the competent resolution
college;

(b) where the investment firm has a significant branch in another Member State, insofar as the
recovery plan is relevant to the branch, that country’s competent supervisory authority;

(c) the Resolution Council;

(d) the competent resolution authorities of subsidiaries under other legislation. 56

(3) The group recovery plan of an EU parent undertaking shall identify measures to be
implemented by the parent undertaking its subsidiaries. The group recovery plan shall aim to
achieve the stabilisation of the group as a whole, or any institution of the group, when it is in a
situation of stress so as to address or remove the causes of the distress and restore the financial
position of the group or the institution in question, at the same time taking into account the financial
position of other group entities. The group recovery plan shall include arrangements to ensure the
coordination and consistency of measures to be taken at the level of the EU parent undertaking,
the EU financial holding company, the EU mixed financial holding company, the parent financial
holding company in a Member State, the EU parent financial holding company, the parent mixed
financial holding company in a Member State, and the EU parent mixed financial holding
company, as well as measures to be implemented at the level of subsidiaries and at the level of
significant branches.

(4) The group recovery plan shall include the elements specified in Section 71df(3) and (7)
in relation to the group as a whole and to each subsidiary, as well as any agreement for intra-group
financial support that has been concluded.

(5) For each of the scenarios of macroeconomic and financial stress situations, the group
recovery plan shall identify whether there are obstacles to the implementation of recovery
measures within the group, including at the level of individual entities covered by the plan, and
whether there are substantial practical or legal impediments to the prompt transfer of own funds
or the repayment of liabilities or assets within the group.

Section 71di

(1) Where Néarodna banka Slovenska is the consolidating supervisor, it will do everything
within its power to reach a joint decision with the authority competent to supervise the investment
firm as a subsidiary of foreign investment firm and with the competent supervisory authorities of
the Member States in which the investment firm has a significant branch, on the following:

(@) approving the group recovery plan under Section 71dh(1) and (3);

(b) requiring the subsidiary that is a foreign investment firm within a group to draw up a recovery
plan on an individual basis pursuant to Section 71df;

(c) the procedure pursuant to Section 71dg(5);

(d) the procedure pursuant to Section 71dg(6);

(e) the procedure pursuant to Section 71dg(7);

(F) imposing a measure under Section 71dg(8).
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(2) The provisions of Section 71dg(1) and (2) apply equally to the assessment of a group
recovery plan; Narodna banka Slovenska shall, together with the other authorities competent to
supervise subsidiaries that are foreign investment firms, assess the potential impact that the
recovery measures contained in the plan will have on financial stability in the Member States in
which the investment firm and its subsidiaries are established.

(3) Where, before the end of the period referred to in paragraph 1, any of the supervisory
authorities under paragraph 1 has referred a matter under paragraph 1(a) and Section 71dg(8)(a),
(b) and (d) to EBA, as the competent European Supervisory Authority, in accordance with other
legislation,''®' Narodna banka Slovenska shall defer its decision and await any decision that EBA
may take on the matter, and shall take its decision in accordance with the decision of EBA. If
within one month of the matter being referred to it, EBA has not taken a decision, or if none of the
competent supervisory authorities under paragraph 1 has referred a matter to EBA, and if at the
same time Narodna banka Slovenska has not managed to reach a joint decision with the authorities
under paragraph 1, Narodna banka Slovenska shall take a decision on an individual basis taking
account of the opinions of the authorities under paragraph 1. Narodna banka Slovenska shall
deliver its decision to the authorities under paragraph 1 and to the investment firm.

(4) Where, before the end of the period referred to in paragraph 1, Narodna banka
Slovenska has not reached a joint decision with the supervisory authorities under paragraph 1 in a
matter under paragraph 1(b) to (f), Narodna banka Slovenska shall take a decision in these the
matters only in relation to the investment firm as a parent undertaking. Before the end of the period
referred to in paragraph 1, Narodna banka Slovenska may refer a matter under paragraph 1(a) and
Section 71dg(8)(a), (b) and (d) to EBA in accordance with other legislation.''®" Where Narodna
banka Slovenska refers a matter under the previous sentence, it shall await any decision that EBA
may take. If EBA does not issue a decision within one month of the matter being referred to it,
Narodna banka Slovenska shall take a decision on an individual basis.

(5) Where Narodna banka Slovenska is competent to supervise an investment firm that is
a subsidiary within a group, it is also subject to the provisions of paragraph 1. As an authority
competent to supervise a subsidiary within a group, Narodna banka Slovenska shall, in assessing
the group recovery plan, check the plan’s compliance with the requirements under Section 71df(3)
and (7), as appropriate, in the scope set out in the plan, taking account of the potential impact of
the plan on financial stability.

(6) Narodna banka Slovenska may refer a matter under paragraph 1(a) and Section
71dg(8)(a), (b) and (d) to EBA in accordance with other legislation,*'® and Narodna banka
Slovenska is bound by any decision on the matter that EBA may take. If within the period
referred to in paragraph 1, a joint decision is not reached, Narodna banka Slovenska may make a
decision on an individual basis in accordance with paragraph 1(b), (e) and (f) in respect of the
investment firm that it supervises.

(7) A joint decision reached between Narodné banka Slovenska and supervisory authorities
under paragraph 1 shall be binding on the investment firm that is subject to supervision on a
consolidated basis.

Section 71d;j
Provisions on proportionality
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(1) Having regard to the impact that the failure of an investment firm and other entities in
the firm’s group may have on the financial system, including the impact on other specific
institutions, funding conditions and the economy as a whole, Narodna banka Slovenska may, on
its own initiative if necessary, proportionally reduce the scope of application of the requirements
laid down in Sections 62, 64, 67, 70, 71a and 71d, and set a different time limit for the drawing-
up of the recovery plan and a different frequency of its updating. In doing so, Narodna banka
Slovenska shall take into account the nature and complexity of the investment firm’s business, the
firm’s shareholding structure, risk profile, size, legal status, and interconnectedness with other
financial system participants, the firm’s membership of any institutional protection scheme (IPS)
or other similar system under other legislation,® and the investment services provided by the
firm. If these circumstances change, Narodna banka Slovenska may request the investment firm
to draw up and submit a recovery plan in the scope specified in Sections 71df and 71dh and to
update that plan in accordance with Section 71df(9).

(2) If Narodna banka Slovenska applies the procedure under paragraph 1 it shall inform
EBA of this fact and of the details of the procedure.

Section 71dk
Intra-group financial support

(1) Parent investment firms, EU parent investment firms, financial holding companies,
mixed financial holding companies and mixed-activity holding companies established in the
Slovak Republic, parent financial holding companies, EU parent financial holding companies,
parent mixed financial holding companies, EU parent mixed holding companies, and
subsidiaries thereof which are institutions or financial institutions subject to supervision on a
consolidated basis in accordance with this Act (hereinafter a ‘subgroup’), may, under the
conditions laid down in another act,*®¢ conclude with one or more members of the subgroup
an agreement including a commitment to provide financial support where the conditions are
met for early intervention or any comparable measure in accordance with the law of the Member
State in which the contracting party is established (hereinafter an ‘intra-group support
agreement’). The financial support may be provided in the form of a loan, guarantees or assets
to be collateralised (hereinafter ‘intra-group support’). The recipient of intra-group support may
use the intra-group support also in business relations with entities not party to the intra-group
support agreement.

(2) Provisions of another act apply mutatis mutandis to the provision of intra-group
support. 5%t

Section 71dl

(1) The provisions of Sections 71df to 71dl and Sections 144(8)(f) and (30) and (31)
apply only to investment firms subject to an initial capital requirement equal to or greater than
the amount specified in Section 54(11).

(2) The provisions of another act!'#? pertaining to receivership in respect of banks apply

mutatis mutandis to receivership in respect of investment firms subject to an initial capital
requirement equal to or greater than the amount specified in Section 54(11).
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(3) The provisions of another act> pertaining to group receivership in respect of banks
apply mutatis mutandis to group receivership in respect of investment firms subject to an initial
capital requirement equal to or greater than the amount specified in Section 54(11).

Sections 71e and 71f
Repealed as from 3 January 2018

Section 71g

(1) An investment firm shall ensure, when outsourcing to a third party the performance
of operational functions which are critical or important for the provision of continuous and
satisfactory investment services to clients and the performance of investment activities on a
continuous and satisfactory basis, that it takes the steps required to avoid undue additional
operational risk. Outsourcing of important operational functions may not be undertaken in such
a way as to impair the effectiveness of its internal control and the ability of Narodna banka
Slovenska to monitor the investment firm’s compliance with all its obligations.

(2) The subject-matter of outsourcing may not be a function, service or activity which
the investment firm performs in its capacity as a member under Section 104.

Section 71h
Safeguarding of client financial instruments and funds

(1) Client assets placed with an investment firm shall not be included in the assets of
the investment firm. An investment firm may not use the funds or financial instruments that
a client has placed with it for its own benefit or the benefit of any third party, unless the client
has given his consent thereto.

(2) For the purposes of safeguarding clients’ rights in relation to financial instruments
and funds belonging to them, an investment firm shall:

(a) keep such records and accounts that are necessary to enable it at any time and without undue
delay to distinguish assets held for one client from assets held for any other client, and from
their own assets;

(b) maintain its records and accounts in a way that ensures their accuracy, and in particular their
correspondence to the financial instruments and funds held for clients and that they may be
used as an audit trail;

(c) conduct, on a regular basis, reconciliations between its internal accounts and records and
those of any third parties by whom those assets are held;

(d) take the necessary steps to ensure that any client financial instruments deposited with a third
party, in accordance with Section 71i, are identifiable separately from the financial
instruments belonging to the investment firm by means of differently titled accounts on the
books of the third party or other equivalent measures that achieve the same level of
protection;

(e) take the necessary steps to ensure that client funds deposited in accordance with Section 71
are held separately from any accounts used to hold funds belonging to the investment firm;

(f) introduce adequate organisational arrangements to minimise the risk of the loss or
diminution of client assets, or of rights in connection with those assets, as a result of misuse
of the assets, fraud, poor administration, inadequate record-keeping or negligence.
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(3) If, for reasons of the applicable law of the jurisdiction in which the funds and
financial instruments are kept or held, the arrangements made by the investment firm in
compliance with paragraph 2 are not sufficient to safeguard clients’ rights, especially in the
event of the insolvency of the investment firm, the investment firm shall take additional
measures in order to safeguard clients’ assets.

(4) If the applicable law of the jurisdiction in which the client funds or financial
instruments are held prevents an investment firm from complying with the provisions of
paragraph 2(d) or (e), the investment firm shall take equivalent measures which have the same
effect in terms of safeguarding clients’ rights.

(5) By a decree whose full text is published in the Collection of Laws of the Slovak
Republic, Narodna banka Slovenska may lay down details of what is meant by ‘additional
measures’ and ‘equivalent measures’ for the purposes set out in paragraphs 3 and 4, details of
the conditions for depositing financial instruments with a third party under Section 71i, and the
manner and method of reconciliations made under paragraph 2.

(6) Security interests, liens or rights of set-off over client financial instruments or funds
enabling a third party to dispose of client's financial instruments or funds in order to recover
debts that do not relate to the client or provision of services to the client are not permitted except
where this is required by applicable law in a non-Member State in which the client funds or
financial instruments are held. Where an investment firm is obliged to conclude agreements
that create such security interests, liens or rights of set-off, it shall disclose that information to
clients indicating to them the risks associated with those agreements.

(7) Where security interests, liens or rights of set-off are granted by the investment firm
over client financial instruments or funds, or where the firm has been informed that they are
granted, they shall be recorded in client contracts and the firm’s own accounts to make the
ownership status of client assets clear, such as in the event of an insolvency.

(8) Investment firms shall make information pertaining to clients’ financial instruments
and funds available to Narodna banka Slovenska, appointed insolvency practitioners and the
Resolution Council. The information to be made available shall include the following:

(a) related internal accounts and records that readily identify the balances of funds and
financial instruments held for each client;

(b) where client funds are held by investment firms in accordance with Section 71j, details on
the accounts in which client funds are held and on the relevant agreements with those firms;

(c) where financial instruments are held by investment firms in accordance with Section 71i,
details on the accounts opened with third parties and on the relevant agreements with those
third parties;

(d) details of third parties carrying out any related (outsourced) tasks and details of any
outsourced tasks;

(e) key individuals of the firm involved in related processes, including those responsible for
oversight of the firm’s requirements in relation to the safeguarding of client assets; and

(F) agreements relevant to establish client ownership over assets.

(9) An investment firm shall designate one employee to be specifically responsible for
the firm’s compliance with its obligations related to the safeguarding of client funds and
financial assets and this employee shall have sufficient expertise and authorisation for this
purpose. The investment firm may decide that the employee under the first sentence will only
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perform activities related to the responsibility referred to, or will concurrently perform other
activities on behalf of the investment firm.

(10) An investment firm shall not conclude title transfer collateral arrangements with
retail clients for the purpose of securing or covering present or future, actual or contingent or
other obligations of retail clients.

Section 71i

(1) An investment firm may deposit financial instruments that it holds on behalf of its
clients into an account or accounts opened with a third party. In the selection and appointment
of the third party and the conclusion of an agreement on the safe custody and administration of
those financial instruments, the investment firm shall exercise due professional care. In this
respect, the investment firm shall also take into account and periodically review the expertise
and market reputation of the third party, as well as any legislation of general application or
market practices related to the holding of those financial instruments that could adversely affect
clients’ rights.

(2) If the safe custody of financial instruments for the account of another person is
subject to specific legal regulation and supervision in a jurisdiction where an investment firm
proposes to deposit client financial instruments with a third party, the investment firm may not
deposit those financial instruments in that jurisdiction with a third party which is not subject to
such regulation and supervision.

(3) An investment firm shall not deposit financial instruments held on behalf of clients
with a third party in a non-Member State that does not regulate the holding and safe custody of
financial instruments for the account of another, unless one of the following conditions is met:
a) the nature of the financial instruments or of the investment services connected with those
instruments requires them to be deposited with a third party in that non-Member State;

b) where the financial instruments are held on behalf of a professional client, that client
requests the investment firm in writing to deposit them with a third party in that non-
Member State.

(4) The provisions of paragraphs 2 and 3 apply equally when the third party has
delegated any of its functions concerning the holding and safekeeping of financial instruments
to another third party.

Section 71j

(1) Where an investment firm has received client funds, it shall promptly place those
funds into one or more accounts opened with any of the following:
() a central bank;
(b) a bank or foreign bank with an operating authorisation in accordance with the laws of
Member States;
(c) a bank authorised in a non-Member State;
(d) a qualifying money market fund.

(2) The provision of paragraph 1 does not apply to a bank, or a foreign bank established
in a Member State, in respect of deposits held by that institution.
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(3) ‘Qualifying money market fund’” means an open-end fund or European fund, or
another foreign collective investment undertaking that is subject to supervision or has been
issued an operating authorisation under the law of a Member State, and which satisfies the
following conditions:

(a) its primary investment objective is to maintain the net asset value of the assets, either
constant at par (net of earnings), or the value of the investor’s initial capital plus earnings;

(b) assets in the qualifying money market funds are invested exclusively in high quality money
market instruments with a maturity or residual maturity of no more than 397 days, or regular
yield adjustments consistent with such a maturity, and with a weighted average maturity of
60 days, or they are invested on an ancillary basis in deposits with banks;

(c) it shall ensure the liquidity of the deposited funds through same day or next day settlement.

(4) For the purposes of paragraph 3(b), a money market instrument shall be considered
to be of high quality if the asset management company or investment fund performs its own
documented assessment of the credit quality of money market instruments that allows it to
consider a money market instrument as high quality. Where one or more credit rating agencies
registered and supervised by ESMA have provided a rating of the instrument, the
company/fund’s internal assessment shall have regard to, inter alia, those credit ratings.

(5) For the purposes of paragraph 4, a rating agency shall be considered to be competent
if it issues credit ratings in respect of money market funds regularly and on a professional basis
and is an eligible rating agency within the meaning of another act.'®

(6) In the selection and appointment of the entity mentioned in paragraph 1 and the
conclusion of agreements related to the depositing of client funds, an investment firm shall
exercise all due professional care and diligence. In this respect, the investment firm shall also
take into account and periodically review the expertise and market reputation of the entity
mentioned in paragraph 1(b) to (d), as well as any legislation of general application or market
practices related to the holding of those financial instruments that could adversely affect clients’
rights.

(7) Investment firms shall ensure that clients give their explicit consent to the placement
of their funds in a qualifying money market fund. Clients may oppose the placement of their
funds in this way. Investment funds shall inform clients that funds placed with a qualifying
money market fund will be not be held in accordance with the requirements for the protection
of client deposits set out in other legislation.*e®

(8) Where investment firms deposit client funds with a bank or money market fund of
the same group as the investment firm, they shall limit the funds that they deposit with any such
group entity or combination of any such group entities so that funds do not exceed 20% of all
such funds.

(9) An investment firm may not comply with the limit under paragraph 8 where it is
able to demonstrate that, in view of the nature, scale and complexity of its business, and also
the safety offered by the third parties considered in paragraph 8, and including in any case the
small balance of client funds the investment firm holds the requirement under paragraph 8 is
not proportionate. Investment firms shall periodically review the assessment made in
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accordance with the first sentence and shall notify their initial and reviewed assessments to
Narodna banka Slovenska.

Section 71k

(1) An investment firm may not enter into arrangements for securities financing
transactions®’ in respect of financial instruments that it holds on behalf of a client, or otherwise
use such financial instruments for its own account or the account of another client, unless the
following conditions are met:

(a) the client has given his prior express consent to the use of the financial instruments on
precisely specified terms, and has confirmed this consent; in the case of a retail client, this
confirmation shall be evidenced by his signature or equivalent alternative method;

(b) the use of the client’s financial instruments shall be restricted to the exactly specified terms
to which the client consents.

(2) An investment firm may not enter into arrangements for securities financing
transactions in respect of financial instruments which are held on behalf of a client in an
omnibus account, or otherwise use financial instruments held in such an account for their own
account or for the account of another client unless, in addition to the conditions set out in
paragraph 1, the following conditions are met:

(a) each client whose financial instruments are held together in an omnibus account shall have
given prior express consent in accordance with paragraph 1(a);

(b) the investment firm has in place systems and controls which ensure that only financial
instruments belonging to clients who have given prior express consent in accordance with
paragraph 1(a) are so used.

(3) The records of the investment firm shall include details of the client on whose
instructions the use of the financial instruments has been effected, as well as the number of
financial instruments used belonging to each client who has given his prior consent, so as to
enable the correct allocation of any loss.

(4) For the purposes of this Act, ‘omnibus account’ means a holder account and the
accounts in which client assets of an investment firm are held, including accounts maintained
under the law of another country.

(5) An investment firms shall take appropriate measures to prevent the unauthorised use
of client financial instruments for its own account or the account of any other person such as:
(a) the conclusion of agreements with clients on measures to be taken by the investment firms
in the case the client does not have enough provision on its account on the settlement date,
such as borrowing of the corresponding securities on behalf of the client or unwinding the
position;

(b) the monitoring by the investment firm of its projected ability to delivery on the settlement
date and the putting in place of remedial measures if this cannot be done; and

(c) the monitoring and prompt requesting of undelivered securities outstanding on the
settlement date and beyond.

(6) An investment firm shall adopt specific arrangements for all clients to ensure that

the borrower of client financial instruments provides the appropriate collateral and that the firm
monitors the continued appropriateness of such collateral and takes the necessary steps to
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maintain the balance with the value of client instruments.

(7) An investment firm shall consider, and be able to demonstrate that it has done so,
the use of title transfer financial collateral arrangements in the context of the relationship
between the client’s obligation to the firm and the client’s assets subjected to title transfer
financial collateral arrangements by the firm.

(8) When considering, and documenting, the appropriateness of the use of title transfer
financial collateral agreements, investment firms shall take into account all of the following
factors:

(a) whether there is only a very weak connection between the client’s obligation to the firm
and the use of the title transfer financial collateral arrangements, including whether the
likelihood of a client’s liability to the firm is low or negligible;

(b) whether the amount of client funds or financial instruments subject to title transfer financial
collateral arrangements far exceeds the client’s obligation, or is even unlimited if the client
has any obligation at all to the firm;

(c) whether all clients’ financial instruments or funds are made subject to title transfer financial
collateral arrangements, without consideration of what obligation each client has to the
firm.

(9) Where using title transfer collateral arrangements, an investment firm shall highlight
to professional clients and eligible counterparties the risks involved and the effect of any title
transfer financial collateral arrangement on the client’s financial instruments and funds;
otherwise such arrangements are prohibited.

Section 711

(2) Investment firms shall take all appropriate steps to identify and to prevent or manage
conflicts of interest between themselves, including their senior management, employees and
tied investment agents, or any person directly or indirectly linked to them by control and their
clients, or between one client and another, that arise in the course of providing investment
services and activities and ancillary services, or combinations thereof. Where a conflict of
interest in the provision of investment services and activities and ancillary services is
unavoidable, the investment firm shall, prior to the provision of such service or activity,
communicate to the client the nature and source of the conflict, and in providing the service or
activity, it shall place the client’s interest ahead of its own; in the event of a conflict of interest
between clients, the investment firm shall ensure equal and fair treatment for all clients.

(2) If the steps taken by an investment firm under this Act and under other legislation®'@
to manage a conflict of interest are not sufficient to ensure that risks of damage to a client’s
interests will be prevented, the investment firm shall, before effecting a transaction for the
client’s account, clearly disclose to the client the nature and sources of the conflict of interest
and the steps taken to mitigate these risks.

(3) The information mentioned in paragraph 2 shall be provided by the investment firm
to the client in a durable medium and in sufficient detail to enable the client to make an informed
decision, in knowledge of the facts, with respect to the investment service or ancillary service
in the context of which the conflict of interest arises.
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(4) An investment firm which provides investment services to clients shall ensure that
it does not remunerate or assess the performance of its staff, financial agents and other relevant
persons®’® in a way that conflicts with its duty to act in the best interests of its clients. In
particular, it shall not make any arrangement by way of remuneration, sales targets or otherwise
that could provide an incentive to its staff, financial agents or other relevant persons®’c to
recommend a particular financial instrument to a retail client when the investment firm could
offer a different financial instrument which would better meet that client’s needs.

Requirements for the manufacture and distribution of financial instruments

Section 71m
Heading repealed as from 3 January 2018

(1) Investment firms which manufacture financial instruments shall maintain, operate
and review a process for the approval of each financial instrument and adaptations of existing
financial instruments, and are subject mutatis mutandis to the relevant provision of this Act
with regard to the nature of the financial instrument, investment services and target market for
the financial instrument before the instrument is marketed or distributed to clients. For the
purposes of this Act, the manufacture of a financial instrument means the creation,
development, issuance and design of a financial instrument.

(2) Investment firms which manufacture financial instruments for sale to clients shall
ensure that those financial instruments are designed to meet the needs of an identified target
market of clients within the relevant category of clients, the strategy for distribution of the
financial instruments is compatible with the identified target market, and the investment firm
takes reasonable steps to ensure that the financial instrument is distributed to the identified
target market.

(3) When acting pursuant to paragraph 1, investment firms shall:
@ specify an identified target market of end clients within the relevant category of clients
for each financial instrument;
(b)  ensure that all relevant risks to such identified target market are assessed; and
(c) ensure that the intended distribution strategy is consistent with the identified target
market.

(4) Investment firms shall regularly review financial instruments they offer or market,
taking into account any event that could materially affect the potential risk to the identified
target market, to assess at least whether the financial instrument remains consistent with the
needs of the identified target market and whether the intended distribution strategy remains
appropriate.

(5) Investment firms shall establish, implement and maintain procedures and measures
to ensure the manufacturing of financial instruments complies with the requirements on proper
management of conflicts of interest, including remuneration. In particular, investment firms
manufacturing financial instruments shall ensure that the design of the financial instrument,
including its features, does not adversely affect clients or does not lead to problems with market
integrity by enabling the firm to mitigate and/or dispose of its own risks or exposure to the
underlying assets of the product, where the investment firm already holds the underlying assets
on own account.
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(6) Investment firms shall analyse potential conflicts of interests each time a financial
instrument is manufactured; in particular, firms shall assess whether the financial instrument
creates a situation where clients may be adversely affected if they take:

(a) an exposure opposite the one previously held by the firm itself; or
(b) an exposure opposite to the one that the firm wants to hold after the sale of the financial
instrument.

(7) Investment firms shall consider whether the financial instrument may represent a
threat to the orderly functioning or to the stability of financial markets before deciding to
proceed with the launch of the product.

(8) Investment firms shall ensure that relevant staff involved in the manufacturing of
financial instruments possess the necessary expertise to understand the characteristics and risks
of the financial instruments they intend to manufacture.

(9) Investment firms shall ensure that the management body has effective control over
the process referred to in paragraph 1. Investment firms shall ensure that the compliance reports
to the management body systematically include information about the financial instruments
manufactured by the firm, including information on the distribution strategy. Investment firms
shall make the reports available to Narodna banka Slovenska on request.

(10) Investment firms shall ensure that the compliance function monitors the
development and periodic review of the processes referred to in this Section in order to detect
any risk of failure by the firm to comply with the obligations set out in this Section.

(11) Where investment firms, in creating products, collaborate with entities which are
not authorised and supervised in accordance with this Act or third-country firms, they shall
outline their mutual responsibilities in a written agreement.

(12) Investment firms shall identify at a sufficiently granular level the potential target
market for each financial instrument and specify the type(s) of client for whose needs,
characteristics and objectives the financial instrument is compatible. As part of this process, the
firm shall identify any group(s) of clients for whose needs, characteristics and objectives the
financial instrument is not compatible. Where investment firms collaborate to manufacture a
financial instrument, only one target market needs to be identified.

(13) Investment firms manufacturing financial instruments that are distributed through
other investment firms shall determine the needs and characteristics of clients for whom the
product is compatible based on their theoretical knowledge of and past experience with the
financial instrument or similar financial instruments, the financial markets and the needs,
characteristics and objectives of potential end clients.

(14) Investment firms shall undertake a scenario analysis of their financial instruments
which shall assess the risks of poor outcomes for end clients posed by the product and in which
circumstances these outcomes may occur. Investment firms shall assess the financial instrument
under negative conditions covering what would happen if, for example:

(a) the market environment deteriorated;
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(b) the manufacturer or a third party involved in manufacturing and or functioning of the
financial instrument experiences financial difficulties or other counterparty risk
materialises;

(c) the financial instrument fails to become commercially viable; or

(d) demand for the financial instrument is much higher than anticipated, putting a strain on the
firm’s resources and/or on the market of the underlying instrument.

(15) Investment firms shall determine whether a financial instrument meets the
identified needs, characteristics and objectives of the target market, including by examining the
following elements:

(a) the financial instrument's risk/reward profile is consistent with the target market; and
(b) the financial instrument’s manufacture is driven by features that benefit the client and not
by a business model that relies on poor client outcomes to be profitable.

(16) Investment firms shall consider the charging structure proposed for the financial

instrument, including by examining the following:

(a) the financial instrument’s costs and charges are compatible with the needs, objectives and
characteristics of the target market;

(b) charges do not undermine the financial instrument's return expectations, such as where the
costs or charges equal, exceed or remove almost all the expected tax advantages linked to
a financial instrument;

(c) the charging structure of the financial instrument is appropriately transparent for the target
market, such as that it does not disguise charges or is too complex to understand.

(17) Investment firms shall review the financial instruments they manufacture on a
regular basis, taking into account any event that could materially affect the potential risk to the
identified target market. Investment firms shall consider if the financial instrument remains
consistent with the needs, characteristics and objectives of the target market and if it is being
distributed to the target market, or is reaching clients for whose needs, characteristics and
objectives the financial instrument is not compatible.

(18) Investment firms shall review financial instruments prior to any further issue or re-
launch, if they are aware of any event that could materially affect the potential risk to investors
and at regular intervals assess whether the financial instruments function as intended.
Investment firms shall determine how regularly to review their financial instruments based on
relevant factors, including factors linked to the complexity or the innovative nature of the
investment strategies pursued. Investment firms shall also identify crucial events that would
affect the potential risk or return expectations of the financial instrument, such as:

(@) the crossing of a threshold that will affect the return profile of the financial instrument; or
(b) the solvency of certain issuers whose securities or guarantees may impact the performance
of the financial instrument.

(19) When events referred to in paragraph 18 occur, investment firms shall take
appropriate action which may consist of:

(a) the provision of any relevant information on the event and its consequences on the financial
instrument to the clients or the distributors of the financial instrument (hereinafter referred
to as ‘distributors’ or individually as a “distributor’) if the investment firm does not offer
or sell the financial instrument directly to the clients;

(b) changing the financial instrument approval process;
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(c) stopping further issuance of the financial instrument;

(d) changing the financial instrument to avoid unfair contract terms;

(e) considering whether the sales channels through which the financial instruments are sold
are appropriate where the firm becomes aware that the financial instrument is not being
sold as envisaged;

(f) contacting the distributor to discuss a modification of the distribution process;

(g) terminating the relationship with the distributor; or

(h) informing Narodna banka Slovenska.

(20) Investment firms shall ensure that the provision of information about a financial
instrument to distributors includes information about the appropriate channels for distribution
of the financial instrument, the financial instrument approval process and the target market
assessment. Such information shall be of an adequate standard to enable distributors to
understand and recommend or sell the financial instrument properly.

Section 71n

(1) Investment firms which manufacture financial instruments shall make available to
any distributor all appropriate information on the financial instrument and the financial
instrument approval process, including the identified target market of the financial instrument.

(2) Investment firm shall understand the financial instruments they offer or recommend,
assess the compatibility of the financial instruments with the needs of the clients to whom they
provide investment services, also taking account of the identified target market of end clients
as referred to in Section 71m, and ensure that financial instruments are offered or recommended
only when this is in the interest of the client.

(3) Where investment firms offer or recommend financial instruments which they do
not manufacture, they shall have in place adequate arrangements to obtain the information
referred to in paragraph 1 and to understand the characteristics and identified target market of
each financial instrument. Investment firms shall have in place arrangements to ensure that they
obtain sufficient information about these financial instruments also from the instruments’
manufacturers that are not subject to this Act. Investment firms shall determine the target
market for the respective financial instrument, even if the target market was not defined by the
manufacturer.

(4) Investment firms shall have in place product governance arrangements to ensure that
products and services they intend to offer are compatible with the needs, characteristics, and
objectives of an identified target market and that the intended distribution strategy is consistent
with the identified target market.

(5) Investment firms, when deciding the range of financial instruments manufactured
by themselves or other firms and services they intend to offer or recommend to clients, shall
comply, in a way that is appropriate, with the provisions of this Act, taking into account the
nature of the financial instrument, the investment service and the target market for the
instrument and service. Investment firms shall appropriately identify and assess the
circumstances and needs of the clients to whom they intend to offer or recommend a financial
instrument, so as to ensure that clients’ interests are not compromised as a result of commercial
or funding pressures. As part of this process, investment firms shall identify any groups of
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clients for whose needs, characteristics and objectives the financial instrument or service is not
compatible.

(6) In order to understand financial instruments whose manufacturers are not subject to
this Act and to ensure that such instruments will be distributed in accordance with the
characteristics, objectives and needs of the target market, investment firms shall take all
reasonable steps to ensure that they obtain adequate and reliable information from these
manufacturers. Where the relevant information is not publicly available, the distributor shall
take all reasonable steps to obtain such information from the manufacturer or its agent; publicly
available information is information which is clear, reliable and produced to meet requirements
laid down in this Act and in other legislation.!%® This obligation is relevant for products sold on
primary and secondary markets and applies in a proportionate manner, depending on the degree
to which publicly available information is obtainable and the complexity of the financial
instrument. Investment firms shall use the information obtained from financial instrument
manufacturers and information on their own clients to identify the target market and distribution
strategy. When an investment firm acts both as a manufacturer and a distributor, only one target
market assessment shall be required.

(7) Investment firms, when deciding the range of financial instrument and services that
they offer or recommend and the respective target markets, shall maintain procedures and
measures to ensure compliance with all applicable requirements under this Act including those
relating to disclosure, assessment of suitability or appropriateness, inducements and proper
management of conflicts of interest; in this context, particular care shall be taken when
distributors intend to offer new financial instruments or there are variations to the services they
provide.

(8) Investment firms shall periodically review and update their product governance
arrangements in order to ensure that they remain robust and fit for their purpose, and take
appropriate actions where necessary.

(9) Investment firms shall review the financial instruments they distribute and the
services they provide on a regular basis, taking into account any event that could materially
affect the potential risk to the identified target market. Investment firms shall assess at least
whether the financial instrument or service remains consistent with the needs, characteristics
and objectives of the identified target market and whether the intended distribution strategy
remains appropriate. Investment firms shall reconsider the target market and/or update the
product governance arrangements if they become aware that they have wrongly identified the
target market for a specific financial instrument or service or that the instrument or service no
longer meets the circumstances of the identified target market, such as where the instrument
becomes illiquid or very volatile due to market changes.

(10) Investment firms shall ensure that in performing the compliance function, they
monitor developments in and periodically review procedures for the manufacture and
distribution of financial instruments in order to detect any risk of failure to comply with the
obligations set out in this Section. Investment firms shall ensure that relevant staff possess the
necessary expertise to understand the characteristics and risks of the financial instruments they
intend to offer or recommend and the services provided as well as the needs, characteristics and
objectives of the identified target market.
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(11) Investment firms shall ensure that the management body has effective control over
the firm’s product governance process and determines the range of financial instruments
distributed and the services provided to the respective target markets. Investment firms shall
ensure that the compliance reports®’® to the management body systematically include
information about the financial instruments offered or sold and the services provided, including
the distribution strategy. Investment firms shall make the reports available to Narodna banka
Slovenska on request.

(12) Distributors shall provide the financial instrument manufacturers with information
on sales of the instruments and, where appropriate, information on their periodical reviews to
support financial instrument reviews carried out by the manufacturers.

(13) Where different investment firms work together in the distribution of a financial
instrument or service, the investment firm with the direct client relationship shall have ultimate
responsibility to meet the product governance obligations set out in this Section; however,
intermediary investment firms shall:

(a) ensure that relevant information on the instrument is passed from the manufacturer to the
final distributor in the chain;

(b) if the manufacturer requires information on sales of the instrument in order to comply with
their own product governance obligations, enable them to obtain it; and

(c) apply product governance obligations for manufacturers, as relevant, in relation to the
service they provide.

Section 710
Exemptions from the requirements for the manufacture and distribution of financial
instruments

The requirements set out in Sections 71m and 71n do not apply to investment firms
where the investment service they provide relates to bonds with no other embedded derivative
than a make-whole clause or where the financial instruments are marketed or distributed
exclusively to eligible counterparties.

Section 71p

(2) In respect of the provision of investment services, investment firms shall ensure that
their employees who come into contact with retail clients and give them investment advice or
information about financial instruments, investment services or ancillary services are
professionally competent.

(2) Employees are deemed professionally competent for the purpose of paragraph 1 if,
in respect of the capital market, they have attained an intermediate level of professional
competence as defined in another act.>’® Employees who come into contact with retail clients
and do not meet the professional competence requirements mentioned in the first sentence may
perform activities that involve giving investment advice or information about financial
instruments, investment services or ancillary services only if such activity is performed under
the management and responsibility of an employee who meets those professional requirements.

(3) In verifying whether employees are professionally competent under paragraph 1,
investment firms shall follow the procedure laid down in other legislation.5™
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(4) Investment firms shall keep a list of the employees referred to in paragraph 1.

Section 72
Repealed as from 1 November 2007

Section 73
Heading repealed as from 1 November 2007

(1) An investment firm shall:

(a) inform clients whether the requested transaction is covered by a client protection scheme
(Section 80) and about the terms and conditions of guarantees provided by that client
protection scheme;

(b) when promoting investment services, refrain from using information on the
compensation provided by a client protection scheme for advertising purposes.

(2) Narodna banka Slovenska may lay down, by legislation of general application, further
details concerning the rules of conduct of an investment firm in relation to clients set out in
paragraphs 1 to 7.

(3) In each transaction, an investment firm shall require the client to document its identity;
the client shall be required to comply with the request in each transaction. An investment firm shall
decline any transactions in which the client remains anonymous.

(4) For the purposes of paragraph 3, the identity of a client may be established by an
identity document or a client signature, provided the investment firm knows the client in person
and its signature matches the signature shown in a signature specimen deposited with the
investment firm upon the signing of which the client established its identity by an identity
document; if transactions are executed through technical devices, identity shall be evidenced by
a personal identification number or a similar code assigned by the investment firm to the client,
and by an authentication that had been agreed between the investment firm or by the branch of the
foreign brokerage firm and the client, or by an electronic signature pursuant to another law. For
minor clients, who do not possess an identity document, the investment firm shall check the
identity document of its legal representative and request a document from which it is evident that
the representative is authorised to represent the minor, and a birth certificate of the minor client.

(5) For each transaction with a consideration of at least EUR 15,000, an investment firm
shall identify the ownership of the funds used by the client to conduct the transaction. For the
purposes of this provision, ownership shall be established by a binding written statement of the
client, in which the client shall be required to state whether it is the owner of the funds and whether
it makes the transaction for its own account. If the funds are owned by a third party, or if the
transaction is to be made for the account of a third party, the client shall specify in the statement
the name, personal identification number or date of birth, and permanent residence of the natural
person or, as appropriate, the name, registered office and identification number, if any, of the legal
person who owns the funds and for whose account the transaction is being made; in such a case,
the client shall also present the investment firm with a written consent of the person concerned to
the use of its funds for the transaction and to making the transaction for its account. If the client
fails to meet any of the conditions set out in this paragraph, the investment firm shall be required
to refuse the transaction. The obligation to establish the ownership of funds does not apply in cases

96



where the client of the investment firm is another investment firm or financial institution executing
a transaction on behalf of a client the ownership of whose funds has already been established by
this other investment firm or financial institution; in the case of foreign investment firms or
financial institutions, this obligation applies only if their registered office is in the territory of a
non-Member State or they pursue their activity in the territory of a non-Member State which
imposes duties related to the prevention and uncovering of money laundering (legalisation) and
terrorist financing equivalent to those laid down in other legislation® and compliance with these
duties is subject to supervision. The other investment firm or financial institution shall prove these
facts to the investment firm which executes the respective transaction, and in the event of any
doubt, the investment firm may insist on proof of ownership of the funds.

(6) The investment firm and the foreign investment firm shall retain and protect the data
against damage, alteration, liquidation, loss, theft, disclosure, misuse and unauthorised access
and copies of client identification and of documents identifying the owner of the funds used by the
client to accomplish the trade and contracts, and other documents on deals made for at least ten
years from conclusion of the transaction.

(7) The provisions of paragraphs 1 to 6 apply equally to a foreign investment firm in its
operations in the territory of the Slovak Republic.

Section 73a

(1) For the purposes of concluding and executing transactions with clients, and the
follow-up control thereof, and for the purpose of identifying clients and for other purposes set
out in paragraph 3, clients and their representatives shall, for each transaction, meet any request
of the investment firm:

(a) to provide the following:

1. where the client is a natural person, including a natural person representing a legal
person, personal identification information®® that includes the client’s name,
address of permanent residence, address of temporary residence, personal
identification number, if assigned, date of birth, citizenship, type and number of
identity document; if the client is natural person-entrepreneur, also his business
address, the designation of the official register or other official record in which the
natural person-entrepreneur is registered, and the number of his entry in this register
or record,;

2. identification information that includes the client’s name, identification number, if
assigned, the address of his registered office, the address of his place of business or
organisational units or the address of another place where his activities are carried
out, and, if a legal person, a list of the members of the statutory body of this legal
person and information on them to the extent laid down in point 1, the designation
of the official register or other official record in which the legal person is
registered,>® and the number of its entry in this register or record;

3. contact telephone number, fax number and electronic mail address, if any;

4. documents and information proving authorisation to represent the client, in the case
of arepresentative, and to meet the other requirements and conditions for concluding
and executing transactions as laid down in this Act or other legislation or which
have been agreed with the investment firm;

5. personal data concerning the client’s economic identity for the purposes of this Act;

(b) to enable the following to be obtained by photocopying, scanning or other means of
recording:
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1. personal identification information®® that includes a visual likeness, title, name,
maiden name, personal identification number, date of birth, place and district of
birth, address of permanent residence, address of temporary residence, citizenship,
record of any restriction of legal capacity, type and number of the identity document,
the issuing authority, date of issue and expiry date of the identity document; and

2. additional information from documents corroborating the information subject to
points 1 to 4 of subparagraph (a).

(2) For the purposes of concluding and executing transactions with clients, and the
follow-up control thereof, and for the further purposes mentioned in paragraph 3, an investment
firm may, for any transaction, require the client or his representative to provide the information
mentioned in paragraph 1(a) and obtain it by a method pursuant to paragraph 1(b).

(3) For the purposes of concluding and executing transactions between investment firms
and clients, and the follow-up control thereof, for the purposes of identifying clients and their
representatives, for the protection and enforcement of the rights of investment firms towards
clients, for documenting the activities of investment firms, for the exercise of supervision, and
for meeting the tasks and obligations of investment firm in accordance with this Act or other
legislation,®® investment firms may, without the consent of and without informing the persons
concerned, establish, obtain, record, store, use and otherwise process®® personal information
and other information to the extent laid down in paragraph 1; investment firms may, by
automated or non-automated means, make copies of identity documents, and process the
personal identification numbers and other information and documents referred to in paragraph
1.

(4) Even without the consent of and without informing the persons concerned,>®
investment firms shall, in the cases set out in this Act or in another act,%% give other entities
access to the information subject to paragraphs 1 and 3 and provide®® it to them for the purposes
of processing, and shall also provide this information to Narodna banka Slovenska for the
purpose of exercising supervision in accordance with this Act and other acts.

(5) Even without the consent of and without informing the persons concerned,>®
investment firms may make available and provide®" information from their information
systems only to persons and authorities to which they are required to provide information
protected under Section 134.

(6) The information subject to paragraphs 1 to 3 may be made available and provided
abroad by investment firms only under the conditions laid down in another act®" or where
provided by an international agreement binding upon the Slovak Republic.

(7) The provisions of paragraphs 1 to 6 apply equally to a foreign investment firm
insofar as it carries on activities in the territory of the Slovak Republic.

Operating conditions for investment firms in relation to clients
Section 73b
(1) When providing investment services, investment activities or ancillary services,

investment firms shall observe fair business practices and act honestly, fairly and professionally
in accordance with the best interests of their clients.
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(2) Investment firms shall be regarded as not fulfilling their obligations under paragraph
1 where they pay or are paid any fee or commission, or provide or are provided with any non-
monetary benefit in connection with the provision of an investment service or an ancillary
service, to or by any party except the client or a person on behalf of the client, other than where
the payment or benefit:
(a) isdesigned to enhance the quality of the relevant service to the client; and
(b) does not impair compliance with the investment firm’s duty to act honestly, fairly and

professionally in accordance with the best interest of its clients.

(3) The existence, nature and amount of the payment or benefit, or, where the amount
cannot be ascertained, the method of calculating that amount, must be clearly disclosed to the
client, in a manner that is comprehensive, accurate and understandable, prior to the provision
of the relevant investment or ancillary service. Where applicable, the investment firm shall also
inform the client on mechanisms for transferring to the client the fee, commission, or non-
monetary benefit received in relation to the provision of the investment or ancillary service.

(4) The requirements on investment firms set out in paragraph 1 and Section 711 do not
apply in regard to the payment of a fee or commission or the provision of a non-monetary
benefit:

(&) which enables or is necessary for the provision of investment services, such as custody
costs, levies imposed by the regulated market organiser or supervisory authority, or legal
fees; and

(b) which by its nature cannot give rise to conflicts with the investment firm’s duties to act in
accordance with paragraph 1.

(5) A fee, commission or non-monetary benefit shall not be considered acceptable if the
provision of relevant services to the client is biased or distorted as a result of the fee,
commission or non-monetary benefit. A fee, commission or non-monetary benefit shall be
considered to be designed to enhance the quality of the relevant service to the client if all of the
following conditions are met:

(a) itis justified by the provision of an additional or higher level service to the relevant client,
proportional to the level of the fee, commission or benefit received, such as:

(1) the provision of non-independent investment advice on and access to a wide range
of suitable financial instruments including an appropriate number of financial
instruments from third parties having no close links with the investment firm;

(2) the provision of non-independent investment advice combined either with an offer
to the client, at least on an annual basis, to assess the continuing suitability of the
financial instruments in which the client has invested, or with another ongoing
service that is likely to be of value to the client such as advice about the suggested
optimal asset allocation of the client; or

(3) the provision of access, at a competitive price, to a wide range of financial
instruments that are likely to meet the needs of the client, including an appropriate
number of financial instruments from third parties having no close links with the
investment firm, together with either the provision of added-value tools, such as
objective information tools helping the relevant client to take investment decisions
or enabling the relevant client to monitor, model and adjust the range of financial
instruments in which they have invested, or providing periodic reports of the
performance and costs and charges associated with the financial instruments;
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(b) it does not directly benefit the recipient firm, its shareholders or employees without
tangible benefit to the relevant client;

(c) itis justified by the provision of an ongoing benefit to the relevant client in relation to an
ongoing fee, commission or non-monetary benefit.

(6) Investment firms shall fulfil the requirements set out in paragraph 5 on an ongoing
basis as long as they continue to pay or receive the fee, commission or non-monetary benefit.

(7) Investment firms shall hold evidence that any fees, commissions or non-monetary
benefits paid or received by the firm are designed to enhance the quality of the relevant service
to the client:

(a) by keeping an internal list of all fees, commissions and non-monetary benefits received by
the investment firm from a third party in relation to the provision of investment or ancillary
services; and

(b) by recording how the fees, commissions and non-monetary benefits paid or received by
the investment firm, or that it intends to use, enhance the quality of the services provided
to the relevant clients and the steps taken in order not to impair the firm’s ability to observe
fair business practices and to act professionally in accordance with the best interests of the
client.

(8) In relation to any payment or benefit received from or paid to third parties,
investment firms shall disclose to clients the following information:

(a) prior to the provision of the relevant investment or ancillary service, information on the
payment or benefit concerned in accordance with paragraph 3; minor non-monetary
benefits may be described in a generic way, and other non-monetary benefits received or
paid by the investment firm in connection with the investment service provided to a client
shall be priced and disclosed separately;

(b) where the firm was unable to ascertain on an ex-ante basis the amount of any payment or
benefit to be received or paid, and instead disclosed to the client the method of calculating
that amount, information on the exact amount of the payment or benefit received or paid
on an ex-post basis; and

(c) onan individual basis, at least once a year as long as payments or benefits are received by
the investment firm in relation to the investment services provided to the relevant clients,
information on the actual amount of payments or benefits received; minor non-monetary
benefits may be described in a generic way.

(9) The provision of paragraph 8 is without prejudice to Section 73d(1)(d) and other
legislation.>®"¥ \When more investment firms are involved in a distribution channel, each
investment firm providing an investment or ancillary service shall comply with its obligations
to make disclosures to its clients.

(10) The provision of investment research by third parties to investment firms providing
portfolio management or other investment or ancillary services to clients is subject to the
following provisions:

(a) the investment research shall not, for the purposes of this Act, be regarded as a fee,
commission or non-monetary benefit if it is received in return for direct payments by the
investment firm out of its own resources;

(b) the investment research shall not, for the purposes of this Act, be regarded as a fee,
commission or non-monetary benefit if it is received in return for payments from a separate
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investment research payment account (hereinafter ‘research account’) controlled by the
investment firm, provided the following conditions relating to the operation of the account
are met:

1. the research account is funded by a specific investment research charge to the client;

2. as part of establishing a research account and agreeing the investment research charge
with their clients, investment firms set and regularly assess an investment research
budget as an internal measure;

3. the investment firm is held responsible for the research account;

4. the investment firm regularly assesses the quality of the investment research
purchased based on robust quality criteria and the ability of the research to contribute
to better investment decisions;

(c) where the investment firm makes use of the research account, it shall provide the following
information to clients:

1. before the provision of an investment service to clients, information about the
budgeted amount for investment research and the amount of the estimated investment
research charge for each of them;

2. annual information on the total costs that each client has incurred for third party
research.

(11) Where an investment firm operates a research account, the firm shall, upon request
by their clients or by Narodna banka Slovenska, provide a summary of the investment research
providers paid from this account, the total amount they were paid over a defined period, the
benefits and services received by the investment firm, and how the total amount spent from the
account compares to the budget set by the firm for that period, noting any rebate or carry-over
if residual funds remain in the account. For the purposes of point 1 of paragraph 10(b), the
specific investment research charge shall:

(a) only be based on an investment research budget set by the investment firm for the purpose
of establishing the need for third party investment research in respect of investment
services rendered to its clients; and

(b) not be linked to the volume and/or value of transactions executed on behalf of the clients.

(12) Where an investment firm does not collect the client investment research charge
separately but alongside a transaction commission, the firm shall indicate to the client a
separately identifiable investment research charge and shall fully comply with the conditions
set out in subparagraphs (b) and (c) of paragraph 10.

(13) The total amount of investment research charges received may not exceed the
investment research budget.

(14) Investment firms shall agree with clients, in the firm’s contract with the client or
general terms of business, the investment research charge as budgeted by the firm and the
frequency with which the specific investment research charge will be deducted from the
resources of the client over the year. Increases in the investment research budget shall only take
place after the provision of clear information to clients about such intended increases. If there
is a surplus in the investment research payment account at the end of a period, the firm shall
have a process to rebate those funds to the client or to offset it against the investment research
budget and the special investment charge calculated for the following period.
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(15) For the purposes of point 2 of paragraph 10(b), the investment research budget shall
be managed solely by the investment firm and shall be based on a reasonable assessment of the
need for third party investment research. The allocation of the investment research budget to
purchase third party investment research is subject to appropriate controls and senior
management oversight to ensure it is managed and used in the best interests of the firm’s clients.
Those controls shall include a clear audit trail of payments made to investment research
providers and how the amounts paid were determined with reference to the quality criteria
referred to in point 4 of paragraph 10(b). Investment firms shall not use the investment research
budget and research account to fund internal investment research.

(16) Investment firms may delegate the administration of the investment research
payment account to a third party, provided that the arrangement facilitates the purchase of third
party investment research and payments to investment research providers in the name of the
investment firm without any undue delay in accordance with the investment firm’s instruction;
this is without prejudice to the investment firm’s responsibility under point 3 of paragraph
10(b).

(17) For the purposes of point 4 of paragraph 10(b), the investment firm shall establish
all necessary elements of the quality assessment in a written policy and provide the policy to
its clients. The firm shall also address the extent to which investment research purchased
through the research account may benefit clients’ portfolios, including by taking into account
investment strategies applicable to various types of portfolios, and the approach the firm will
take to allocate such costs fairly to the various clients’ portfolios.

(18) The provision of investment research by third parties to investment firms providing
portfolio management or other investment or ancillary services to clients is to be regarded as
fulfilling the obligations under paragraph 1 if:

(a) before the execution or research services have been provided, an agreement has been
entered into between the investment firm and the investment research provider, identifying
the part of any combined charges or joint payments for execution services and research that
is attributable to investment research;

(b) the investment firm informs its clients about the joint payments for execution services and
investment research made to the third party providers of investment research;

(c) the investment research for which the combined charges or the joint payment is made
concerns issuers whose market capitalisation for the period of 36 months preceding the
provision of the investment research did not exceed EUR 1,000,000.

(19) For the purposes of this paragraph, investment research shall be understood as
covering research material or services concerning one or several financial instruments or other
assets, or the issuers or potential issuers of financial instruments, or as covering research
material or services closely related to a specific industry or market such that it informs views
on financial instruments, assets or issuers within that industry or market.

(20) Investment research shall also comprise material or services that explicitly or
implicitly recommend or suggest an investment strategy and provide a substantiated opinion as
to the present or future value or price of financial instruments or assets, or otherwise contain
analysis and original insights and reach conclusions based on new or existing information that
could be used to inform an investment strategy and be relevant and capable of adding value to
the investment firm’s decisions on behalf of clients being charged for that investment research.
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(21) Investment firms providing order execution services shall identify separate charges
for these services that only reflect the cost of executing the transaction. The provision of each
other benefit or service by the same investment firm to other investment firms or to foreign
investment firms established in the European Union is subject to a separately identifiable
charge; the supply of and charges for those benefits or services shall not be influenced or
conditioned by levels of payment for order execution services.

(22) When an investment service is offered together with another service or product as
part of a package or as a condition for the same agreement or package, the investment firm shall
inform the client whether it is possible to buy the different components separately and shall
provide for a separate evidence of the costs and charges of each component. Where the risks
resulting from such an agreement or package offered to a retail client are likely to be different
from the risks associated with the components taken separately, the investment firm shall
provide an adequate description of the different components of the agreement or package and
the way in which their interaction modifies the risks.

Section 73c

All information, including marketing communications, addressed by the investment
firm to clients or potential clients shall be fair, clear and not misleading. Marketing
communications shall be clearly identifiable as such.

Section 73d

(1) Investment firms shall provide the following information in a comprehensible form
in such a manner that clients or potential clients are reasonably able to understand the nature
and risks of the investment service and of the specific type of financial instrument that is being
offered and, consequently, to take investment decisions on an informed basis:

(a) information about the investment firm and its services;

(b) information about the financial instruments and proposed investment strategies, including
appropriate guidance on and warnings of the risks associated with investments in these
instruments or in respect of particular investment strategies, about the safeguarding of
client financial instruments or client funds, and about whether the financial instrument is
intended for retail or professional clients, taking account of the identified target market;

(c) information about execution venues;

(d) information about all costs and associated charges, including information relating to both
investment and ancillary services, including the cost of advice, where relevant, the cost of
the financial instrument recommended to the client and how the client may pay for it, also
encompassing any third-party payments.

(2) When investment advice is provided, the investment firm must, in good time before
it provides investment advice, inform the client:

(a) whether or not the advice is provided on an independent basis;

(b) whether the advice is based on a broad or on a more restricted analysis of different types
of financial instruments and, in particular, whether the range is limited to financial
instruments issued or provided by entities having close links with the investment firm or
any other legal or economic relationships, such as contractual relationships, so close as to
pose a risk of impairing the independent basis of the advice provided,;
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(c) whether the investment firm will provide the client with a periodic assessment of the
suitability of the financial instruments recommended to that client.

(3) Where an investment firm informs the client that investment advice is provided on
an independent basis, that investment firm shall:

(a) assess a sufficient range of financial instruments available on the market which must be
sufficiently diverse with regard to their type and issuers or product providers to ensure that
the client’s investment objectives can be suitably met and must not be limited to financial
instruments issued or provided by:

1. the investment firm itself or by entities having close links with the investment firm;
or

2. other entities with which the investment firm has such close legal or economic
relationships, such as contractual relationships, as to pose a risk of impairing the
independent basis of the advice provided;

(b) not accept and retain fees, commissions or any monetary or non-monetary benefits paid or
provided by any third party or a person acting on behalf of a third party in relation to the
provision of the service to clients; minor non-monetary benefits which are disclosed to a
client prior to the provision of the relevant investment service, are capable of enhancing
the quality of service provided to the client, and are of a scale and nature such that they
could not be judged to impair compliance with the investment firm’s duty to act in the best
interest of the client may be described in a generic way.

(4) When providing the investment service of portfolio management, investment firms
shall not accept and retain fees, commissions or any monetary or non-monetary benefits paid
or provided by any third party or a person acting on behalf of a third party in relation to the
provision of the service to clients. Minor non-monetary benefits which are disclosed to a client
prior to the provision of the relevant investment service, are capable of enhancing the quality
of service provided to the client, and are of a scale and nature such that they could not be judged
to impair compliance with the investment firm’s duty to act in the best interest of the client may
be described in a generic way.

(5) Where, in relation to the provision of independent investment advice and the
investment service of portfolio management to clients, investment firms are paid or provided
any fees, commissions or any monetary benefits by any third party or a person acting on behalf
of a third party, they shall allocate and transfer the full amount of these fees, commissions or
benefits to each individual client without undue delay after receiving them.

(6) Investment firms shall set up and implement a policy to comply with the obligations
under paragraph 5, and they shall periodically inform clients about the fees, commissions or
any monetary benefits transferred to them.

(7) Investment firms providing investment advice on an independent basis or the
investment service of portfolio management shall not accept non-monetary benefits other than
minor non-monetary benefits that are capable of enhancing the quality of service provided to
the client and are of a scale and nature such that they could not be judged to impair compliance
with the investment firm’s duty to act in the best interest of the client. The following minor
non-monetary benefits are acceptable only if they are:
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(a) information or documentation which relates to a financial instrument or an investment
service and is generic in nature or personalised to reflect the circumstances of an individual
client;

(b) written material from a third party that is commissioned and paid for by a corporate issuer
or potential issuer to promote a new issuance by the company, or where a third party is
contractually engaged and paid by the issuer to produce such material on an ongoing basis,
provided that the relationship is clearly disclosed in the material and that the material is
made available at the same time to any investment firms wishing to receive it or to the
general public;

(c) participation in conferences, seminars and other training events on the benefits and features
of a specific financial instrument or an investment service;

(d) hospitality of a reasonable de minimis value, such as food and drink during a business
meeting or a conference, seminar or other training events mentioned under subparagraph
(c); and

(e) other minor non-monetary benefits which are capable of enhancing the quality of service
provided to a client and, having regard to the total level of benefits provided by one entity
or group of entities, are of a scale and nature that are unlikely to impair compliance with
an investment firm’s duty to act in the best interest of the client.

(8) Acceptable minor non-monetary benefits shall be reasonable and proportionate and
of such a scale that they are unlikely to influence the investment firm’s behaviour in any way
that is detrimental to the interests of the relevant client.

(9) Disclosure of minor non-monetary benefits shall be made prior to the provision of
the relevant investment or ancillary services to clients. Minor non-monetary benefits may be
described in a generic way.

(10) The information about all costs and charges referred to in paragraph 1, including
costs and charges in connection with the investment service and the financial instrument, which
are not caused by the occurrence of underlying market risk, shall be aggregated to allow the
client to understand the overall cost as well as the cumulative effect on return of the investment,
and where the client so requests, an itemised breakdown shall be provided. Where applicable,
such information shall be provided to the client on a regular basis, at least annually, during the
life of the investment.

(11) Where the agreement to buy or sell a financial instrument is concluded using a
means of distance communication which prevents the prior delivery of the information on costs
and charges referred to in paragraph 1(d), the investment firm may provide the information on
costs and charges in electronic format without undue delay after the conclusion of the
transaction, provided that both of the following conditions are met:

(a) the investment firm has given the client the option of delaying the conclusion of the
transaction until the client has received the information;

(b) the client has consented to receiving the information without undue delay after the
conclusion of the transaction.

(12) Investment firms shall provide all information required to be provided by this Act
to clients or potential clients in electronic format, except where the client or potential client is
a retail client or potential retail client who has requested receiving the information on paper, in
which case that information shall be provided by the investment firm on paper, free of charge.
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(13) Investment firms shall, prior to concluding a transaction, inform clients that they
have the option of receiving the information referred to in paragraph 1, including the
information on compliance with the requirements set out in paragraph 11, over the phone.

(14) Investment firms shall inform retail clients or potential retail clients that they have
the option of receiving the information referred to in paragraph 13 on paper.

(15) Investment firms shall inform existing retail clients that receive the information
required to be provided by this Act on paper of the fact that they will receive that information
in electronic format at least eight weeks before sending that information in electronic format.
Investment firms shall inform those existing retail clients that they have the choice either to
continue receiving information on paper or to switch to information in electronic format.
Investment firms shall also inform existing retail clients that an automatic switch to the
electronic format will occur if they do not request the continuation of the provision of the
information on paper within that eight-week period. Existing retail clients who already receive
the information required to be provided by this Act in electronic format do not need to be
informed.

Section 73e
Repealed as from 3 January 2018

Section 73f

(1) When providing investment advice or the investment service of portfolio
management, investment firms shall obtain the necessary information regarding the client’s or
potential client’s knowledge and experience in the investment field relevant to the specific type
of financial instrument or investment or ancillary service, the client’s or potential client’s
financial situation including ability to bear losses, the client’s risk tolerance, and the client’s or
potential client’s investment objectives, so as to enable the investment firm to recommend to
the client or potential client the investment services and financial instruments that are suitable
for the client or potential client with respect to the client’s risk tolerance and ability to bear
losses.>®" When providing investment advice, an investment firm may recommend a package
of services or products bundled pursuant to Section 73b(19) only if the overall bundled package
is suitable.

(2) The investment firm shall provide the client with adequate reports on the service
provided in a durable medium. Those reports shall include periodic communications to clients,
taking into account the type and the complexity of financial instruments involved and the nature
of the service provided to the client and shall include, where applicable, the costs associated
with the transactions and services undertaken on behalf of the client.

(3) When providing investment advice, the investment firm shall, before the transaction
is made, provide the client with a statement on suitability in a durable medium specifying the
advice given and how that advice meets the preferences, objectives and other characteristics of
the retail client.
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(4) Where the agreement to buy or sell a financial instrument is concluded using a means
of distance communication which prevents the prior delivery of the suitability statement, the
investment firm may provide the written statement on suitability in a durable medium
immediately after the client is bound by any agreement, provided both the following conditions
are met:

(a) the client has consented to receiving the suitability statement without undue delay after the
conclusion of the transaction; and

(b) the investment firm has given the client the option of delaying the transaction in order to
receive the statement on suitability in advance.

(5) Where an investment firm provides the investment service of portfolio management
or has informed the client that it will carry out a periodic assessment of suitability, the periodic
report mentioned in paragraph 2 shall contain an updated statement of how the investment meets
the client’s preferences, objectives and other characteristics of the retail client.

(6) A series of transactions that are each suitable for a client when viewed in isolation
may be unsuitable if the recommendation or the decisions to trade are made with a frequency
that is not in the best interests of the client.

(7) When providing investment advice or portfolio management services that involve
switching of financial instruments, investment firms shall obtain the necessary information on
the client’s existing investment and shall analyse the costs and benefits of the switching of
financial instruments. When providing investment advice, investment firms shall inform the
client whether or not the benefits of the switching of financial instruments are greater than the
costs involved in such switching.

Section 73g

(1) Investment firms, when providing investment services other than those referred to
in Section 73f, shall ask the client or potential client to provide information regarding that
person’s knowledge and experience in the investment field relevant to the specific type of
financial instrument, investment service or ancillary service offered or demanded so as to enable
the investment firm to assess whether the client understands the risks involved in relation to the
financial instrument, investment service or ancillary service offered or demanded and whether
it is appropriate for the client. Where the investment firm provides a bundle of services or
products pursuant to Section 73b(22), the overall bundled package shall be suitable.

(2) Where the investment firm considers, on the basis of the information received under
the previous paragraph, that the financial instrument or investment service or ancillary service
is not appropriate to the client or potential client, the investment firm shall warn the client or
potential client. This warning may be provided in a standardised format.

(3) Where clients or potential clients do not provide the information referred to under
paragraph 1, or where they provide insufficient information regarding their knowledge and
experience, the investment firm shall warn them that the investment firm is not in a position to
determine whether the investment service, ancillary service or financial instrument envisaged
is appropriate for them. This warning may be provided in a standardised format.

Section 73h
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(1) When providing investment services under Section 6(1)(a) or (b), excluding the
granting of credits or loans as specified in Section 6(2)(b) that do not comprise existing credit
limits of loan, current accounts and overdraft facilities of clients, investment firms are not
subject to the requirements laid down in Section 73g where all the following conditions are
met:

(a) the investment services relate to any of the following financial instruments:

1. shares admitted to trading on a regulated market or on an equivalent market in a non-
Member State or on an MTF, where those are shares in companies, and excluding
shares in open-end funds and shares that embed a derivative; a market in a non-
Member State shall be considered to be equivalent to a regulated market if it complies
with requirements equivalent to those laid down in another act® and in a list drawn
up by the Commission;

2. money market instruments, excluding those that embed a derivative or incorporate a
structure which makes it difficult for the client to understand the risk involved;

3. bonds or other forms of securitised debt, admitted to trading on a regulated market
or on an equivalent market in a non-Member State or on an MTF, excluding those
that embed a derivative or incorporate a structure which makes it difficult for the
client to understand the risk involved,;

4. shares or units of standard funds and in European standard funds, excluding
structured standard funds and structured European standard funds as defined in other
legislation;58hca

5. structured deposits, excluding those that incorporate a structure which makes it
difficult for the client to understand the risk of return or the cost of exiting the product
before term;

6. other non-complex financial instruments for the purposes of this paragraph;><

(b) the investment service is provided at the initiative of the client or potential client;

(c) the client or potential client has been clearly informed that in the provision of that service
the investment firm is not required to assess the appropriateness of the financial instrument
or investment service provided or offered and that therefore the client or potential client
does not benefit from the corresponding protection of the rules laid down in this Act
governing the conduct of business with clients; such a warning may be provided in a
standardised format;

(d) the investment firm complies with its obligations under Section 71(1).

(2) If a credit agreement relating to residential immovable property, which is subject to
the provisions concerning creditworthiness assessment of consumers laid down in other
legislation,>®"* has as a prerequisite the provision to that same consumer of an investment
service in relation to mortgage bonds specifically issued to secure the financing of and having
identical terms as the credit agreement relating to residential immovable property, in order for
the loan to be payable, refinanced or redeemed, that service is not subject to the obligations set
out in Sections 73g and 73f.

Section 73i

Investment firms shall establish a record that includes all the documents agreed between
the investment firm and the client that set out the rights and obligations of the parties, and the
other terms on which the investment firm will provide investment services or ancillary services
to the client. The rights and obligations of the parties may also be stated in the record by
reference to other documents or legislation of general application.
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Sections 73j to 73l
Repealed as from 3 January 2018

Section 73m

In cases where an investment service is offered as part of a financial product which is
subject to the provisions of other legislation®" or Member States’ legislation related to credit
institutions and consumer credits and governing risk assessment of clients or disclosure
obligations, this investment service is not subject to the obligations set out in Section 73b to
73d provided that they have already been satisfied on the basis of those regulations.

Section 73n

(1) Where an investment firm receives an instruction to perform investment or ancillary
services on behalf of a client through the medium of another investment firm, it may rely on
the client information transmitted by the latter investment firm. The investment firm which
mediates the instruction will remain responsible for the completeness and accuracy of the
information transmitted.

(2) An investment firm that receives an instruction to undertake an investment service
or ancillary service on behalf of a client in the way described in paragraph 1 shall also be able
to rely on any recommendations in respect of the investment service or ancillary service or
transaction that have been provided to the client by another investment firm. The investment
firm which mediates the instruction will remain responsible for the reliability of the
recommendation.

(3) The provisions of paragraphs 1 and 2 are without prejudice to the fact that an
investment firm under this Act which receives client instructions through the medium of another
investment firm shall remain responsible for performing the investment service, or ancillary
service or transaction, based on any such information or recommendations, in accordance with
paragraphs 1 and 2.

Section 730

(1) Investment firms shall take all sufficient steps to obtain, when executing orders, the
best possible result for their clients taking into account price, costs, speed, likelihood of
execution and settlement, size, nature or any other consideration relevant to the execution of
the order. Nevertheless, where there is a specific instruction from the client the investment firm
shall execute the order following the specific instruction, and in doing so shall be deemed to
have fulfilled its obligation to obtain the best possible result for its client.

(2) Where an investment firm executes an order on behalf of a retail client, the best
possible result shall be determined in terms of the total consideration, representing the price of
the financial instrument and the costs related to execution, including execution venue fees,
clearing and settlement fees and any other fees paid to third parties involved in the execution
of the order. Where there is more than one competing to venue to execute an order for a financial
instrument, in order to assess the provision of the best possible results for the client, account
shall be taken of the investment firm’s own commissions and costs for executing the order on
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each of execution venues listed in its order execution policy which is capable of executing that
order.

(3) Investment firms shall not receive any remuneration, discount or non-monetary
benefit for routing client orders to a particular trading venue or execution venue which would
infringe the requirements on conflicts of interest or on the receipt and payment of fees,
commissions or non-monetary benefits.

(4) For financial instruments subject to the trading obligation laid down in other
legislation, 8" each trading venue and systematic internaliser and for other financial instruments
each execution venue shall make available to the public, without any charges, data relating to
the quality of execution of transactions8"2 on that venue on at least an annual basis. Following
execution of a transaction on behalf of a client, the investment firm shall inform the client where
the order was executed. Periodic reports shall include details about price, costs, speed and
likelihood of execution for individual financial instruments.

(5) Investment firms shall demonstrate to their clients, at their request, that they have
executed their orders in accordance with the investment firm’s execution policy and shall
demonstrate to Narodna banka Slovenska, at its request, their compliance with this obligation.

Section 73p

(1) An investment firm shall establish and implement an order execution policy that
allows it to obtain, for its client orders, the best possible result in accordance with Section 73o.
The order execution policy shall be reviewed at least annually and whenever a material change
occurs that affects the ability of the investment firm to continue to obtain the best possible result
for the execution of its client orders.

(2) The order execution policy shall include, in respect of each class of instruments,
information on the different venues where the investment firm executes its client orders and the
factors affecting the choice of execution venue. It shall at least include those venues that enable
the investment firm to obtain on a consistent basis the best possible result for the execution of
client orders.

(3) Investment firms shall provide appropriate information to their clients on their order
execution policy and shall obtain the prior consent of their clients to the order execution policy.
That information shall explain clearly, in sufficient detail and in a way that can be easily
understood by clients, how orders will be executed by the investment firm for the client.

(4) Where the order execution strategy provides for the possibility that client orders may
be executed outside a regulated market, an MTF or an OTF, the investment firm shall inform
its clients about this possibility. An investment firm shall obtain a client’s prior express consent
before proceeding to execute his order outside a regulated market, an MTF or an OTF; this
consent may be granted to the investment firm either in the form of a general agreement or in
respect of individual transactions.

(5) Investment firms shall monitor the effectiveness of their order execution

arrangements and order execution policy in order to identify and correct any deficiencies. In
particular, they shall assess, on a regular basis pursuant to other legislation,"™ whether the
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execution venues included in the order execution policy provide for the best possible result for
the client or whether they need to make changes to their order execution arrangements.
Investment firms shall notify clients of any material changes to their order execution
arrangements or order execution policy. Investment firms that execute client orders shall
summarise and make public on an annual basis, for each class of financial instruments, the top
five execution venues in terms of trading volumes where they executed client orders in the
preceding year and information on the quality of execution obtained. 58

(6) Investment firms shall demonstrate to their clients, at their request, that they have
executed their orders in accordance with the firm’s order execution policy.

Section 73r
Repealed as from 3 January 2018

Section 73s

An investment firm which, under its authorisation to provide investment services, is
authorised to provide the investment service mentioned in Section 6(1)(b) shall implement
procedures and arrangements which provide for the prompt, fair and expeditious execution of
client orders, relative to other client orders or the trading interests of the investment firm. Those
procedures or arrangements shall allow for the execution of otherwise comparable client orders
in accordance with the time of their reception by the investment firm.

Section 73t

In the case of a client limit order in respect of shares admitted to trading on a regulated
market or traded on a trading venue which are not immediately executed under prevailing
market conditions, the investment firm shall, unless the client expressly instructs otherwise,
take measures to facilitate the earliest possible execution of that order by making public
immediately that client limit order in a manner which is easily accessible to other market
participants.®®"" Investment firms may comply with that obligation by transmitting the client
limit order to a trading venue. Narodna banka Slovenska may waive the obligation to make
public a limit order that is large in scale compared with normal market size as determined under
other legislation.®®" ‘Limit order’ means an order to buy or sell a financial instrument at its
specified price limit or better and for a specified size.

Section 73u

(1) An investment firm which, under its authorisation to provide investment services, is
authorised to provide the investment service mentioned in Section 6(1)(a), (b) or (c) may bring
about or enter into transactions with eligible counterparties without being obliged to comply
with the provisions of Sections 73b to 73m and 730 to 73t, with the exception of Section 73d(13)
to (15), in respect of those transactions or in respect of any ancillary service directly related to
those transactions.

(2) For the purposes of paragraph 1, the following shall be recognised as eligible
counterparties:
(a) investment firms and foreign investment firms;
(b) banks and foreign banks;
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(c) insurance undertakings, foreign insurance undertakings and insurance undertakings from
another Member State;

(d) asset management companies, foreign asset management companies, investment funds,
European funds, foreign investment firms and foreign investment funds;

(e) pension fund management companies, supplementary pension companies, pension funds,
supplementary pension funds, and similar foreign companies and funds;

(f) other financial institutions authorised or regulated under the law of the European Union or
a Member State;

(g) persons mentioned in Section 54(3)(i) and (j);

(h) public authorities of the Slovak Republic or other countries, including the Debt and
Liquidity Management Agency, which are charged with performing certain activities
related to the management of public debt and liquidity in accordance with other
legislation,** and authorities of other countries that are charged with or intervene in the
management of public debt;

(i) Narodna banka Slovenska, other national central banks, and the European Central Bank;

(1) international organisations;

(k) professional clients as referred to in Section 8a(2)(a) to (c) which are not already mentioned
in points (a) to (j);

() professional clients as referred to in Section 8a(2)(e), at their request, only in respect of the
investment services or ancillary services or transactions for which that client could be
treated as a professional client.

(3) An investment firm, when it enters into a transaction in accordance with paragraph
1 with a person mentioned in paragraph 2(k) or (I) shall obtain the confirmation from the
prospective counterparty that it agrees to be treated as an eligible counterparty. This
confirmation may be issued in the form of a general agreement or in respect of each individual
transaction.

(4) An eligible counterparty under paragraph 2(a) to (j) may request either on a general
form or on a trade-by-trade basis, treatment as clients whose business with the investment firm
is subject to the provisions of Sections 73b to 73m and 730 to 73t. This request may be granted
to the investment firm either in the form of a general agreement or in respect of each individual
transaction. Where, in the request mentioned in the first sentence, the eligible counterparty does
not expressly request treatment as a retail client, the investment firm shall treat that eligible
counterparty as a professional client. However, where that eligible counterparty expressly
requests treatment as a retail client, the provisions in respect of requesting retail treatment
specified in Section 8a apply.

(5) In the event of a transaction where the prospective counterparties are located in
different jurisdictions, the investment firm shall defer to the status of the other undertaking as
determined by the law or measures of the Member State in which that undertaking is
established.

(6) In their relationship with eligible counterparties, investment firms shall act honestly,
fairly and professionally and communicate in a way which is fair, clear and not misleading,
taking into account the nature of the eligible counterparty and of its business. >89

Section 73v
Services provided to professional clients
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(1) The requirements laid down in Section 73d(1)(d) do not apply to services provided to
professional clients except for investment advice and portfolio management.

(2) The requirements laid down in Section 73f(2) to (7) do not apply to services provided
to professional clients, unless requested by those clients from the investment firm either in
electronic format or on paper.

(3) Investment firms shall keep a record of the client requests referred to in paragraph 2
submitted on paper.

Section 74

Investment firms shall meet the own funds requirements laid down in other legislation®c2
at all times.

Section 74b

(1) The scope and method of information disclosure by investment firms is laid down
in other legislation.%82

(2) Narodna banka Slovenska may require investment firms that do not meet the
conditions for qualifying as small and non-interconnected investment firms and investment
firms set out in other legislation®®2:

(a) to publish the information referred to in other legislation® more than once a year and to
set deadlines for that publication;

(b) to use specific media and locations, in particular the investment firms’ websites, for
publications other than the financial statements.

(3) Narodna banka Slovenska may require parent investment firms to publish annually
in respect of the investment firm group, either in full or by way of references to equivalent
information, the information referred to in Section 71d(1) to (3) and a list of shareholders with
a qualifying holding.

(4) Investment firms whose average value of on and off-balance sheet assets exceeds
EUR 100,000,000 over the four-year period immediately preceding the given financial year
shall disclose the information referred to in other legislation®®® in accordance with other
legislation. 5%

Section 74c

(1) Investment firms which do not meet the conditions for qualifying as small and non-
interconnected investment firms shall have in place sound, effective and comprehensive
arrangements, strategies and processes to assess and maintain on an ongoing basis the amounts,
types and distribution of internal capital and liquid assets that they consider adequate to cover
the nature and level of risks which they may pose to others and to which the investment firms
themselves are or might be exposed.
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(2) The arrangements, strategies and processes referred to in paragraph 1 shall be
appropriate and proportionate to the nature, scale and complexity of the activities of the
investment firm concerned.

(3) Investment firms which do not meet the conditions for qualifying as small and non-
interconnected investment firms shall perform a regular internal review of the arrangements,
strategies and processes referred to in paragraph 1.

(4) Small and non-interconnected investment firms shall, upon request of Narodna
banka Slovenska, apply the requirements referred to in paragraph 1.

Section 74e
Additional own funds requirement

(1) Narodna banka Slovenska shall impose an additional own funds requirement only
where, on the basis of the reviews carried out in accordance with Section 135(8) to (17) and
Section 144(1)(m), it ascertains any of the following situations for an investment firm:

(a) the investment firm is exposed to risks or elements of risks, or poses risks to others that are
material and are not covered or not sufficiently covered by the own funds requirement, and
especially the requirement set out in other legislation;8

(b) the investment firm does not meet the requirements set out in Sections 71d and 74¢(1) and
other supervisory measures are unlikely to be sufficient to ensure compliance with those
requirements within an appropriate timeframe;

(c) the valuation adjustments pursuant to Section 75 are insufficient to enable the investment
firm to sell or hedge out its positions within a short period without incurring material losses
under normal market conditions;

(d) non-compliance with the requirements for the application of the permitted internal models
set out in Section 135(12) to (16) will likely lead to inadequate levels of own funds;

(e) the investment firm repeatedly fails to establish or maintain an adequate level of additional
own funds as set out in Section 74f.

(2) For the purposes of paragraph 1(a), risks or elements of risks shall be considered not
to be covered or to be insufficiently covered by the own funds requirements set out in other
legislation®®@ only where the amounts, types and distribution of capital considered adequate
by Narodna banka Slovenska, taking into account the level of own funds set internally by the
investment firm in accordance with Section 74c¢(1), are higher than the investment firm’s own
funds requirement set out in other legislation.%8

(3) For the purposes of paragraph 2, the own funds considered to be adequate may
include some or all risks or elements of risks that are explicitly excluded from the own funds
requirement set out in other legislation.%®

(4) Narodna banka Slovenska shall determine the level of the additional own funds
required pursuant to Section 144(1)(m) as the difference between the own funds considered
adequate pursuant to paragraphs 2 and 3 and the own funds requirement set out in other
legislation.5®°

(5) Investment firms shall meet the additional own funds requirement imposed by

Nérodna banka Slovenska in accordance with Section 144(1)(m) with own funds subject to the
following conditions:
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(a) at least three-quarters of the additional own funds requirement is met with Tier 1 capital,

(b) at least three-quarters of the Tier 1 capital is composed of Common Equity Tier 1 capital;

(c) those own funds are not used to meet any of the own funds requirements set out in other
legislation.58icP

(6) Narodna banka Slovenska shall substantiate its decision to impose an additional own
funds requirement as referred to in Section 144(1)(m) by giving a clear account of the full
assessment of the elements referred to in paragraphs 1 to 5. Where Narodna banka Slovenska
imposes an additional own funds requirement pursuant to Section 144(1)(m) on the grounds
referred to in paragraph 1(d), it shall include a specific statement of why the recommendation
on additional own funds issued in accordance with Section 74f is no longer considered
sufficient.

(7) Narodna banka Slovenska may impose an additional own funds requirement in
accordance with paragraphs 1 to 6 on small and non-interconnected investment firms.

(8) Where Narodna banka Slovenska imposes on an investment firm an additional own
funds requirement in accordance with Section 144(1)(m) or an additional own funds
requirements in accordance with Section 74f(2), it shall notify the Resolution Council.

Section 74f

(1) Commensurate with the size, systemic importance, nature, scale and complexity of
activities of investment firms that do not meet the conditions for qualifying as small and non-
interconnected investment firms, Narodna banka Slovenska may require such investment firms
to maintain internally calculated levels of own funds which are sufficiently above the own funds
requirements set out in other legislation® and in this Act, including the additional own funds
requirement referred to in Section 144(1)(m), to ensure that cyclical economic fluctuations do
not lead to a breach of those requirements or threaten the ability of the investment firm to wind
down and cease authorised activities in an orderly manner.

(2) Narodna banka Slovenska shall, on the basis of a review of the level of own funds
that has been calculated in accordance with paragraph 1, communicate the conclusions of that
review to the investment firm concerned, including any expectation for adjustments to the level
of own funds and the date by which the required adjustment should be completed.

Section 74g
Specific liquidity requirements

(1) Narodna banka Slovenska shall impose a specific liquidity requirement only where,
on the basis of the reviews carried out in accordance with Section 135(8) to (17) and Section
144(1)(af), it concludes that an investment firm that does not meet the conditions for qualifying
as a small and non-interconnected investment firm or that meets the conditions for qualifying
as a small and non-interconnected investment firm but has not been exempted from liquidity
requirement in accordance with other legislation®®® is in one of the following situations:

(a) the investment firm is exposed to liquidity risk or elements of liquidity risk that are material
and are not covered or not sufficiently covered by the liquidity requirement set out in other
legislation;®e2 or
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(b) the investment firm does not meet the requirements set out in Sections 71d and 74c(1) of
this Act and other measures are unlikely to be sufficient to ensure compliance with those
requirements within an appropriate timeframe.

(2) For the purposes of paragraph 1(a), liquidity risk or elements of liquidity risk shall
be considered not to be covered or to be insufficiently covered by the liquidity requirement set
out in other legislation®¢ only where the amounts and types of liquidity considered adequate
by Narodna banka Slovenska on the basis of the supervisory review of the assessment of own
funds carried out by investment firms in accordance with Section 74c(1) are higher than the
investment firm’s liquidity requirement set out in other legislation.58e

(3) Narodna banka Slovenska shall determine the level of the specific liquidity required
pursuant to Section 144(1)(af) as the difference between the liquidity considered adequate
pursuant to paragraph 2 and the liquidity requirement set out in other legislation. 58

(4) Investment firms shall meet the specific liquidity requirements referred to in Section
144(1)(af) with liquid assets as set out in other legislation. 5%

(5) Narodnad banka Slovenska shall substantiate its decision to impose a specific
liquidity requirement as referred to in Section 144(1)(af) by giving a clear account of the full
assessment of the elements referred to in paragraphs 1 to 3.

Commercial documentation
Section 75

(1) Investment firms shall arrange for records to be kept of all investment services,
investment activities and ancillary services, systems and processes pursuant to this Act and
other legislation,°® and transactions undertaken by them which shall be sufficient to enable
Narodna banka Slovenska to fulfil its supervisory tasks and in particular to ascertain that the
investment firm has complied with all obligations under other legislation®®" including those
with respect to clients or potential clients and to the integrity of the market.

(2) The records referred to in paragraph 1 shall include the recording of telephone
conversations or electronic communications relating to, at least, transactions concluded when
dealing on own account and the provision of client order services that relate to the reception,
transmission and execution of client orders. Such telephone conversations and electronic
communications shall also include those that are intended to result in transactions concluded when
dealing on own account or in the provision of client order services that relate to the reception,
transmission and execution of client orders, even if those conversations or communications do not
result in the conclusion of such transactions or in the provision of client order services.

(3) Investment firms shall take all reasonable steps to record relevant telephone
conversations and electronic communications, made with, sent from or received by equipment
provided by the investment firm to an employee or contractor or the use of which by an employee
or contractor has been accepted or permitted by the investment firm. Investment firms shall notify
new and existing clients that telephone communications or conversations between the investment
firm and its clients that result or may result in transactions will be recorded. Such a notification
may be made once, before the provision of investment services to new and existing clients.
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(4) Investments firms shall not provide, by telephone, investment services and activities to
clients who have not been notified in advance about the recording of their telephone
communications or conversations, where such investment services and activities relate to the
reception, transmission and execution of client orders. Orders may be placed by clients through
other channels, however such communications must be made in a durable medium such as mails,
faxes, emails or documentation of client orders made at meetings. In particular, the content of
relevant face-to-face conversations with a client may be recorded by using written minutes or
notes. Such orders shall be considered equivalent to orders received by telephone.

(5) Investment firms shall take all reasonable steps to prevent an employee or contractor
from making, sending or receiving relevant telephone conversations and electronic
communications on privately-owned equipment which the investment firm is unable to record or
copy. The records kept shall be provided to the client involved upon request and shall be kept for
a period of five years and, where requested by Narodna banka Slovenska, for a period of up to
seven years.

(6) Investment firms shall maintain a trading book and make daily entries therein of
positions in individual financial instruments and commodities which they hold for trading or
for hedging of their financial instrument or commodity transactions recorded in the trading
book, provided that these financial instruments or commaodities are negotiable or that these
financial instrument or commodity transactions can be hedged. In maintaining a trading book,
investment firms shall follow the same procedure as that laid down for banks in other
legislation.®8 Requirements for how to manage the trading book and the obligation to comply
with them shall be specified by the investment firm in an internal regulation. Details for the
maintenance of investment firms’ trading books shall be set out in a decree, to be published in
the Collection of Laws, which may be issued by Narodna banka Slovenska.

(7) The provisions of paragraph 1 to 6 apply equally to branches of foreign investment
firms.

(8) Investment firms providing investment services for clients as part of long-term
portfolio investment shall keep records of transactions executed in each client’s portfolio in
such a way that it is possible to document and retrace all the transactions. Where investment
firms provide clients with investment services in addition to services related to long-term
portfolio investment, the records under the first sentence shall be kept in such a way that it is
possible to differentiate the transactions related to the long-term portfolio investment from the
other transactions. The investment firm shall store these records in the manner stipulated in
paragraph 4 from when the client’s long-term portfolio investment commences until the end of
the period in which a tax under other legislation®' may be imposed on the client. If there is a
breach of the conditions under Section 7(11), the investment firm shall transmit these records
to the tax authority and the client without undue delay; this is without prejudice to the provisions
of other legislation.%®"

(9) Investment firms shall arrange for records to be kept in relation to the matters referred
to in paragraph 10 and Section 71a(2) to (4) and shall ensure that those records be sufficient to
enable Narodna banka Slovenska to monitor compliance with the requirements of this Act and
other legislation.1%3
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(10) Investment firms that engage in a high-frequency algorithmic trading technique shall
store in an approved form accurate and time sequenced records of all their placed orders, including
cancellations of orders, executed orders and quotations on trading venues and shall make them
available to Narodna banka Slovenska upon request.

(11) Investment firms shall arrange for records to be kept in relation to the matters referred
to in Section 71a(7) to (10) and shall ensure that those records be sufficient to enable Narodna
banka Slovenska to monitor compliance with the requirements of this Act.

Section 76

(1) In addition to financial statements prepared under other legislation,* an investment
firm shall also prepare interim financial statements as at the end of each calendar quarter.

(2) An investment firm which is not a bank is obligated to inform Narodna banka
Slovenska in writing which auditor or auditing company has been approved to examine the
financial statements, and shall do so by 30 June of the calendar year or before the half of the
accounting period, for which the audit is to be performed. Narodna banka Slovenska has the
option of rejecting the choice of an auditor or of an auditing company before 31 August of such
calendar year or within eight months after the start of the accounting period following delivery
of the notification. Where the investment firm was issued with an authorisation to provide
investment services during the course of the calendar year, the notification shall be given within
three months from the effective date of the decision to issue the authorisation to provide
investment services. In that case, Narodna banka Slovenska has the option of refusing the
auditor or the auditing company within 30 days following delivery of the notification. Within
45 days after the decision on refusal took effect, the investment firm is obligated to inform
Narodna banka Slovenska in writing of a new auditor or auditing company. If Narodna banka
Slovenska refuses even the choice of another auditor or auditing company, Narodna banka
Slovenska shall appoint an auditor or an auditing company to examine the financial statements.

(3) An auditor examining the financial statements of an investment firm shall promptly
notify Narodna banka Slovenska of any fact found during an audit, which:
(@ indicates a breach of the investment firm’s duties arising from relevant laws and other
generally applicable legislation;
(b) may affect the proper operation of the investment firm; or
(c) result in the rejection of the annual financial statements or expression of reservations.

(4) Paragraph 3 applies equally to auditors examining the financial statements of persons
that together with the investment firm constitute a closely linked group.

(5) An entity may not be selected as an auditor if it has a special relationship with the
investment firm in the meaning of Section 87(8)(a) to (g), (i) and (j), for the reasons set out in other
legislation,®® or if it fails to meet the obligations laid down in paragraph 3. The same applies to a
natural person performing audit activities in the name of an auditing company.

(6) On the written request of Narodna banka Slovenska, an auditor or auditing company
shall provide documents on the matters set out in paragraph 3, and other information and source
documents discovered during the performance of their activity at the investment firm, which
are closely related to the facts referred to in paragraph 3.
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(7) An investment firm shall ensure that its auditor reports at least annually to Narodna
banka Slovenska on the adequacy of the investment firm’s arrangements under Sections 71h to
71k.

(8) An auditor examining the financial statements and the consistency of data from the
annual report with data in the financial statements of the investment firm shall ensure verification
of data accuracy also under Section 77(2)(f) to (k).

Reporting obligation of an investment firm
Section 77

(1) Foreign investment firms shall submit to the Ministry and Néarodna banka Slovenska,
within two months from the end of each half of the accounting period, a report on their financial
performance (hereinafter the ‘mid-year report”) and shall file in the public section of the financial
statements register,®% within four months from the end of the accounting period, the annual
report and auditor’s report. Investment firms and foreign investment firms shall submit to Narodna
banka Slovenska, by 30 June of the year following the calendar year for which audit was carried
out, a sheet of auditor’s recommendations to the management of the investment firm.

(2) Anannual report shall include:
(@) audited financial statements;
(b) areport on financial situation which states the following information:

1. a comparative table with data from the balance sheet and the income statement of
the consolidated accounts for the past two accounting periods, if prepared by the
investment firm, the procedures used to produce the consolidated accounts, the
business name, registered office and identification number of the corporate entities
included in the consolidated accounts;

2. asummary of bank loans and other credits received, and information on their
maturity broken down into short-term credits and long-term credits;

3. the class, type, form, number and nominal value of issued and unpaid securities and
a description of the rights attached thereto; additionally for bonds, the
commencement date of their issue, the redemption date of their nominal value, the
method of determining yields thereon and the date of their payment, guarantees for
the redemption of the nominal value or the payment of the yields thereon, including
identification information on any persons who have assumed such guarantees;

4. the number and nominal value of issued bonds to which is attached a right to
request, within a time period stated therein, the issue of shares, and the procedures
under which they may be exchanged for shares;

(c) information on the distribution of profits or the settlement of a loss;

(d) economic and financial projections for the next calendar year;

(e) indication of nature of activity and geographic location;

(f) vyields;

(9) number of employees in employment on a full time equivalent basis as at the date of the
financial statements;

(h) profit or loss before tax;

(i) income tax;

(1) public subsidies received.
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(3) Where an investment firm has established a branch or subsidiary that is a financial
institution as defined in other legislation®% in another Member State or in a non-Member State,
it shall disclose the information referred to in paragraph 2(e) to (j) by the other Member State or
non-Member State.

(4) If the financial statements are not audited within the period laid down in paragraph 1,
the investment firm or foreign investment firm shall file the auditor’s report in the public section
of the financial statements register at the latest within one month after receiving it, but no later
than one year after the end of the accounting period.

(5) A mid-year report shall comprise:
(@) financial statements for the past half year and the auditor’s opinion, if the financial statements
have been audited,
(b) report on the financial situation in the extent specified in paragraph 2(b) for the past half year;
(c) description of any major factors which have influenced the issuer’s business performance in
the period covered by the mid-year report;
(d) economic and financial projections for the next calendar half year.

(6) Investment firms shall notify Narodna banka Slovenska without undue delay of any
changes in their financial situation and other circumstances that may affect their ability to meet
their liabilities towards clients.

(7) Investment firms and branches of foreign investment firms shall provide Narodna
banka Slovenska information from their accounting and statistical books in the form of statements,
reports or summaries in the manner and within dates set for that purpose; such disclosure shall not
be deemed a breach of the duty of confidentiality pursuant to Section 134. The extent, manner and
dates for such reporting shall be specified by a decree to be issued by Narodna banka Slovenska
and promulgated in the Collection of Laws.

(8) Investment firms and branches of foreign investment firms shall prepare and present to
Narodna banka Slovenska statements, reports and other disclosures in a manner and within dates
set for that purpose. The content, form, layout, dates, manner and place for such reporting shall be
specified by a decree to be issued by Narodna banka Slovenska and promulgated in the Collection
of Laws. The data and information shown in the statements, reports and other disclosures shall be
comprehensible, easy-to-follow, supported by evidence, give a true picture of the facts reported,
and be delivered in time. If the statements, reports and other disclosures do not comply with the
applicable methodology, or if there is a reasonable doubt as to whether they are correct and
complete, the investment firm or branch of a foreign investment firm concerned shall be required,
at the request of Narodna banka Slovenska, to provide necessary supporting documents and
necessary explanations in a period set by Narodna banka Slovenska.

(9) The Ministry may, for the purposes of exercising its functions and performing its tasks
pursuant to this Act and other legislation,*”' as well as for statistical purposes, require an interest
grouping of investment firms and branches of foreign investment firms to supply opinions,
explanations and other supporting documents and information related to the activities of that
interest grouping, or to the activities of its members. The interest grouping concerned may, for the
purposes of such cooperation with the Ministry, collect and process supporting documents and
information from its members with a view to submitting them to the Ministry.
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Section 78
Policies of asset managers for engagement
in the exercise of shareholder rights

(1) Asset managers’ policies for engagement in the exercise of shareholder rights
(hereinafter ‘engagement policies’) shall determine how asset managers integrate the exercise
of shareholder rights in their investment strategy. The engagement principles shall describe how
asset managers monitor investee joint-stock companies whose shares are admitted to trading on
a regulated market on relevant matters, including strategy, financial and non-financial
performance and risk, capital structure, social and environment impact, and corporate
governance, conduct dialogues with investee companies, exercise voting rights and other rights
attached to shares, cooperate with other shareholders, communicates with relevant stakeholders
of investee joint-stock companies, and manage actual and potential conflicts of interest in
relation to their engagement in the exercise of shareholder rights.

(2) Asset managers shall:
a) establish, disclose pursuant to paragraph 5, and comply with engagement principles;
b) disclose pursuant to paragraph 5 a clear and reasoned explanation why they have decided
not to establish an engagement policy or any part of such policy.

(3) For the purposes of this Act, ‘asset manager’ means an investment firm that provides
portfolio management services to investors.

(4) Asset managers that have established an engagement policy shall, on an annual basis,
disclose how their engagement policy has been implemented, including a general description
of voting behaviour, an explanation of the most significant votes and the use of proxy advisers.
Asset managers under the first sentence shall also disclose how they have cast votes in the
general meetings of joint-stock companies in which they hold shares; such disclosure may
exclude votes that that are insignificant due to the subject matter of the vote or the size of the
holding in the company.

(5) The information referred to in paragraphs 1 to 4 shall be available free of charge on
the asset manager’s website.

(6) The provisions of paragraphs 1 to 5 are without prejudice to the provisions of Section
711

Section 78a

(1) Asset managers shall disclose, on an annual basis, to the institutional investor with
which they have concluded a contract under another act,%°* how their investment strategy and
implementation thereof complies that contract and contributes to the medium to long-term
performance of the assets of the institutional investor or of the investment fund. Such disclosure
shall include reporting on the key material medium to long-term risks associated with the
investments, on portfolio composition, turnover and turnover costs, on the use of proxy advisers
for the purpose of engagement activities, and their policy on securities lending and how it is
applied to fulfil engagement activities if applicable, particularly at the time of the general
meeting of the investee joint-stock companies. Such disclosure shall also include information
on whether and, if so, how they make investment decisions based on evaluation of medium to
long-term performance of the investee joint-stock company, including non-financial
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performance, and on whether and, if so, which conflicts of interest have arisen in connection
with engagement activities and how the asset managers have dealt with them.

(2) Where the information disclosed pursuant to paragraph 1 is already publicly
available, the asset manager is not required to provide the information to the institutional
investor directly.

(3) For the purposes of paragraphs 1 and 2, ‘institutional investor’ means an insurance
undertaking conducting life insurance business, or a reinsurance undertaking conducting
reinsurance business in respect of life-insurance obligations, or a supplementary pension fund
management company.

Section 79

(1) A legal person or a natural person which has decided to cancel qualified participation
in an investment firm or to reduce an interest in the share capital or voting rights of an
investment firm below 20%, 30% or 50%, or so that the investment firm ceases to be its
subsidiary company, shall notify the fact to Narodna banka Slovenska in writing.

(2) A notification pursuant to paragraph 1 shall contain:
(@) name, personal identification number, and permanent residence, if a natural person, or business
name, identification number, and registered office, if a legal person;
(b) the extent to which the legal or natural person intends to reduce its interest pursuant to
paragraph 1 in the share capital of an investment firm.

(3) An investment firm shall notify Narodna banka Slovenska of any change in its share
capital, which results in the interest of a single person, or several persons acting in concert,>
growing above 10%, 20%, 30%, or 50%, or in the interest of a single person, or several persons
acting in concert,* falling below 50%, 30%, 20%, or 10%, without undue delay after becoming
aware of the fact.

(4) An investment firm shall submit a list of its shareholders to the Ministry and Narodna
banka Slovenska by 31 March of a calendar year.

Section 79a

(1) Banks and foreign banks may provide investment services, investment activities and
ancillary services where these are stated in their banking authorisation.

(2) The provisions of Sections 61a(1), (2), (4) to (9), 71 to 71n, 71p, 73 to 73u, 75, 76,
80 to 98, 104, 135, 135a and 144 and the provisions of another act®" shall also apply to banks
and foreign banks which provide one or more investment services unless otherwise provided
by this Act. Banks and foreign banks that provide one or more investment services on the basis
of the freedom to provide services as provided for under other legislation®® are subject to the
provisions of Sections 62 to 66, 67(2) to (4), 68, 75, 104, 135, 135a and 144 and other
legislation.5%

(3) The freedom to provide service within the European Economic Area shall not extend
to the provision of investment services as counterparty in transactions carried out by public
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authorities charged with the management of public debt or by members of the European System
of Central Banks performing their tasks as provided for by the Treaty on the Functioning of the
European Union and the Statute of the European System of Central Banks and of the European
Central Bank or performing equivalent functions in accordance with the laws of a Member
State.

(4) The provisions of Sections 8a, 71 to 71n, 71p, 73b to 73v, and 76(7) and the
provisions on the operation of a multilateral trading facility and on requirements for
transparency in trading as set out in other legislation" apply equally to the performance of
activities in the territory of the Slovak Republic by foreign investment firms whose registered
office is in a non-Member State.

(5) When selling or advising clients in relation to structured deposits, banks, foreign
banks, investment firms and foreign investment funds are subject to the provisions of Sections
58, 61a, 63, 71, 71d to 71I, 73b to 73d, 73m, 73p, 73s, 73u, 75, 81, 135, 137, 144 and 1464, and
shall, for this purpose, contribute to the Investment Guarantee Fund established under Section
80.

Section 79b

(1) The activities and authorisation of approved publication arrangements (APAS) and
approved reporting mechanisms (ARMs) are governed by other legislation.®®

(2) Where, in accordance with other legislation,5® Narodna banka Slovenska authorises
and supervises the activities of an approved publication arrangement (APA) or an approved
reporting mechanism (ARM), it shall monitor the activities of that APA or ARM and obtain
information with the aim of assessing compliance with the conditions set out in other
legislation.t%ua

DIVISION FIVE
INVESTMENT GUARANTEE FUND
Section 80

(1) An Investment Guarantee Fund is hereby established (hereinafter ‘the Fund’), which
shall collect financial contributions (hereinafter ‘contributions’) of investment firms, branches
of foreign investment firms, asset management companies, and branches of foreign asset
management companies to provide compensation for inaccessible client assets received by an
investment firms, foreign investment firms, asset management companies, and foreign asset
management companies providing an investment service, and shall use the funds raised in
accordance with this Act.

(2) The Fund is a legal person registered in the Commercial Register. Detailed provision
on the activities of the Fund and its organisation shall be laid down by the statutes of the Fund in
accordance with this Act. The activities and tasks performed by the Fund under this Act shall not
be deemed business activities.®!2
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(3) The Fund is not a state fund as defined by another act.®*
Section 81

(1) For the purposes of this Act, client assets means funds, structured deposits and financial
instruments of a client entrusted to an investment firm or to a foreign investment firm in relation
to performing an investment service or ancillary service pursuant to Section 6(2)(a), including the
financial instruments and funds obtained for these values, if the client is:

(@) anatural person, including a natural person-entrepreneur;

(b) a foundation,®? non-investment fund,®® non-profit organisation providing generally beneficial
services,® civil association,% or an association of owners of residential and non-residential
premises;®

(c) alegal person other than those mentioned in subparagraph (b), except for:

1. a bank, insurance undertaking, supplementary pension insurance undertaking, asset
management company including investment fund assets, pension fund management
company including pension fund assets,®® investment firm other than a bank, central
depository, stock exchange, commodity exchange,®’ post office,®® legal person operating
lotteries or other games,®® the Export-Import bank of the Slovak Republic;™

2. a Slovak legal person not mentioned in point 1, or a foreign legal person with at least
a partly similar line of business as any of the legal persons listed in point 1;

3. alegal person not mentioned in points 1 and 2 which is required under another act™ to
have its financial statements audited,;

4. the state, a state budget-funded organisation, state budget-supported organisation, state
fund, town, higher territorial unit, and public administration authorities;

5. alegal person established by law not covered by points 1 to 4;

6. alegal person controlling an investment firm or a foreign investment firm or controlled in
the meaning of Section 138 by an investment firm or a foreign investment firm in which,
or in the branch of which, the client assets are maintained.

(2) Client assets pursuant to paragraph 1 are also deemed to include:

(@) joint client assets which, according to records made by an investment firm or foreign
investment firm before the client assets become inaccessible pursuant to Section 82(1), were
kept for several clients, with information on individual clients having at least the extent
specified in paragraph 5(a);

(b) assets in notarial custody with an investment firm or foreign investment firm, where the
eligible beneficiary of financial instruments or funds in custody is or should be an entity whose
assets are protected under this Act, if before the date the client assets become inaccessible
pursuant to Section 82(1), a notary administrating the notarial custody delivers a written notice
to the investment firm or foreign investment firm concerned containing information on eligible
beneficiaries at least in the extent specified in paragraph 4(a).

(3) Client assets as defined in paragraphs 1 and 2 shall be protected in the extent and under
terms and conditions specified in this Act.

(4) A client’s funds accepted by an investment firm or a branch of a foreign investment

firm and kept in accounts covered by protection under another act’* shall not constitute client
assets.
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(5) For the purposes of this Act, the following are not client assets:

(@) client assets which, according to records made by an investment firm or foreign investment
firm before the client assets become inaccessible pursuant to Section 82(1), were not kept for
the client with at least the following minimum extent of client information:

1. name, personal identification number or date of birth, and permanent residence of the
client, if a natural person;

2. name, identification number, if assigned, and registered office of the client, if a legal
person, whose client assets are protected under this Act, as well as the name, and permanent
residence of a person or persons constituting or participating in the statutory body of the
legal person;

(b) joint client assets in the case of which the conditions defined in paragraph 2(a), are not met;

(c) notarial custody in the case of which the conditions defined in paragraph 2(b), are not met.

Section 82

(1) Inaccessible client assets are client assets accepted by:
(a) an investment firm or foreign investment firm which has been declared incapable of meeting
its liabilities towards clients pursuant to Section 86(3);
(b) an investment firm or foreign investment firm whose use of client assets has been suspended
by a bankruptcy court order during the bankruptcy proceedings, provided that such an order
became executable before a declaration under Section 86(3).

(2) Securities and other financial instruments accepted by an investment firm pursuant
to paragraph 1 which the investment firm or foreign investment firm is able to return to the
client without damaging the claims of other clients, are not inaccessible client assets.

Section 83
Participation in client protection

(1) Investment firm authorised by Narodna banka Slovenska to provide investment
services shall participate in client protection pursuant to this Act and pay contributions to the Fund
for this purpose.

(2) Foreign investment firms shall participate in client protection and pay contributions

under this Act to the full extent if client assets received by their branches:

(@) are neither protected nor insured in the country in which the foreign investment firm has its
registered office; or

(b) are protected or insured in the country in which the foreign investment firm has its registered
office to a lesser extent than are client assets protected under this Act; this provision does not
apply to branches of foreign investment firms providing investment or ancillary services or
performing investment activities in the territory of the Slovak Republic under the freedom to
provide services.

(3) Foreign investment firms are not required to participate in client protection pursuant to
this Act where client assets received by a branch of the foreign investment firm are protected in
the country in which the foreign investment firm has its registered office at least to the extent that
client assets are protected under this Act, and providing that reciprocity is guaranteed; this
provision does not apply to branches of foreign investment firms providing investment or
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ancillary services or performing investment activities in the territory of the Slovak Republic
under the freedom to provide services.

(4) The obligation to participate in client protection does not apply to investment firms
whose registered office is in the Slovak Republic in respect of client assets received by the firm’s
branch in a country in which the protection or insurance of client assets is required by the law of
that country, irrespective of the client protection scheme applied in the Slovak Republic.

(5) Compensation for inaccessible client assets in a branch of a foreign investment firm
which participates in client assets protection or insurance in the country in which the founding
foreign investment firm has its registered office may not be higher than compensation provided
under this Act.

(6) The obligation of an investment firm and a foreign investment firm to participate in
client protection under this Act arises on the date a decision to grant it an authorisation to provide
investment services comes into force, unless otherwise provided by this Act.

(7) The level and extent of client protection under this Act may not be used for economic
competition or advertising purposes;’® this prohibition applies equally to any differences
regarding the extent and the level of client protection in the Member States. This is without
prejudice to the provisions of Section 98.

(8) The provisions of this Act which apply to investment firms apply equally to foreign
investment firms pursuant to paragraph 2, unless individual provisions of this part contain separate
provisions concerning foreign investment firms; the provisions of this part apply equally to asset
management companies and foreign asset management companies where an obligation to
participate in client protection is imposed upon them by another act.”?

Section 83a

(1) An investment firms which participates in a client protection scheme in the meaning of
this Act and which, owing to a merger or acquisition by a foreign investment firm or the sale of an
undertaking or a part of an undertaking of the investment firm to a foreign investment firm or
another reason, should terminate or substantially restrict its participation in the client protection
scheme referred to in this Act, while the investment firm itself, or its legal successor, will continue
to provide investment services in the territory of the Slovak Republic and to participate in the client
protection scheme in another country pursuant to Section 83(2) and (3), shall in the interests of
client of client protection ensure that this changeover is effected without reducing the scope of
protection for the client assets that the investment firm has already accepted.

(2) An investment firm shall prior to effecting the change mentioned in paragraph 1 ensure
that the following detailed and comprehensible information is displayed prominently and in the
Slovak language at all its business premises:

(@) information about the preparations and planned timeframe for the change in the investment
firm’s participation in the client protection scheme and about the implications of this change
for clients; this information shall be published in the business premises of the investment firm
or its legal successor and shall be regularly updated until at least 12 months after this change
has taken place;
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(b) information about the client protection scheme which, following the change in the
stockbrokerage firm’s participation in the scheme of client protection, shall ensure the
protection of client assets that the investment firm has accepted, and this information shall
include in particular the precise designation of this client protection scheme, the rules on
protecting client assets in this scheme and the rules on the payment of compensation for
inaccessible assets in this scheme, including the places and times for the claiming and payment
of compensation; this information shall be displayed at all the business premises of the
investment firm or its legal successor and shall be continuously updated for so long as it
provides investment services in the territory of the Slovak Republic.

(3) The investment firm mentioned in paragraph 1 shall prior to changing its participation

in the client protection scheme under paragraph 1:

(@ give the Fund and Narodna banka Slovenska written notification of exact date of the change
in its participation in the client protection scheme and demonstrate to them that this change
will be made without reducing the scope of protection for client assets in comparison with the
protection of client assets laid down by this Act;

(b) to each client whose assets are subject to the change in the client protection scheme, to
deliver a separate written notice of such change, which shall also contain the date of such
change and information on all consequences resulting for the client and his assets from the
change in the client protection scheme; if the client decided to withdraw his assets or transfer
them elsewhere, the investment firm shall allow him to do so without imposing any sanctions
whatsoever;

(c) pay the Fund in a verifiable way any outstanding annual contributions or the unpaid part of
the annual contribution for the calendar year during which the investment firm changes its
participation in the deposit protection scheme pursuant to paragraph 1;

(d) pay the Fund in a verifiable way any extraordinary contribution in an amount equal to:

1. the upper limit of the range of the extraordinary contribution rate, if as of the date of the
change in the investment firm’s participation in the deposit protection scheme mentioned
in paragraph 1, a shortage of funds precludes the repayment of a loan provided to the Fund
to secure the payment of compensation for inaccessible client assets; or

2. the mid-range of the extraordinary contribution rate, if as of the date of the change in the
investment firm’s participation in the deposit protection scheme mentioned in paragraph
1, the provision of point 1 does not apply to the investment firm and, owing to a shortage
of funds, the Fund does not have enough money to secure the payment of compensation in
the amount of at least 1.5% of the value of all client assets protected in accordance with
this Act.

(4) Fulfilment of the obligations of an investment firm as set out in paragraphs 1 to 3
represents a condition precedent for the change of an investment firm’s participation in the client
protection scheme pursuant to this Act.

(5) Members of the Fund’s bodies who represent an investment firm shall cease to be
members of the Fund’s bodies as of the day when the investment firm terminates its participation
in the client protection scheme pursuant to this Act.

(6) Foreign investment firms providing investment services in the territory of the Slovak
Republic in accordance with Section 65 or Section 67 shall also display the information for clients
mentioned in paragraph 2(b) at all their business premises in the Slovak Republic, although they
have not participated in the protection of client assets pursuant to this Act.
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Section 83b

(1) A branch of a foreign investment firm providing investment services, ancillary
services or investment activities in the territory of the Slovak Republic through freedom to
provide services, on conditions laid down by this Act, may participate voluntarily in the client
protection scheme in the Slovak Republic to secure increased protection of clients in the scope
in which the protection of client assets under the rules of the client protection scheme in the
Slovak Republic exceeds the highest total possible compensation for inaccessible protected
client assets under the rules of the client protection scheme in the Member State, on the territory
of which the relevant investment firm has its seat (hereinafter the ‘home client protection
scheme’). For the purposes of such participation, a written contract is required between the
Fund, the institution of the home client protection scheme and the foreign investment firm,
whose branch participates in the client protection scheme in the Slovak Republic.

(2) If a branch of a foreign investment firm providing investment services, ancillary
services or investment activities in the territory of the Slovak Republic through freedom to
provide services, participates voluntarily in the client protection scheme in the Slovak Republic,
then the subject of payment of the annual contribution or of the extraordinary contribution to
the Fund and the subject of the provision of compensation from the client protection scheme in
the Slovak Republic shall only be client assets accepted on the territory of the Slovak Republic
and protected by this Act, and to such extent only to which the protection of clients under the
rules of the client protection scheme in the Slovak Republic exceeds the highest possible
compensation for inaccessible protected client assets under the rules of the home client
protection scheme.

(3) If client assets in a branch of a foreign investment firm which participates voluntarily
in the client protection scheme in the Slovak Republic become inaccessible under the rules of
the home client protection scheme, then clients and other persons entitled to compensation for
inaccessible protected client assets, which were accepted on the territory of the Slovak Republic
shall have an option to exercise and prove the right to compensation for inaccessible protected
client assets and to the payment of compensation for inaccessible protected client assets.

(4) Provisions of this Act apply to any branch of a foreign investment firm providing
investment services, ancillary services or investment activities in the territory of the Slovak
Republic through freedom to provide services and which participates voluntarily in the client
protection scheme in the Slovak Republic; such a branch of a foreign investment firm is
obligated to publish in its business premises also information on the protection of clients under
the home client protection scheme, in Slovak language, including the rules of the home client
protection scheme, on the protection of client assets and on the provision of compensation for
inaccessible client assets.

(5) Participation of a branch of a foreign investment firm in the client protection scheme
in the Slovak Republic shall be terminated by written notice of the contract concluded pursuant
to paragraph 1; the notice period is one year and starts to lapse on the first day of the calendar
year following the day when written notice is delivered provably to the other contracting parties,
unless otherwise provided in the third sentence, the Fund may terminate the contract only in
case that the other contracting parties have failed to carry out their obligations under the contract
concluded pursuant to paragraph 1, or in case that the relevant foreign investment firm or its
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branch has failed to fulfil obligations laid down in this Act, unless otherwise provided in the
third sentence. Either party may also terminate the contract on the basis of the fact that the scope
of the home country client protection scheme is comparable with the scope of client protection
under the protection scheme of the Slovak Republic; the contract may be terminated as from
the date when the scope of the home country client protection scheme became comparable with
the scope of client protection under the protection scheme of the Slovak Republic, provided the
contract does not specify a later effective date of termination. Before the termination of
participation of a branch of a foreign investment firm in the client protection scheme in the
Slovak Republic, both the annual contribution and the extraordinary contribution shall be paid
to the Fund in an amount pursuant to Section 83a(3)(c) and (d). A branch of a foreign investment
firm for which voluntary participation in the client protection scheme in the Slovak Republic
ceased to exist based on notice shall publish information on this in its business premises, in
Slovak language, no later than on the start of the notice period up to termination of their
participation in the client protection scheme in the Slovak Republic.

Section 84
Contributions of investment firms to the Fund

(1) Investment firms shall pay into the Fund the following contributions:
(@ aninitial contribution;
(b) an annual contribution;
(c) extraordinary contributions.

(2) The initial contribution is a one-time contribution of an investment firm.

(3) The annual contribution is a regular contribution of an investment firm designed to raise
the Fund’s resources.

(4) An extraordinary contribution is a contribution of an investment firm intended to
replenish the Fund’s resources set aside to provide compensation for inaccessible client assets,
should the need arise for replenishment of the Fund resources for expenditures as a result of
payments of compensation for inaccessible client assets or repayment of a loan taken to ensure the
payment of compensation for inaccessible client assets.

(5) The initial contribution is set at the following levels:
(@) EUR 150 for investment firms under Section 54(13) or (14) and for similar foreign investment
firms;
(b) EUR 350 for investment firms under Section 54(12) and for similar foreign investment firms;
(c) EUR 2,000 for other investment firms and foreign investment firms.

(6) The annual contribution for the relevant year is set by the Fund in advance for the
whole year by no later than 20 December of the previous year, as follows:

(a) for investment firms under Section 54(13) or (14) and similar foreign investment firms,
within a range from 0.1% to 1% of the yearly amount of fees charged to clients for
investment services and ancillary services pursuant to Section 6(2)(a), but not less than EUR
80;

(b) for investment firms under 54(12) and similar foreign investment firms:
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1. within a range from 0.5% to 2% of the yearly amount of fees charged to clients for
investment services and ancillary services pursuant to Section 6(2)(a), but not less
than EUR 390;

2. within a range from 0.01% to 2% of the value of client assets calculated as an
arithmetic mean of the values of these assets reported in the firm’s business
documentation as at the end of the last day of each month, but not less than EUR 390;
or

3. EUR 390 plus between EUR 1 and EUR 20 per client that is entitled to compensation
from the Fund;

(c) for other investment firms and foreign investment firms:

1. within a range from 1% to 3% of the yearly amount of fees charged to clients for
investment services and ancillary services pursuant to Section 6(2)(a), but not less
than EUR 2,300;

2. within a range from 0.01% to 2% of the value of client assets calculated as an
arithmetic mean of the values of these assets reported in the firm’s business
documentation as at the end of the last day of each month, but not less than EUR
2,300; or

3. EUR 2,300 plus between EUR 1 and EUR 20 per client that is entitled to
compensation from the Fund.

(7) The Fund shall set the annual contribution under equal conditions for all investment
firms within the categories defined in paragraph 6. When setting the annual contribution, the Fund
shall not favour any of the categories of investment firms defined in paragraph 6.

(8) The annual contribution in years, when the Fund repays a loan drawn to ensure the
payment of compensation for inaccessible client assets, shall be set at the top of the eligible range;
the annual contribution in years, when the Fund falls short of funds needed to pay compensation
of at least 1.5% of the total client assets protected by law, shall be set by the Fund in the top half
of the eligible range. The annual contribution for years when the Fund does not repay a loan
drawn to secure compensation payments made in respect of inaccessible client assets may be
set by the Fund, with the prior approval of Narodna banka Slovenska, in the lower half of the
range even if the Fund has not generated funds in the amount mentioned in the first sentence.

(9) The value of the extraordinary contribution shall be set by Narodna banka Slovenska
equally for all investment firms. The amount of the extraordinary contribution may, in the calendar
year, exceed 3% of the annual amount of fees charged to clients for investment services and
ancillary services pursuant to Section 6(2)(a) rendered to them in the calendar year preceding the
date when the extraordinary contribution is due, only following its discussion by the Council of
the Fund.

Section 85
(1) An investment firm shall pay the initial contribution within 30 days after the registration
of its authorised activities in the Commercial Register. Payment of the initial contribution shall be
a precondition for the commencement of the authorised activities.
(2) An investment firm shall pay the annual contribution in regular quarterly instalments

no later than on the 20" day of the first month of a calendar quarter, except for the first instalment,
which the investment firm shall pay no later than 20 February of the respective year. In the year
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when an investment firm is granted the authorisation to provide investment services, the
investment firm shall only pay a pro rata portion of the annual contribution, unless this Act
provides for an earlier due date for the annual contribution or a part thereof.

(3) Investment firms shall pay extraordinary contributions within deadlines set by
a decision of the Fund.

(4) Investment firms shall pay their contributions in euros. In the case of client protection
for liabilities of investment firms towards them payable in foreign currencies, the foreign
exchange reference rate set and published by the European Central Bank or Narodnéd banka
Slovenska® ruling shall be used for the conversion calculation for the date on which the
investment firms report the amount of liabilities for purposes of determining the average balance
of liabilities for the preceding quarter pursuant to Section 84(6).

(5) An investment firm whose client assets become inaccessible pursuant to Section 82(1),
shall not be required to pay contributions to the Fund which fall due after the date when the client
assets became inaccessible.

(6) An investment firm which fails to pay a contribution to the Fund when and as due shall
pay the Fund a default interest on the overdue payment at a rate determined according to another
act.”

(7) An investment firm that did not pay a contribution to the Fund within the deadlines set
in paragraphs 2 and 3 may not, effective from the first day of default, conclude any new contracts
to provide investment services. Narodna banka Slovenska shall set a new deadline for this
investment firm to settle the contribution to the Fund, which may not be longer than 90 days. If
the investment firm does not settle the contribution in this grace period, Narodna banka Slovenska
shall proceed in accordance with Section 156(1)(f).

Section 86

(1) If an investment firm, despite using all of its liquid means, is unable to meet its liabilities
towards clients for a period of 48 hours, it shall notify the fact to Narodna banka Slovenska and
the Fund on the next working day at the latest; an investment firm which is a bank, and a branch
of a foreign investment firm which is a foreign bank, shall notify the fact to the Fund, Narodna
banka Slovenska, and the Deposit Protection Fund.

(2) If an investment firm is placed in receivership and the situation specified in paragraph
1 occurs, the notification pursuant to paragraph 1 shall be made by the receiver of the investment
firm (hereinafter the ‘receiver’).

(3) Néarodna banka Slovenska shall declare an investment firm unable to meet its liabilities
towards clients within three working days from the delivery of a notification pursuant to paragraph
1, if a persistent liquidity shortage of the investment firm is determined or if it proves impossible
to overcome the temporary liquidity shortage. Narodna banka Slovenska may also declare an
investment firm unable to meet its liabilities at its own initiative if it determines that a situation
specified in this paragraph has occurred, even though no notification pursuant to paragraphs 1 and
2 was given.
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(4) With respect to declaring an investment firm which is a bank, or a branch of a foreign
investment firm, which is a foreign bank, unable to meet its liabilities towards clients, the
provisions of paragraphs 2 and 3 do not apply. In declaring an investment firm which is a bank, or
a branch of a foreign investment firm, which is a foreign bank, unable to meet its liabilities towards
clients, another act” shall be applied. A declaration of an investment firm which is a bank, or a
branch of a foreign investment firm, which is a foreign bank, as being unable to meet its liabilities
pursuant to another act’™ shall also operate as a declaration as being unable to meet its obligations
under this Act; such a declaration pursuant to another act™ shall also be delivered to the Fund.

(5) Neither the provisions of other legislation?® on proceedings before Narodna banka
Slovenska nor the Code of Administrative Procedure apply to decisions declaring that an
investment firm cannot meet its liabilities towards clients or to the process resulting in such
decisions; such decisions are not subject to appeal, nor may they be reviewed by an
administrative court.”® The competent authority for taking decisions pursuant to paragraph 3 is
the Bank Board of Narodna banka Slovenska.

(6) Narodna banka Slovenska shall deliver the decision on the declaration made pursuant
to paragraph 3 to the investment firm and the Fund.

(7) Effective from the date client assets become inaccessible pursuant to Section 82(1) until
the payment of compensation pursuant to Section 88(1) and (2), is completed, the right to use
financial instruments and funds constituting inaccessible client assets, to assign claims under
inaccessible client assets against the investment firm, and to set off claims between the investment
firm and other persons, shall be suspended and prohibited. The investment firm shall further be
barred from providing investment services or concluding other transactions increasing the assets
or liabilities of the investment firm towards other persons.

(8) A client of an investment firm, whose client assets become inaccessible pursuant to
Section 82(1) may reclaim its security or any other financial instrument pursuant to Section 82(2),
and the investment firm shall comply with the request.

Section 87
Compensation for inaccessible client assets

(1) For inaccessible client assets, a client shall be entitled to compensation in euros from
the Fund, and the Fund shall compensate for such inaccessible client assets in the extent and under
terms specified in this Act. Instead of a client, another person may only be entitled to compensation
if stipulated in this Act.

(2) For protected client assets the Fund provides compensation in the amount of the
inaccessible client assets; however, a single client or another eligible person shall be entitled,
in accordance with this Act, to compensation from the Fund amounting to EUR 50,000 in total.

(3) To determine the amount of compensation for protected client assets, the inaccessible
client assets of the same client with an investment firm shall be added up, including its share in
any joint client assets protected by law, as at the date client assets become inaccessible pursuant to
Section 82(1). For each jointly owned client asset item a rule applies that, unless credible
documents are presented to prove otherwise, each of the co-owners shall have an equal share.
Interests and other property benefits associated with inaccessible client assets shall, for the
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purposes of determination of compensation, be calculated as at the date when the client assets
become inaccessible pursuant to Section 82(1), and shall be added to the respective inaccessible
client assets of the client. For the purposes of compensation, the amount of inaccessible client
assets determined in the manner described above shall be lowered by any precluded financial
instruments’” and deposits,” and any liabilities of the client towards the investment firm as at the
date the client assets become inaccessible pursuant to Section 82(1). Later changes in this situation
shall not be taken into account. The calculated amount of compensation shall be rounded up to the
nearest whole eurocents.

(4) The determination of the value of client assets shall be based on values which, as at the
date client assets become inaccessible pursuant to Section 82(1), are applicable under a contract
with the investment firm or under separate legislation” concerning valuation of assets. The value
of securities admitted to trading on a stock exchange market for listed securities® shall be based
on the last price of the securities concerned quoted by the stock exchange on the date client assets
become inaccessible pursuant to Section 82(1).

(5) Unless a different value of a client’s assets or liabilities towards an investment firm can
be reliably documented, the values recorded in the books of the investment firm shall be decisive,
unless another act provides otherwise.®!

(6) A client is entitled to compensation pursuant to paragraphs 1 and 2 even if its financial
instrument is not payable within the period set for the payment of compensation, which shall be
determined according to Section 88(1) and (2). This does not apply in the case there is a ban on
using or paying the financial instruments pursuant to other legislation.®? After the ban is lifted,
compensation can be provided depending on the nature of the matter to the client or another person
given title to the client’s financial instrument or any part thereof by virtue of a decision of a
competent authority.

(7) No compensation is provided for precluded financial instruments’” and deposits’® and
for client assets of clients who have had a special relationship to an investment firm at any time
within one year before the date the client assets become inaccessible. The Fund may, in accordance
with Section 90(1), request an investment firm to supply a list of such persons covering the period
concerned.

(8) For the purposes of this Act, the following persons are deemed to have a special
relationship to an investment firm:

(@) members of the statutory body of the investment firm, managers of the investment firm, other
employees of the investment firm specified in the articles of association of the investment firm,
and the authorised representative of the investment firm;

(b) members of the supervisory board of the investment firm;

(c) legal or natural persons who control the investment firm, members of the statutory body of
these legal persons and managers of these legal persons;

(d) persons close®® to members of the management board of the investment firm, members of the
supervisory board of the investment firm, managers of the investment firm, or natural persons
who control the investment firm;

(e) legal persons, in which any of the persons specified in points (a), (b), (c) or (d) have
a qualifying holding;

(F) shareholders with a significant influence over an investment firm and any legal person that is
under their control or that has control over them;
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(9) legal persons controlled by the investment firm;

(h) an auditor or a natural person that carried out an audit on behalf of the auditing company;

(i) a member of the statutory body of another investment firm and the manager of a branch of
a foreign investment firm;

(1) the manager of a branch of a foreign investment firm and his deputy.

(9) No compensation shall be provided to clients who:
(@) by their criminal activities for which they were convicted by a final judgement partly or fully
caused the inability of the investment firm to meet its liabilities towards clients;
(b) acquired financial instruments and funds in connection with legalisation of income from
criminal activity for which they were convicted by a final judgement.

(10) The Fund shall suspend compensation payments to clients against whom there is a
criminal proceeding underway in connection with their criminal activity which may have an
impact on the inability of an investment firm to meet its liabilities towards clients.

(112) For client assets of their clients pursuant to paragraphs 7 and 9, investment firms shall
contribute to the Fund in accordance with this Act.

(12) A court of law shall decide on any disputes related to compensation and their payment
under this Act.

Section 88
Payment of compensation

(1) No later than within five working days from the date client assets held by an investment
firm become inaccessible pursuant to Section 82(1), the Fund shall set the beginning, duration,
procedure, and place of the payment of compensation. This announcement shall be delivered to
the investment firm without undue delay.

(2) The payment of compensation shall be completed no later than within three months of
the announcement pursuant to Section 86(3), or from the delivery of an executable court order
pursuant to Section 82(1)(b). The Fund may, subject to prior approval of Narodna banka
Slovenska, in extraordinary and justified instances, extend this period by three months at most.
However, the payment of compensation shall be completed no later than within one year of the
announcement pursuant to Section 86(3) or from the delivery of an executable court verdict
pursuant to Section 82(1)(b).

(3) An investment firm shall publish information pursuant to paragraph 1 together with the
announcement pursuant to Section 86(3), or a decision on an executable court verdict pursuant to
Section 82(1)(b), in a national newspaper and in publicly accessible premises of the investment
firm on the next working day following the delivery of the announcement pursuant to paragraph
1.

(4) The Fund shall pay compensation for inaccessible client assets through a bank it

commissions with this task. For this purpose, it may give necessary instructions to the bank. These
instructions shall be binding upon the bank.
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(5) A person who has and exercises the right to compensation shall prove, depending on
the type of client assets, its right to payment of compensation for the client assets concerned; this
right shall be demonstrated in particular by a document establishing the title to the investment
instrument or funds, or by a decision of a competent authority. A natural person exercising its right
to compensation shall also evidence its identity; a legal person exercising its right to compensation
shall present a statement from an official register or official records, where it is inscribed, issued
no more than one month prior to the exercise of the compensation claim. A representative of a
client shall also document his identity and present a document, or an officially certified copy
thereof, showing its authorisation to represent the client; in the case of a legal person, whose right
to compensation is not exercised by its statutory body, such a document shall contain an officially
certified signature of its statutory body. If a client or his legal representative is acting through an
agent, the agent shall also document its identity and present a power of attorney with an officially
certified signature of the principal; where the principal is a legal person, the power of attorney shall
contain an officially certified signature of its statutory body. The identity of a client, its
representative, of their agent shall be documented by:

(@) avalid identity card;® or
(b) avalid passport,® diplomatic passport, service passport and, if a foreigner, a foreigner’s permit
to reside® in the territory of the Slovak Republic.

(6) The announcement of the Fund made pursuant to paragraph 1 may specify the
conditions under which the compensation will be paid by a bank transfer.

(7) If the client’s assets held by the investment firm exceed in total the compensation sum
under Section 87(2), the compensation shall cover financial instruments in the order as they were
deposited with the investment firm up to the amount set in Section 87(2), unless otherwise agreed
between the Fund and the client.

(8) The amount of compensation for client assets consisting of financial instrument and
funds denominated in a foreign currency shall be calculated using the foreign exchange
reference rate set and published by the European Central Bank or N4rodné banka Slovenska®
ruling on the date when the financial instruments or funds become inaccessible pursuant to
Section 82(1).

(9) If a client or another person pursuant to Section 87(6) were unable to exercise their
right to compensation within a deadline pursuant to paragraphs 1 and 2 for documented serious
health reasons or other serious reasons,®’ the Fund may provide compensation based on a written
application even after the deadline expires, but no later than within one year after the client assets
become inaccessible pursuant to Section 82(1).

(10) Any person or their representative who exercises the right to compensation for
inaccessible client assets shall, in order to demonstrate the fulfilment of the requirements and
conditions laid down in paragraphs 5 and 9 and Section 87(3), provide the following
information and allow it to be obtained by photocopying, scanning or other means of recording:
(a) if a natural person, personal identification information®’® from an identity document that
includes a visual likeness, title, name, maiden name, personal identification number, date
of birth, place and district of birth, address of permanent residence, address of temporary
residence, record of any restriction of legal capacity, type and number of the identity
document, the issuing authority, date of issue and expiry date of the identity document;

(b) if a legal person, identification information to the extent set out in Section 81(5)(a)(2);
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(c) any contact telephone number, fax number and electronic mail address;

(d) documents and information on client assets and any claims and liabilities towards the
investment firm holding the inaccessible client assets, on the representative’s power of
attorney, an on the fulfilment of other requirements and conditions necessary for assessing
and documenting the justification of the exercised right to compensation and to the
provision of compensation for the inaccessible client assets protected by law.

(11) Compensation for inaccessible deposits may not be provided and paid where the
person or their representative who exercises the right to compensation for inaccessible assets
has not met all the requirements and conditions pursuant to this Act and to the general terms
and conditions for the payment of compensation (Section 90(3)), which are necessary for
assessing and documenting the justification of the exercised right to compensation and to the
provision of compensation for legally protected inaccessible client assets.

Section 89
Inception and expiry of some rights

(1) On the date compensation is paid, the Fund acquires a claim to and becomes the creditor
of an investment firm or a branch of a foreign investment firm in the extent of compensation paid
to its client by the Fund. On that date, the client’s claim on the investment firm or the branch of a
foreign investment firm is discharged in the extent of compensation paid pursuant to Section 87.

(2) The Fund may also claim from the investment firm or the branch of a foreign
investment firm reimbursement of actual costs incurred in connection with the payment of
compensation.

(3) Unless otherwise provided by this Act, the legal relationships between the Fund and
the investment firm, for whose inaccessible client assets the Fund paid compensation, are governed
by the provisions of the Civil Code on guarantees.

(4) The payment of compensation for inaccessible client assets, the amount of interest and
other property benefits determined pursuant to Section 87(4), and the outstanding liability for
which compensation was not provided shall be recorded in the books of the investment firm and
in documents on relations to a financial instrument, in which the amount of a liability is specified.

(5) The provision of compensation from the Fund is without prejudice to the right of the
client or other authorised person to claim from the investment firm holding its inaccessible
assets the payment of that part of the client assets for which compensation was not provided
from the Fund.

(6) In order to ensure the activities of the Fund, the centralisation of contributions made
by investment firms to the Fund, the payment of compensation for legally protected inaccessible
client assets under this Act, and the protection and claiming of the Fund’s rights towards clients,
investment firms and other persons, and in order to carry out and document the activities and
tasks of the Fund in accordance with the Act or other legislation,®™ the Fund may, even without
the consent of and informing the persons concerned,®® establish, obtain, record, store, use and
otherwise process,®® personal information of clients of investment firms, persons subject to
Section 87(7), persons or their representatives who exercise the right to compensation for
inaccessible client assets; the Fund may, by automated or non-automated means, make copies
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of identity documents and process the personal identification numbers and other documents
referred to in Section 81, 87, 88 and 90.

(7) For the purposes mentioned in paragraph 6, and even without the consent of and
informing the persons concerned, investment firms shall make available and provide to the
Fund, for processing purposes, the personal information and documents defined in paragraph 6
and shall do so in the cases stipulated by this Act and other legislation.® The personal
information and documents defined in paragraph 6 may, even without the consent of and
informing the persons concerned, be made available and provided to the Fund, in order to be
processed for the purposes mentioned in paragraph 6, also by persons subject to Section 90(8)
or Section 97(1).

(8) The Fund may, even without the consent of and informing the persons concerned,
make available and provide from its information system the personal information and
documents defined in paragraph 6 to other persons subject to Section 90(8) or Section 97(1)
and for the purposes mentioned in paragraph 6. The Fund may make available and provide such
personal information and documents abroad, but only to institutions of deposit protection
schemes and investment protection schemes in Member States.

Section 90
Rights and obligations of the Fund and obligations of investment firms

(1) The Fund may demand from an investment firm any information needed to perform its
duties directly associated with its activities before clients’ assets held by an investment firm
become inaccessible. The Fund may not request data that an investment firm shall keep secret. If
an investment firm becomes unable to pay its liabilities towards clients on client assets, it shall
supply to the Fund without undue delay, at its written request, information and documents on
financial instruments and liabilities of the investment firm.

(2) With the approval of Narodna banka Slovenska, the Fund may also obtain information
pursuant to paragraph 1 by conducting on-site inspections at the investment firm. If, before client
assets become inaccessible, the Fund has reasonable doubts about the veracity or completeness of
information provided by an investment firm related to transactions that an investment firm shall
keep secret, it may ask Narodna banka Slovenska to check it.

(3) The Fund shall issue general terms for payment of compensation, and changes thereto,
subject to prior approval by Narodna banka Slovenska, which shall set out the details of procedures
in the exercise of the right to compensation and the method of documenting the right to
compensation.

(4) The Fund may carry out a control of due implementation of the provisions of this Act,
of the general compensation payment terms and related Fund instructions at an investment firm
that was declared unable to meet its liabilities towards its clients under client assets, and at a bank
performing the payment of compensation for the Fund.

(5) All documents on paid compensation for inaccessible financial instruments deposited,

administered, managed or held by an investment firm shall be stored by the Fund or a person it
commissions in accordance with other legislation.®
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(6) Investment firms shall:

(a) pay contributions to the Fund within the deadlines and at the rates set for that purpose;

(b) provide the Fund with information pursuant to paragraph 1 within deadlines set by the Fund;

(c) publish in their business premises information in Slovak about the client protection scheme
under this Act, including the general conditions for payment of compensation issued pursuant
to paragraph 3;

(d) submit without undue delay to the Fund and Narodna banka Slovenska an executable decision
of a court of law pursuant to Section 82(1)(b);

(e) keep separate files in their information systems on client assets covered by the client protection
scheme.

(7) Investment firms may not publish information about the client protection scheme under
this Act in any manner other than as provided in paragraph 6(c).

(8) The Fund may, to the extent necessary to meet its tasks under this Act, cooperate and
exchange information with Narodna banka Slovenska, with entities by means of which the Fund
ensures the payment of compensation, and with institutions of deposit protection schemes and
investment protection schemes in other countries. The personal information may be made available
only under the conditions laid down in a separate provision® and under the conditions laid down
in this Act.

Section 91
Resources of the Fund and their use

(1) The resources of the Fund shall consist of:
(@) contributions paid pursuant to Section 84;
(b) income derived from the use of finances pursuant to paragraph 4, including proceeds from the
sale of government securities purchased under paragraph 4(a);
(c) loans pursuant to paragraph 3;
(d) finances raised by the exercise of rights acquired by the Fund pursuant to Section 89;
(e) other income in accordance with other legislation.

(2) The Fund’s financial resources may be in the form of repayable financial assistance and
government subsidies to the extent stipulated by separate provisions®® and by the State Budget
Act.

(3) The Fund may request a loan from the Deposit Protection Fund, Narodna banka
Slovenska,®® a bank, or a foreign bank branch.

(4) The resources of the Fund shall be held in separate accounts with Narodna banka
Slovenska or separate accounts with the State Treasury; resources of the Fund held in such separate
accounts may not be subject to, and shall be excluded from, the enforcement of a decision.

(5) Using its own financial resources, the Fund may create a special fund to provide
compensations for inaccessible client assets. In addition to payment of compensation for financial
instruments pursuant to Section 87, the resources of the Fund may also be used to:

(@) purchase government securities with maturity of up to three years from the date of purchase;
(b) repay loans pursuant to paragraph 3;
(c) to repay the financial assistance referred to in paragraph 2;
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(d) extend a loan to the Deposit Protection Fund, up to 10% of the Fund’s resources;
(e) pay expenses necessary to ensure proper operation of the Fund.

(6) Detailed provisions on the use of the Fund’s resources shall be laid down by its statute,
in accordance with this Act.

(7) The Fund shall keep its accounts and prepare annual financial statements pursuant to
another act.

(8) The financial statements of the Fund shall be audited.

Section 92
Bodies of the Fund

The Fund’s bodies comprise:

(@ Council of the Fund,;

(b) Presidium;

(c) supervisory board of the Fund.

Section 93
Council of the Fund

(1) The Council of the Fund is the supreme body of the Fund.
(2) The Council of the Fund consists of nine members. Their term of office is four years.

(3) Two of the members of the Council of the Fund shall be representatives of the Ministry,
appointed and dismissed from among the employees of the Ministry by the Minister of Finance.
Three of the members of the Council of the Fund shall be representatives of Narodna banka
Slovenska, appointed and dismissed by the Governor of Narodnd banka Slovenska. The remaining
four members of the Council of the Fund shall be appointed and dismissed by representatives of
investment firms subject to the obligation pursuant to Section 83 at a meeting of investment firms.
The representatives of individual investment firms shall be appointed by their statutory body and,
at the meeting of representatives of investment firms, they shall have votes in proportion to the
share of respective contributions the investment firms have paid to the Fund pursuant to Section
84(6). The proceedings of the meeting of representatives of investment firms and the outcome of
the election of members to the Council of the Fund shall be recorded in a notarial deed.

(4) The members of the Council of the Fund shall be entitled to a reimbursement of costs
they incur in performing their duties.

(5) The Council of the Fund shall:
(@) appoint and dismiss members of the Presidium of the Fund;
(b) appoint and dismiss members of the supervisory board of the Fund, except as provided in
Section 95(2);
(c) appoint and dismiss the chairman and the deputy chairman of the Council of the Fund,;
(d) approve the rules of procedure of the Council of the Fund and the Presidium of the Fund,
(e) approve the statutes of the Fund,;
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(f) approve the budget of the Fund, including the budget of expenses of the Fund pursuant to
Section 91(5)(e);

(9) approve the annual financial statements of the Fund;

(h) approve the annual report of the Fund for the previous year, to be filed in the public section of
the financial statements register;

(i) decide on payment of compensation from the Fund in accordance with this Act and determine
the method of payment of compensation;

(1) approve the use of the Fund’s resources;

(k) determine the amount of annual contributions by investment firms and a deadline for payment
of extraordinary contributions;

(I) approve the rules of procedure for the Fund, including the procedure of its bodies and the
procedure of other entities in regard to ensuring the payment of compensation for legally
protected and inaccessible client assets;

(m)approve the rules for remuneration to employees of the Fund and the remuneration of the
members of the fund’s bodies;

(n) approve the general terms and conditions for the payment of compensation for inaccessible
client assets held by investment firms;

(o) decides on other issues in the sphere of action of the fund, which are not in the sphere of action
of other fund’s bodies.

(6) All decisions of the Council of the Fund shall be signed by at least two members of the
Council of the Fund, at least one of which shall be the chairman or the deputy chairman of the
Council of the Fund.

Section 94
Presidium of the Fund

(1) The Presidium of the Fund shall consist of the chairman of the Presidium of the Fund
and two other members appointed and dismissed by the Council of the Fund.

(2) The chairman of the Presidium of the Fund and the other members of the Presidium of
the Fund are employees of the Fund.

(3) The Presidium of the Fund is the statutory body of the Fund. The Presidium of the Fund
shall act on behalf of the Fund in the extent defined by its statutes. If the Presidium acts on behalf
of the Fund, for a written instrument to be valid, it shall be signed by at least two members of the
Presidium of the Fund. The statutes shall specify when and to what extent the member of the
Presidium of the Fund shall act on behalf of the Fund and grant the authorisation to act on behalf
of the Fund.

Section 95
Supervisory board

(1) The supervisory board of the Fund shall have seven members, their term of office is
four years.

(2) Three members of the supervisory board of the Fund shall be appointed and dismissed

by the Council of the Fund on a proposal of investment firms passed by a meeting of
representatives of the investment firms. Two members of the Fund’s supervisory board shall be
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appointed and dismissed from among the employees of the Ministry by the Minister of Finance.
Two members of the Fund’s supervisory board shall be representatives of Narodna banka
Slovenska, appointed and dismissed by the Governor of Narodna banka Slovenska.

(3) The supervisory board of the Fund shall elect from among its members its chairman
and deputy chairman.

(4) Neither members of the Council of the Fund nor any employees of the Fund may be
members of the supervisory board of the Fund.

(5) The supervisory board of the Fund shall oversee the activities and financial
management of the Fund, the Council of the Fund, and whether their activities and financial
management are in line with this Act, generally applicable legislation, general conditions for the
payment of compensation for inaccessible client assets, and the statutes of the Fund.

(6) Members of the supervisory board of the Fund may inspect any documents relevant to
the activities of the Fund and to obtain information about the use of its finances.

(7) The supervisory board of the Fund shall submit to the Council of the Fund and to
Nérodna banka Slovenska a report on its findings once per quarter and, in the case of any breach
of this Act, general terms, or the statutes, no later than within three days of its detection.

(8) The members of the supervisory board of the Fund shall be entitled to a reimbursement
of costs they incur in performing their duties.

Section 96
Office of the Fund

Tasks associated with professional, organisational, administrative, and technical support
of activities and regular operations of the Fund and its bodies shall be performed by the office of
the Fund. It shall be made up of employees of the Fund and managed by the chairman of the
Presidium. Further details regarding the position and activities of the office of the Fund shall be
laid down in the statutes of the Fund.

Section 97
Confidentiality obligation

(1) The members of the Council of the Fund, members of the supervisory board of the
Fund, employees of the Fund, employees of the bank through which the Fund pays compensation,
as well as other persons involved in operations of the Fund shall keep confidential any matters
concerning investment firms and their clients, they learn while performing the duties of the Fund
or in direct connection therewith; this obligation applies equally after the termination of their office
in the Council of the Fund, the supervisory board of the Fund, or their employment or a similar
work contract.

(2) The Council of the Fund may exempt from the duty of confidentiality members of the
Council of the Fund, members of the supervisory board of the Fund, or members of the Presidium
of the Fund; other persons mentioned in paragraph 1 may be exempted from the obligation by the
Presidium of the Fund.

141



Section 98
Contractual insurance of investment firms

Investment firms may insure financial instruments, beyond the extent of client protection
in the meaning of this Act, on terms agreed upon in a contract with a legal person which was
granted a special authorisation for this activity by N4rodn4 banka Slovenska.?®

DIVISION SIX
CENTRAL DEPOSITORIES
Section 99

(1) A central depository is a legal person established in the Slovak Republic and authorised
as a central depository under an authorisation issued in accordance with other legislation®
(hereinafter a ‘depository authorisation’).

(2) A foreign central depository is a legal person established in a Member State other than
the Slovak Republic and authorised as a central depository, or a legal person established outside
the Slovak Republic and recognised pursuant to other legislation.®

(3) Narodna banka Slovenska is the competent authority for the issuance of depository
authorisations.

(4) Provisions on applying for, issuing and amending a depository authorisation, on the
conditions for the issuance of a depository authorisation, on the outsourcing of core services of a
central depository, and on the withdrawal of a depository authorisation are laid down in other
legislation.8%

(5) Provisions on the keeping of records of book-entry securities under this Act or other
legislation®® by central depositories apply mutatis mutandis to foreign central depositories
carrying on business in the Slovak Republic under the freedom to provide services pursuant to
other legislation.®%

(6) Entities that are not central depositories or foreign central depositories may not provide
central account management services® in the Slovak Republic for securities admitted to trading
on a regulated market except under the conditions laid down in this Act and in other legislation.8%

(7) Securities settlement systems shall comprise at least three participants in addition to the
system’s operator and to any entities that are a settlement agent, central counterparty, clearing
house, or indirect participant, and they are subject to common rules on clearing through a central
counterparty, on clearing without a central counterparty, and on the execution of transfer orders
between participants (hereinafter the ‘settlement system’).

(8) Central depositories shall set a timetable for securities settlement transactions,
including specification of when precisely transfer registration orders are entered in the settlement
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system and specification of the point in time from which a transfer registration order may not be
withdrawn or cancelled by a participant in the system or a third party, nor otherwise prevented; if
a central depository is a participant in a linked system, it shall, in determining this point in time
take into account the need for maximum possible coordination between settlement systems within
the linked system in accordance with the rules laid down in paragraph 24.

(9) Central depositories are entitled to all documentation necessary to conduct their
business, and if the documentation required for a given service is not provided, they may decline
to provide that service. A failure to provide this documentation, a late or incomplete delivery, or
delivery in a form other than requested, shall be at the expense of the person required to provide
the documentation. If the order or request is submitted or forwarded to a central depository by
its member, the central depository is not obliged to examine the veracity, lawfulness, accuracy
or completeness of the provided documents, and the member that provided the documents shall
be liable for any damage caused by failure to provide documents, by delayed or incomplete
provision of documents or their provision in another form than requested and for any damage
caused by the untruthfulness, illegality, inaccuracy or incompleteness of provided documents.
A member that submits an order for an unclassified account under Section 173v shall be
responsible for the accuracy and completeness of such order and for the timeliness of their
submission.

(10) The business name of a central depository shall contain the designation ‘centralny
depozitar cennych papierov’ (English translation: central securities depository). No other natural
person or legal person may use the designation ‘centralny depozitar cennych papierov’ in its
business name.

(11) The organisation and management of central depositories and the rules of their
business in relation to clients are subject to the provisions of Section 73a. When providing one or
more investment services or performing one or more investment activities in addition to
providing services under other legislation, central depositories are subject to the provisions
of this Act to the same extent as are investment firms which provide the same investment
services or activities, except for Sections 70, 71(1) and (2), 71(4) to (6), 71a to 71de, and 79
and for the provisions of other legislation; this is without prejudice to the provision of Section
54(3)(K).

(12) When providing a service, central depositories shall require the client to document
its identity; the client shall be required to comply with the request each time a service is
provided. A central depository shall decline any provision of service in which the client remains
anonymous.

(13) For the purposes of paragraph 12, the identity of a client may be documented by:

(@) the client’s identity document pursuant to other legislation on identity documents;8% by
means of electronic communication, the identity of a client may be documented by its
identity document that is an official authenticator under another act;%"

(b) the client’s signature, provided the central depository knows the client in person and its
signature matches the signature shown in a signature specimen deposited with the central
depository upon the signing of which the client established its identity by an identity
document;

(c) an identity document® of the legal representative of a minor client who does not have an
identity document; by means of electronic communication, the identity of a minor client’s
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legal representative may be evidenced by an identity document that is an official

authenticator under another act;®%" in the case of minor clients who do not have an identity

document, in addition to documenting the identity of their legal representative it is also

necessary to:

1. submit a document evidencing the legal representative’s right to represent the minor
client, along with the minor client’s birth certificate; or

2. acquire verifiable electronic data from an official register that clearly demonstrate the
legal representative’s right to represent the minor client, including the minor client’s
identification data;

(d) aqualified electronic signature,®® provided the client has been identified using the
procedure set out in subparagraphs (a) or (c);

(e) if services are provided through technical devices, a special identification number or a
similar code assigned to the client by the central depository and an authentication detail
agreed between the central depository and the client or an electronic signature; this shall
be without prejudice to the provisions of other legislation.8

(14) In establishing the identity of the client by the means of an official authenticator®e"
pursuant to paragraph 13, the central depository can employ the procedure for identification
and authentication set out in another act, including verifying and demonstrating the right to
act for or on behalf of another person. For the purpose stated in the first sentence, the
administrators of the parts of the authentication module under another act®®' shall cooperate
with the central depository in the identification and authentication of the client using an official
authenticator.2" The Ministry of Interior of the Slovak Republic (hereinafter “the Ministry of
Interior”) shall, to the extent of the data recorded in the official register of natural persons,&™
provide the central depository with the data on the representative and on the minor client for
the purposes stated in paragraph 13(c)(2).

(15) For the purposes of performing, verifying and controlling the identification of
clients and their representatives, providing services to clients, and updating the data on clients
and their representatives already kept by the central depository, the central depository may,
even without the consent of the persons concerned and to the extent of the data recorded in the
register of natural persons®®™ and data recorded in the register of identity cards,®" acquire the
data specified in Section 73a(1). For the purpose stated in the first sentence, the data specified
in Section 73(1) shall be provided to the central depository by the Ministry of Interior and the
administrator of the communication part of the authentication module under another act.®'

(16) The details and technical conditions of the provision of data from the register of
natural persons®®™ and register of identity cards®" pursuant to paragraphs 14 and 15 shall be set
out in an agreement between the Ministry of Interior and the central depository.

(17) Central depositories shall, in all transactions with a consideration of at least
EUR 15,000, ascertain the ownership of funds used by the client to accomplish the transaction;
this does not apply to registration orders of book-entry securities pursuant to Sections 24 and 25,
and instructions of members and of the stock exchange toward clearing and settlement of
transactions performed with other financial instruments. For the purposes of this provision, the
ownership of funds shall be ascertained by a binding written declaration of the client wherein the
client shall demonstrate whether such funds are his property and whether the transaction is being
performed for his own account. Should such funds be the property of a different person, or should
the transaction be performed on account of a different person, the client shall show in the
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declaration the name, personal identification number or date of birth, and permanent address of
the natural person, or the business name, domicile and identification number of the legal person
(when allocated) who is the owner of such funds and for whose account the transaction is being
performed; in such case the client shall provide the central depository with written consent of such
different person to use his funds in the performed transaction and to perform the transaction for
his account. Unless the client has complied with his obligations specified in this paragraph, the
central depository shall refuse performance of the required transaction.

(18) For the purpose of synchronising and updating data by referencing,3%° central
depositories may obtain data within the scope of data entered in the Register of Legal Entities,
Entrepreneurs, and Public Authorities®® even without the consent of the persons concerned. For
the purposes referred to in the first sentence, the Statistical Office of the Slovak Republic and the
administrator of the communication part of the process integration and data integration module
under other legislation® shall provide the necessary cooperation to the central depository. The
details and technical conditions of the provision of data according to the first sentence shall be
regulated by an agreement concluded between the Statistical Office of the Slovak Republic and
the central depository.

(19) Only the following entities may be participants in a settlement system:

(@ abank or foreign bank;

(b) an investment firm or foreign investment firm;

(c) acentral counterparty®" or a central counterparty’s clearing member authorised in accordance
with other legislation,®® a settlement agent, a clearing house, a settlement system operator, or
a payment system operator;

(d) apublic authority;

(e) acompany whose country of establishment has provided a guarantee for its participation in a
settlement system or payment system;

(f) acentral depository that has become a participant in a settlement system operated by another
central depository under other legislation.®

(20) Narodna banka Slovenska shall provide regional courts, the Supreme Court of the
Slovak Republic and the Supreme Administrative Court of the Slovak Republic with a list of
central depositories and other participants in settlement systems. Narodna banka Slovenska shall
inform ESMA of the central depositories and other settlement system participants to the extent
laid down by legally binding acts of the European Union governing payment systems and
securities settlement systems.

(21) The operation of a settlement system is governed by the law of the Slovak Republic,
unless otherwise agreed by the participants in the settlement system and providing that at least one
of the participants has its registered office in the Slovak Republic. Participants in the settlement
system may opt for the governing law of another member state only if one of them has its registered
office in that state. The specification of the governing law in the operating rules is also considered
as an agreement of the settlement system’s participants on the governing law.

(22) Central depositories shall disclose to Narodna banka Slovenska, or to the relevant
authority of the member state whose law is the governing law of the settlement system, a list of
their participants and inform Narodna banka Slovenska about any changes to the list. Central
depositories shall also inform Néarodna banka Slovenska about any links with other settlement
systems or payment systems.
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(23) Two or more settlement systems, or those settlement systems which were notified to
the Commission by relevant member states’ authorities, may create a linked system, meaning a
mutual link to execute orders for the registration of transfers between the two settlement systems
based on rules agreed between operators of these settlement systems. Part of the linked system
may also be a payment system or a payment system notified to the Commission by a relevant
member state’s authority. Rules under this paragraph shall be part of the operating rules.

(24) Rules under paragraph 26 shall establish in particular:

(@) settlement systems in a linked system and their operators;

(b) the point in time of acceptance of an order by the settlement system in relation to the
irrevocability of an order, which point is harmonised in the rules of settlement systems; the
point in time of acceptance of an order by the settlement system shall not be subject to the rules
of other settlement systems in a linked system, unless otherwise specified in the rules of all
settlement systems;

(c) rules of executing orders for transfer registration between settlement systems in a linked
system;

(d) rights and obligations of operators of settlement systems in a linked system;

(e) details of other obligations and rules provided by this Act.

(25) Any link between settlement systems or payment systems shall not represent the
settlement system provided by this Act or the payment system provided by other legislation.®%?2

(26) A participant in the settlement system shall provide information about his participation
in settlement systems and rules of these settlement systems, at a written request, to any person
whose interest in receiving such information is legitimate and justifiable.

Section 100
Repealed as from 1 December 2016

Section 101
Surrender of a depository authorisation

(1) Central depositories shall notify Narodna banka Slovenska if they intend to surrender
their depository authorisation under other legislation.®®® Upon receiving a notification of intention
to surrender a depository authorisation, Narodna banka Slovenska shall commence the
authorisation withdrawal procedure in accordance with other legislation.?°

(2) Before issuing a decision to withdraw a depository authorisation, Narodna banka
Slovenska shall examine whether obligations and other conditions have been fulfilled concerning
the procedure for ensuring the timely and proper settlement and transfer of assets belonging to
clients and to members of the other central depository (hereinafter the ‘transfer of assets’) specified
in the winding down plan produced in accordance with other legislation.®®¢ Under the procedure
referred to in the first sentence, Narodna banka Slovenska may require the central depository to
take measures to ensure a timely and proper transfer of assets beyond the measures envisaged in
the plan under the first sentence and in the notification of intention.

(3) A central depository may transfer assets to another central depository that is an
authorised transferee under other legislation.®® Along with the assets, the transferring central
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depository shall transfer records and registers related to the assets. Narodné banka Slovenska may
specify the scope, content and terms of such transfer of assets and related records and registers, so
that the transfer is without prejudice to the persons whose assets are being transferred or to the
rights of third parties associated with the transferred assets, records and registers. In cases of doubt,
it shall be assumed that all obligations concerning the transferred assets and related records and
registers have also been transferred to the authorised transferee. In the transfer of assets and related
records and registers, the central depository, authorised transferee and each person participating in
the transfer shall protect the rights of third parties that may be affected by the transfer. The central
depository and authorised transferee are jointly and severally liable for any damage caused during
the transfer of assets and related records and registers.

(4) When the transfer of assets and related records and registers has been completed in
accordance with other legislation®® and the conditions imposed by Narodna banka Slovenska in
respect of the transfer have been met, Narodna banka Slovenska shall issue a decision to withdraw
the central depository’s depository authorisation.%’®

(5) The withdrawal of a depository authorisation under paragraph 4 is without prejudice to
the good repute of persons under this Act or other legislation.

Section 102
Repealed as from 1 December 2016

Section 103
Operating rules

(1) The operating rules of a central depository shall lay down the rules and procedures for
conducting the business and providing the services of the central depository.

(2) The operating rules shall lay down the range of orders for other entries which a member
may make in a non-classified account in accordance with Section 173v(2).

(3) A central depository shall make its operating rules, including any amendments thereto,
available in writing to the public at its registered office and at the registered offices of its members,
and shall publish a notice of that fact on its website. The version of the operating rules published
on the central depository’s website shall be up to date.

(4) The operating rules of a central depository are binding upon the central depository, its
members, investment firms who keep records in accordance with 71h(2), investment firms for
whom the central depository has opened a holder account in accordance with Section 105a,
legal and natural persons for whom the central depository has opened an owner account in
accordance with Section 105 and 164, issuers whose securities are registered at the central
depository, legal persons and natural persons issuing orders to register the inception, change and
expiry of the right of pledge, legal persons and natural persons requesting registration of the pledge
in the book-entry security, issuers whose list of stockholders is maintained by the central
depository, the stock exchange, legal persons and natural persons issuing orders to register the
inception, change and expiry of the right of pledge, legal persons and natural persons requesting
registration of the pledge in the book-entry security, legal persons and natural persons requesting
an extract from the register of pledges, and other entities to whom the central depository provides
services related to the conduct of their business.
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Section 104
Members

(1) Members of a central depository shall be a participant in a settlement system operated
by the central depository or be central depository that has become a participant in a settlement
system operated by another central depository under other legislation.®

(2) Members shall perform the following activities:

(@) register owners of book-entry securities and changes thereof, as well as other information
relating to such owners;

(b) record information pursuant to this Act in owner accounts;

(c) give orders to the central depository for accounting entries to debit or credit owner accounts
or holder account of a member;

(d) give orders to the central depository and to another member for registration of transfers in
accordance with Sections 22 and 23;

(e) give other orders to the central depository, except for orders specified under points (c) and (d)
for clearing and settlement of transactions in financial instruments;

(f) repealed as from 1 December 2016.

(3) Members shall perform the activities specified in paragraph 2 within a system for
technical data processing operated by the central depository subject to conditions stipulated in this
Act and in accordance with the operating rules.

(4) Central depositories may request members to supply information necessary for the
fulfilment of the obligations of the central depository in accordance with this Act. If so requested
by the central depository, a member shall supply the information without undue delay. Central
depositories shall not make entries in the owner account kept by a member; this does not apply to
the registration of a suspension of the right of use applying to an entire issue in accordance with
Section 28(5), nor to entries in owners’ accounts maintained by the member in regard to:

(a) the issuing of book-entry securities pursuant to Section 13;

(b) the conversion of securities pursuant to Section 16(3) and Section 17(2);

(c) achange in the particulars of book-entry securities pursuant to Section 12;

(d) the termination of securities pursuant to Section 14(4);

(e) the correcting or supplementing of a member’s records on the basis of an objection made
by an issuer under Section 108(1);

(F) the registration of a transfer of shares pursuant to Section 118i(8).

(5) Members may request the central depository to supply information necessary for the
fulfilment of the member’s obligations under this Act. If so requested by a member, the central

depository shall supply the information without undue delay.

(6) Central depositories may process statistical data from the register of securities kept
by members.

Section 105
Owner account

(1) An owner account shall contain in particular:
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(@) the number of the owner account, and the date when it was opened;
(b) the following information of the account owner:
1. business name or name, identification number and registered office, if a legal person;
2. name, personal identification number and permanent residence, if a natural person;
(c) information on individual securities, in particular:

1. class of security, its description as to its fungibility, ISIN code, and other particulars of
the security;

2. number of units of securities of a relevant issue, and their share in the issue;

3. business name or names, and identification numbers, in the case of legal persons, or
names and personal identification numbers, in the case of natural persons, of any co-
owners of the security and the size of their interest;

4. note on the registration, if any, of a suspension or restriction of the right of use;

5. business name and registered office of an investment firm administering the security
pursuant to Section 41, or managing the security pursuant to Section 43;

6. note on whether the security is subject to a pledge and, if so, identification of the secured
creditor;

(d) identification data pursuant to subparagraph (b) on persons authorised to use securities
registered in the owner account and the extent of their authorisation;

(e) identification data pursuant to subparagraph (b) on persons authorised to request information
about these securities and the extent of their authorisation;

(f) date and time of each accounting entry in the owner account.

(2) Central depositories shall, on request, open an owner account for another central
depository, a member, a public authority acting on behalf of the Slovak Republic, and a legal
person under other legislation.®®® The central depository may open an owner account also for
another legal person, if the operating rules provide for this.

(3) A member may open an owner account for legal persons other than those specified in
paragraph 2 or for natural persons. A member shall open an owner account for a legal or natural
person also at the request of an investment firm, a branch of a foreign investment firm, a foreign
investment firm, an issuer, or a stock exchange.

(4) Central depositories and members that open an owner account shall disclose the number
of that account only to the entity for whom the account was opened and without undue delay after
opening the account.

(5) Legal relationships between a member for whom an owner account was opened and
the central depository, and legal relationships between a member and the holder of such an account
are governed by this Act and by the Commercial Code.

(6) A member shall record, in a register that it maintains, the information mentioned in
paragraph 1(c)(4) upon the order of the central depository, if the central depository was given an
order pursuant to Section 28(5) applying to an entire issue of securities.

(7) The central depository or member shall provide a statement to the owner from this
account without undue delay after making an accounting entry to the debit or credit of the
account, unless otherwise agreed or unless so requested by the account owner. Central
depositories or members that maintain an owner account shall provide the account owner, at no
charge and on a durable medium, with a statement of the account containing the information
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specified in the second sentence of paragraph 8, and this statement shall be provided at least
once a year, or at more frequent intervals upon agreement; this obligation does not apply during
the period between the death of the account owner and the effective date of the inheritance
decision. At the request of a legal person under other legislation,®®® a central depository shall
hand over to the natural persons that the legal person specifies in the request in accordance with
other legislation®® a statement from the owner account within the scope of data according to
the second sentence of paragraph 8. By handing over this statement from the owner account,
liability according to the second sentence is deemed fulfilled. The central depository may
authorise a member or another legal person whose scope of business comprises the provision
of document printing, enveloping, sorting and distributing services or similar services, to
prepare, process and hand over the statement from the owner account or other documents which
the central depository is required to prepare, process or hand over to the account holder in
performing its activities. The central depository shall not be required to provide a statement of
this account to the account owner after it has been debited, if such an entry is made because of the
termination of the issuer’s register on grounds of a legal matter other than the contract with the
issuer, and the issuer has been deleted from the Commercial Register without a legal successor.
The central depository shall publish such fact on its website without undue delay.

(8) A statement of owner account pursuant to paragraph 1 given upon an accounting entry
crediting or debiting the account shall contain information on securities concerned by the change
before and after the accounting entry, indicating the number or volume of securities broken down
by class, issuer, and issue. A statement of an owner account under paragraph 1 produced at the
request of the account owner shall indicate the number or volume of securities broken down by
class, issuer, and issue.

(9) If a security is co-owned by several owners, the central depository or a member shall
register the security concerned on an owner account, holder account (Section 105a) or member’s
client account (Section 106):

(@) according to a relevant contract;

(b) according to a valid inheritance decision;

(c) based on a valid decision by another state authority; or
(d) based on other legal facts.

(10) A member is not allowed to keep an owner account for itself.

(11) The central depository shall, at the request of the account owner, reserve the owner
account in favour of Narodnd banka Slovenska, the European Central Bank or another central
bank of the Eurosystem*™" for the purpose of securing financial claims by a pledge as referred
to under Section 53a(1) to (5). Book-entry securities on a reserved owner account may be
acquired only by a movement under Section 18a or a transfer under Section 19. It is not possible
to cancel reservation of the owner account if the owner account contains securities.

Section 105a
Holder account

(1) A holder account is an account belonging to a person mentioned in paragraph 3 in
which a central depository records information on securities whose owners are registered with
the person mentioned in paragraph 3. A holder account is not an account in the meaning of
Section 105 or 106. Information on the owner of a security shall be kept in the records of an
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investment firm under Section 71h(2), or in equivalent records in accordance with the same
legal system under which was founded the foreign investment firms, or in records established
under the same legal system as was founded the foreign legal person for whom the holder
account was opened.

(2) A holder account shall include:
(@) the number of the holder account, and the date when it was opened,
(b) the business name or name, identification number, and registered office of the person
mentioned in paragraph 3 for whom the holder account was established,;
(c) information on individual securities, in particular:
1. the class of the security, further details pertaining to its fungibility, ISIN code, and other
particulars of the security;
2. the number of units of securities in the respective issue, and their share in that issue;
3. other information about the security, information on the registration of the right of use
in respect of a whole issue of book-entry securities;
(d) the date and time of the respective accounting entry in the holder account.

(3) Central depositories may open a holder account only for Narodna banka Slovenska,
another central depository, or a foreign legal person with a similar scope of business. Central
depositories may also open a holder account for an investment firm or for a bank authorised to
perform the ancillary service of custodianship, or for a foreign investment firm or foreign bank
authorised to perform an ancillary service such as custodianship. Central depositories may open
more than one holder account for a single person.

(4) Central depositories shall open a holder account on the basis of a written application
made by the person mentioned in paragraph 3 in accordance with the operational rules.

(5) After opening a holder account, the central depository shall notify the person
mentioned in paragraph 3 of the number of this account without undue delay.

(6) Legal relations between the person mentioned in paragraph 3 at whose request the
holder account was opened and the central depository are governed by this Act and the
Commercial Code.

(7) The statement of a holder account shall be delivered by the central depository to the
person mentioned in paragraph 3 without undue delay following every credit or debit entry
recorded in the account, unless otherwise agreed, or at the request of the person mentioned in
paragraph 3.

(8) A statement of a holder account issued after the recording of a credit or debit entry
in the holder account shall include information on the securities that the change concerns, both
before and after the change was recorded, indicating the number or volume of securities broken
down by class, issuer, and issue. The statement of a holder account issued at the request of the
person mentioned in paragraph 3 shall indicate the number or volume of securities broken down
by class, issuer and issue.

(9) For operations requiring a statement of information on the owner of a security
registered under this Act, information on the owner of a security recorded in a holder account
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shall be replaced with information on the person mentioned in paragraph 3 for whom the holder
account was opened, and this fact shall be stated.

(10) Where information on securities is recorded in a holder account, and the central
depository is subject to a statutory information, information on the owner of the securities shall
be replaced with information on the person mentioned in paragraph 3 for whom the holders
account was opened, and this fact shall be stated. If the securities are foreign, the person for
whom the holder account was opened shall provide the central depository with information on
the securities” owner to the extent necessary to meet the information obligation of a central
depository according to the national law under which the foreign securities were issued.

Section 105b
Technical account

(1) The technical account of a central depository shall be the account in which the central
depository records details of securities that are subject to liabilities and claims arising from the
clearing and settlement of transactions in financial instruments. The technical account shall not
be an account in the meaning of Sections 105, 105a and 106.

(2) A technical account shall include:
(@ the number of the technical account, and the date when it was opened;
(b) the business name or title, identification number, and registered office of the central
depository;
(c) information on individual securities, in particular:
1. the class of the security, further details pertaining to its fungibility, ISIN code, and other
particulars of the security;
2. the number of units of the security in the respective issue, and their share in that issue;
3. other information about the security, in particular, information on the registration of any
suspension of the right of use in respect of a whole issue of book-entry securities;
(d) the date and time of the respective accounting entry in the technical account.

(3) A statement of the technical account shall state the quantity or volume of the
securities according to class, issuers and issues, including their proportion of the relevant issue.

(4) For operations requiring a statement of information on the owner of a security that
is entered in a register in accordance with this Act, information on the owner of a security
recorded in a technical account shall be replaced with information on the central depository
which opened that technical account, and this fact shall be stated.

(5) Where information on securities is recorded in a technical account, and a disclosure
obligation is imposed on the central depository by law, information on the owner of the
securities shall be replaced with information on the depository which opened that technical
account, and this fact shall be stated.

Section 105c
Central securities depository link

(1) Where an owner account, client’s account or holder account is opened by a central
depository for another central depository or for a foreign central depository, or where an account
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is opened and maintained for a central depository by a foreign central depository, that account
is deemed to be a standard link® between central depositories. Where a holder account is opened
for a central depository, information on the owner of the securities shall be kept in its register
maintained in accordance with Sections 105, 105a, 105b and 106.

(2) Legal relations concerning an account that is opened and maintained for a central
depository in another Member State by a foreign central depository, foreign bank or foreign
investment firm established in a Member State are governed by the law of the Member State in
which this account is opened and maintained. The records that central depositories keep about
such accounts, about the securities held in such accounts, and about the owners or holders of
the securities held in such accounts are governed by the law of the Slovak Republic.

Section 106
Member’s client account

(1) A member’s client account is an account used by a central depository to register
information on securities whose owners are included in the register. A member’s client account
is not an account as specified in Section 105.

(2) A member’s client account shall contain:
(a) the number of the member’s client account and the date when it was opened;
(b) business name or name, identification number and registered office of the member;
(c) information on individual securities, in particular:
1. class of security, its description as to its fungibility, ISIN code, and other particulars of
the security;
2. number of units of securities of a relevant issue, and their share in the issue;
3. other information on a security, in particular a note on registration, if any, of a
suspension