29 November 2024

Positive preliminary assessment of the satisfactory fulfilment of milestones and targets
related to the second payment request submitted by Bulgaria on 7 October 2023,
transmitted to the Economic and Financial Committee by the European Commission

Executive summary

In accordance with Article 24(2) of Regulation (EU) 2021/241, on 7 October 2023, Bulgaria submitted
a request for payment for the second instalment of the non-repayable support. The payment
request was accompanied by the required management declaration and summary of audits.

To support its payment request, Bulgaria provided due justification of the satisfactory fulfilment of
60 out of the 62 milestones and targets of the second instalment of the non-repayable support, as
set out in Section 2.1.1. of the Council Implementing Decision of 4 May 2022 on the approval of the
assessment of the recovery and resilience plan for Bulgaria.

For 1 target and 1 milestone covering a large number of recipients, in addition to the summary
documents and official listings provided by Bulgaria, Commission services have assessed a
statistically significant sample of individual files. The sample size has been uniformly set at 60 which
corresponds to a confidence level of 95% or above in all cases.

In its payment request, Bulgaria has confirmed that measures related to previously satisfactorily
fulfilled milestones and targets have not been reversed. The Commission does not have evidence of
the contrary. Upon receipt of the payment request, the Commission has assessed on a preliminary
basis the satisfactory fulfilment of the relevant milestones and targets. Based on the information
provided by Bulgaria, the Commission has made a positive preliminary assessment of the satisfactory
fulfilment of 53 out of 62 milestones and targets.

The milestones and targets positively assessed as part of this payment request demonstrate
significant steps in the implementation of Bulgaria’s Recovery and Resilience Plan. They notably
highlight the continuation of the reform momentum in key policy areas. This includes, among others,
the entry into force of the amendments to the Employment Promotion Act, the [legal] definition of
energy poverty, the strengthening of the capacity to manage and implement TEN-T railways
projects, the establishment of the governance structure of Natura 2000 Network, and the entry into
force of the amendments to the e-Health regulatory framework. The milestones and targets also
confirm progress towards the completion of investment projects related to the establishment of the
national STEM centre, the signature of financing agreements between Bulgaria and the European
Investment Fund, the launch of a tender for the construction of production capacity of electricity
from renewable sources and of calls for proposals for energy efficiency renovations, and final
recipients trained to strengthen their procurement capacity.

By the transmission of this positive preliminary assessment and in accordance with Article 24(4) of
Regulation (EU) 2021/241, the Commission asks for the opinion of the Economic and Financial
Committee on the satisfactory fulfilment of the relevant milestones and targets.
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Related Measure: C1.R1: Reform in preschool and school education and lifelong

Number: 2 .
learning

Name of the Milestone: Entry into force of the amendments to the Employment Promotion Act

Qualitative Indicator: Provision in the law indicating the entry into force of

. Time: Q4 2022
the amendments to the Employment Promotion Act Q

Context:

Milestone 2 is part of Reform C1.R1 “Reform in preschool and school education and lifelong
learning” which aims to increase quality and access to education and training of all levels. To
achieve this, the reform includes the adoption of a legislative package as well as the adoption of an
action plan to implement the strategic framework setting out the priorities for the development of
the Bulgarian education system until 2030.

Milestone 2 requires the adoption of a provision in the law indicating the entry into force of the
amendments to the Employment Promotion Act. The amendments to the Employment Promotion
Act shall: i) introduce the possibility of combining vocational training with participation in a training
course for persons over 16 years of age; ii) introduce the option of validating professional skills and
key competences acquired through non formal learning or self-learning; iii) Increase the flexibility of
training opportunities, including by increasing the offer of online trainings.

Milestone 2 is the second milestone of Reform C1.R1 to increase quality and access to education
and training and it follows the completion of Milestone 1, related to the adoption of amendments
to the Preschool and School Education Act, including secondary legislation. It is implemented
together with Milestone 3, related to the adoption of an action plan containing the measures
addressing the recommendations of the Strategic Framework for the Development of Education,
Training and Learning in the Republic of Bulgaria (2021-2030). It is followed by Milestone 4, related
to the adoption of amendments to the regulatory framework for vocational education and training
(VET), which shall introduce changes to the list of professions for VET and their programmes.

The reform has a final expected date for implementation in Q3 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii.  Copy of the publication in the State Gazette No. 41 of June 3, 2022, of the Act for
Amendments and Supplements to the Employment Promotion Act (“3akoH 3a usmeHeHue u
donvHeHue Ha 30KOHA 3a HacbpyasaHe Ha 3aemocmma’”), which entered into force on
June 3 2022 accompanied by a link where the publication can be accessed.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Entry into force of the amendments to the Employment Promotion Act
The legislation introducing amendments to the Employment Promotion Act with the title “Act for

Amendments and Supplements to the Employment Promotion Act” was published in the State
Gazette No. 41 of 3 June 2023 and, according to its Article 24, it entered into force on the same day.




Furthermore, in line with the description of the measure, the entry into force of the amendments
to the Employment Promotion Act contributes to increasing i) quality and ii) access to education
and training.

i) Quality: a set of legal amendments (Article 16 point 17; Article 30a(1) points 25 and 26)
envisages state funding for the validation of professional knowledge, skills and
competences. This will facilitate the provision of additional training when gaps in the
professional knowledge, skills and competences are identified. The identification of gaps is
based on a preliminary comparison of the professional knowledge, skills and competences
with the learning outcomes included in the State Education Standards for acquiring a
qualification in the relevant profession. Following this process, tailor-made courses can be
organised and funded. This increases both the quality of trainings and access to training.

ii)  Access: another set of amendments (Final Provisions of the Act for Amendments and
Supplements to the Employment Promotion Act) allows for the possibility to gain an entry
educational level equivalent by participating in a literacy training course. Hence it
increases access to vocational training for people previously excluded. Another set of
amendments (Article 17(1) points 7 and 10; Article 26 point 6) enriches the range of
services provided by the active labour market policy to job seekers. It introduces the
option for referral to a procedure for validation of professional knowledge, skills and key
competences acquired through non-formal training or informal learning. De facto this is
equivalent to increasing access to education and training by removing the necessity of
additional formal courses.

The amendments to the Employment Promotion Act shall

- introduce the possibility of combining vocational training with participation in a training
course for persons over 16 years of age:

Article 21 of the Act for Amendments and Supplements to the Employment Promotion Act (Final
Provisions-) introduces new Paragraph 8 in Article 8 of the Vocational education and training Act.
This new provision removes the entry educational level requirement for adults to participate in
vocational training provided that participation in the vocational training course is simultaneously
combined with participation in a literacy training course. As such, the required educational level can
be achieved by means of a successfully completed literacy training course. Before the introduction
of this possibility, people without education had to first complete successfully a literacy training
course to become eligible to participate in vocational training course. The new legislative option for
simultaneous participation in vocational training course and in literacy training course increases the
flexibility of training opportunities and reduces the duration of time spent on training, while it
expands the eligibility and access to vocational training of adults without education.

- introduce the option of validating professional skills and key competences acquired
through non formal learning or self-learning:

The second kind of amendments (Article 16 point 17, Article 17(1) points 7 and 10; Article 26 point
6) expands the set of services available to job seekers as part of the active labour market policy.
More specifically, it introduces the option for referral to a procedure for validation of professional
knowledge, skills and key competences acquired through non-formal training or informal learning.
The labour offices will provide information and consultation to job seekers about the opportunity
for validation of professional knowledge, skills and competences, the validation procedure, the




institutions eligible to carry out validation, needed documents. The procedure for validation
provides job seekers with another option to acquire professional qualification, which is easier and
shorter in duration compared to participation in a formal training course.

- increase the flexibility of training opportunities, including by increasing the offer of online
trainings:

According to Ordinance No. 2 of 13 November 2014 on the Conditions and Procedure for Validation
of Professional Knowledge (Article 6(1), Article 7 points 2-5), the determination of the acquired
professional knowledge, skills and competences requested for validation is carried out through a
preliminary comparison of the professional knowledge, skills and competences with the learning
outcomes included in the State Education Standards for acquiring a qualification in the relevant
profession. The validation procedure envisages the organisation of additional training when gaps in
the professional knowledge, skills and competences are identified.

The possibility to cover the expenditures for the abovementioned validation procedure (including
the expenditures for the additional training, verification and examination), which the new
amendments to the Employment Promotion Act introduce (Article 16 point 17; Article 30a(1) points
25 and 26) means that costs for additional training, verification and examination can also be
covered by Active Labour Market policies funding. This increases the training offers and their
flexibility through organisation of short-term training courses that are tailored-made in line with the
individual needs/gaps identified during the validation procedure. According to the Vocational
Education and Training Act the forms of training of adults (persons aged 16 and above) are daily,
evening, extramural, individual, remote, as it is determined by the training institution in
coordination with the applicant of the vocational training. The training courses are organised in
person or online.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C1.R1 Reform in preschool and school education and lifelong

Number: 3 .
learning

Name of the Milestone: Action Plan for the implementation of the Strategic Framework for the
Development of Education, Training and Learning in the Republic of Bulgaria (2021-2030)

Qualitative Indicator: Adoption by the Council of Ministers | Time: Q4 2022

Context:

The objective of this reform is to increase quality and access to education and training. The reform
consists of the entry into force of a legislative package, including amendments to the Preschool and
School Education Act and secondary legislation, amendments to the Employment Promotion Act,
the adoption of an Action Plan for the implementation of the Strategic Framework for the
Development of Education, Training and Learning in the Republic of Bulgaria (2021-2030) and
amendments to the regulatory framework for vocational education and training (VET).

Milestone 3 concerns the adoption of the Action Plan for the implementation of the Strategic
Framework for the Development of Education, Training and Learning in the Republic of Bulgaria
(2021-2030), which includes the formulation of measures and actions, including their timeline, to
address the objectives of the Strategic Framework.

Milestone 3 is the third step of the reform, and it is accompanied by milestone 2, which requires
amendments to the Employment Promotion Act concerning training opportunities and validation of
skills. It follows the completion of milestone 1 that covered amendments to the preschool and




school education legislation. It is followed by milestone 4 requiring to align the regulatory
framework for vocational education and training with the needs of professional competences.

The reform has a final expected date for implementation in Q3 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i)  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii) A copy of the adopted Action Plan for the implementation of the Strategic Framework for
the Development of Education, Training and Learning in the Republic of Bulgaria (2021-
2030) and of the Strategic framework for development of education, training and learning
in the Republic of Bulgaria (2021 —2030);

iii) A copy of Excerpt from Protocol No 13 of the Meeting of the Council of Ministers on 22
March 2023 adopting the Action Plan for the implementation of the Strategic Framework
for the Development of Education, Training and Learning in the Republic of Bulgaria (2021-
2030);

iv) Dated minutes (14 December 2022) of the responsible Advisory Council’s meeting for the
review and proposal for approval of the “Action Plan until 2024 for the implementation of
the Strategic Framework for the Development of Education, Training and Learning in the
Republic of Bulgaria (2021-2030)” by the Minister of Education and Science;

v) Copy of the Strategic Framework for the Development of Education, Training and Learning
in the Republic of Bulgaria (2021-2030);

vi) List of participants at the Advisory Board meeting of 14 December 2022.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Adoption of the action plan for the implementation of the Strategic Framework for the
Development of Education, Training and Learning in the Republic of Bulgaria (2021-2030).

The Strategic Framework for the Development of Education, Training and Learning in the Republic
of Bulgaria (2021-2030) (hereinafter referred to as the “Strategic Framework”) will be implemented
based on three plans. The Action Plan for the implementation of the Strategic Framework for the
Development of Education, Training and Learning in the Republic of Bulgaria (2021-2030)
(hereinafter referred to as the “Action plan”) was adopted by Decision of the Council of Ministers
held on 22 March 2023 (see Excerpt from Protocol No. 13 of the Meeting of the Council of Ministers
on 22 March 2023). The adopted Action plan covers measures and actions until end-2024. The
second action plan to the Strategic Framework for the development of education, training and
learning in the Republic of Bulgaria (2021 — 2030) will cover the period 2025 — 2027 and the third
action plan will cover the period 2028 — 2030.

The Council Implementing Decision required that the Action plan would formulate measures and
actions, including their timeline, to address the objectives of the Strategic Framework. This suggests
that one single action plan would cover the full timeline of the Strategic Framework. Bulgaria has
opted for three consecutive action plans, flanked by two interim reports and a final analytical
report. The objectives, measures and result indicators included in it will be updated in 2024 and in
2027, in line with progress achieved or possible changes in challenges. The reason for the Strategic




Framework to be implemented with three-year plans is the opportunity for earlier reporting of the
results achieved and of their impact on the implementation of the Strategic Framework. Whilst this
constitutes a minimal substantive deviation from the requirement of the Council Implementing
Decision, this will allow to more accurately assess the follow-up actions needed to reach the targets
set in the Strategic Framework, addressing its objectives as per the requirements of the Council
Implementing Decision. Further, the Strategic Framework explicitly foresees sources of funding for
individual measures and action up to 2030, in line with the commitment to implement the National
Strategy over its entire lifespan. As of this, this minimal deviation does not affect the progress
towards achieving the reform that the milestone represents. On this basis, it is considered that this
constitutive element of the milestone is satisfactorily fulfilled.

The Action plan shall formulate measures and actions, including their timeline, to address the
objectives of the Strategic Framework. The objectives of the Strategic Framework shall include:
better access to quality education for children from vulnerable groups, including Roma.

The Strategic Framework covers several objectives, including Objective 5.6 “Educational integration
of children and pupils from vulnerable groups, including Roma, of applicants for or beneficiaries of
international protection and migrants” (page 28). The fourth measure under objective 5.1
Overcoming regional, socio-economic and other barriers to access to education (page 11)
determines one of the expected results as “Better access to quality education for children from
vulnerable groups, including Roma”. Further, Objective 5.3 “Supporting the development of
professionals in pre-school and school education” (page 27). Envisages, amongst other sub-
objectives, to develop and implement programmes to support teachers operating in schools with a
high number of children/pupils from vulnerable groups, including Roma.

The Action plan includes measures and actions, including their timeline, to support better access to
quality education for children from vulnerable groups, including Roma as follows:

i) Additional Bulgarian language training for children from vulnerable groups, as part of
Project “Active inclusion in the pre-school education system” in the Operational
Programme Science and Education for Smart Growth. Indicative time of completion: Q4
2023 (page 10).

ii) Active inclusion in the pre-school education system, as part of the Operational
Programme Science and Education for Smart Growth. This includes measures such as
extended access to pre-school education for children from vulnerable groups and living
in poverty, including Roma, as well as the provision of teaching aids, tools, materials,
software programmes for teaching etc. developed for children with another mother
tongue/children who do not have a good command of Bulgarian. Indicative time of
completion: Until finalisation of activities (page 11).

iii) Overcoming regional and socio-economic barriers to access to education, for example,
by means of providing free, safe and environmentally friendly transport of
children/pupils to educational institutions or supporting municipalities with a
concentration of children and students from vulnerable groups, including Roma, for
educational desegregation. Indicative time of completion: Q4 2024 (page 12).

iv) Increasing the competences of pedagogical and non-pedagogical specialists,
determined by the individual needs of children and students from risk groups. One
example is developing the competences of pedagogical professionals to work effectively
with children and pupils with a non-Bulgarian mother tongue in schools with at least 30
% pupils from families who do not speak Bulgarian at home, by providing relevant
training, which is expected to improve their access to education and its quality, by
better preparing staff. Indicative time of completion: Q4 2024 (page 9).

V) Implementation of effective educational integration and full socialisation of children




and students from ethnic minorities. Indicative time of completion: Q4 2024 (page 18)

vi) Socio-economic integration of vulnerable groups. Integrated measures to improve
access to education component, for example, by means of additional activities with
pupils at risk of dropping out of school from vulnerable groups, including ethnic
minorities and those seeking or granted international protection. Indicative time of
completion: Q4 2023 (page 19)

In terms of quality, the Action Plan includes measures targeting more broadly all pupils and that are
expected to increase quality, such as updating educational content and educational programmes to
prepare pedagogical professionals in higher education institutions, both in terms of curricula and of
practical trainings.

The Action plan shall formulate measures and actions, including their timeline, to address the
objectives of the Strategic Framework. The objectives of the Strategic Framework shall include:
larger coverage of children in the education system

The Strategic Framework covers several objectives including Objective 1.1. “Extending the scope of
children from 0 to 7 in early childhood education and care. Effective socialization” (page 18),
Objective 1.2. “Ensuring quality education and care for every child at an early age” (page 18) as well
as Objective 5.6 “Educational integration of children and pupils from vulnerable groups, including
Roma, of applicants for or beneficiaries of international protection and migrants” (page 28).

The Action plan includes measures and actions, including their timeline, to support larger coverage
of children in the education system as follows:

i) Providing conditions for the child’s transition from family environment to early childhood
education and care, for example, by analysing training needs of early childhood education
and care (ECEC) professionals to support and partner with families and by increasing the
share of children in pre-school education. Indicative time of completion: Q4 2024 (page 2).

ii) Improving the conditions for raising, educating, training and socializing children in early
childhood education and care, for example by providing modernised facilities, equipment
and didactic tools, including materials to develop children’s thinking and imagination and by
updating the regulatory framework to support the operation of innovative kindergartens.
Indicative time of completion: Q4 2024 (page 2).

iii) Applying an individual approach to the child in all early childhood education and care
services, for example by improving the ratio between the number of children and the
number of professionals working with them. Indicative time of completion: Q4 2023 (page
3).

iv) Creating conditions for increasing the range of children and students in activities of interest,
for example by supporting students’ involvement in extracurricular activities such as sport,
leisure and culture by increasing the number of schools with equipped and furnished rooms
for these activities by interest. Indicative time of completion: Q4 2024 (page 5).

v) Creating conditions for equal access to pre-school and school education by identifying
protected secondary schools and schools, aiming at increasing the net enrolment rate of the
population in education both in primary and secondary and upper secondary education.
Indicative time of completion: Q4 2024 (page 11).

The Action plan shall formulate measures and actions, including their timeline, to address the
objectives of the Strategic Framework. The objectives of the Strategic Framework shall include:
the introduction of a revised system of teacher qualifications and effective management practices
of educational institutions




The Strategic Framework covers several objectives including Objective 3.2 “Competence
development in line with the changing role of the teacher” (page 23).

The Action plan includes measures and actions, including their timeline, to support the introduction
of a revised system of teacher qualifications and effective management practices of educational
institutions, as follows:

i) Implementation of integrated measures to improve the qualification and motivation of
specialists in early childhood education and care, such as trainings, supervision and
mentoring models as well as enhanced competence profiles developed and implemented
for non-pedagogical professionals. Indicative time of completion: Q4 2024 (page 2).

ii) Updating the professional profiles of teachers in line with the key competencies of the 21st
century. Indicative time of completion: Q2 2024 (page 6).

iii) Updating the educational content and educational programs for the preparation of
pedagogical specialists in higher schools. Indicative time of completion: Q4 2023 (page 7).

iv) Improving the system of continuing qualification of teachers in line with the key
competences and skills for life and work in the 21st century, starting by assessing the needs
for continuous professional development, by setting up amended system for teacher
qualification and effective management practices and by establishing a database of
trainings provided to each teacher. Indicative time of completion: Q4 2024 (page 7).

The Action plan shall formulate measures and actions, including their timeline, to address the
objectives of the Strategic Framework. The objectives of the Strategic Framework shall include:
Innovation in schools, with a focus on the digital transformation and sustainable development

The Strategic Framework covers several objectives including Objective 6.4 “Developing education in
a digital environment and through digital resources” (page 32) and Objective 6.5 of the “Education
for sustainable development” (page 33). The Strategic Framework also includes Objective 7.3.
“Developing vocational education and training based on the transition to a digital and green
economy” (page 35).

The Action plan includes measures and actions, including their timeline, to foster innovation in
schools, with a focus on the digital transformation and sustainable developments, as follows:

i) Multiplication of successful innovations in all schools, by mapping and evaluating the
innovations implemented, developing a toolbox for self-assessment of innovation activities
to be implemented by educational institutions, with public disclosure of aggregated results
and by establishing professional learners/learning communities and innovation forums.
Indicative time of completion: Q4 2024 (page 20).

ii) Creating a national STEM skills environment for tomorrow, for example by setting up
national/regional STEM centres across the country. Indicative time of completion: Q4 2023
(page 20).

iii) Creating school centres with a STEM environment, such as dedicated classrooms and
laboratories. Indicative time of completion: Q4 2024 (page 21).

iv) Developing digital and media literacy and cybersecurity skills in the school community, for
example by means of practical trainings for students and teachers to develop skills for the
creation and use of artificial intelligence. Developing digital competence and digital
creativity. Indicative time of completion: Q4 2024 (page 21).

v) Ensuring digital preparedness and security in educational institutions, starting by ensuring
internet connectivity, by setting up e-diaries and by developing guidelines for the virtual
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delivery of educational activities to support teaching practices and techniques. Indicative
time of completion: Q4 2024 (page 23).

vi) Smart digitalisation of education in line with the effort to build e-government by setting up
an information and communication IT environment built to integrate the current digital
educational tools and data and by supporting the automated exchange of information
provided to facilitate daily educational and administrative activities. Indicative time of
completion: Q4 2024 (page 24).

vii) Development of education in a digital environment and through digital resources under the
Project "Education for tomorrow", for example by setting up a “digital rucksack” with
lessons, tests, exercises, collected texts, images, interactive presentations, 3D models, video
and audio clips, virtual and augmented reality and by providing free access to textbooks.
Indicative time of completion: Q4 2023 (page 24).

In conclusion, the Action Plan includes measures and actions, including their timeline, to support
the implementation of each objective of the Strategic Framework.

Prior to adoption, the action plan shall have been reviewed by an Advisory Council responsible for
the monitoring and reporting on the implementation of the strategic framework.

The Advisory Council to the Minister of Education and Science, responsible for monitoring and
reporting on the implementation of the Strategic framework for the development of education,
training and learning in the Republic of Bulgaria 2021-2030, was established by Order P 09-4687 of
26 September 2022 of the Minister for Education and Science. Its membership includes a wide
range of experts — Academia, the Bulgarian Academy of Sciences, scientific institutes, non-
governmental organizations. It is responsible for the monitoring and reporting on the
implementation of the Strategic Framework, as laid down in Order P 09-4687 of 26 September
2022.

A meeting of the Advisory Council to the Minister of Education and Science was held on 14
December 2022 and discussed the draft Action plan until 2024, as evidenced by the minutes of the
meeting held on 14 December 2022, both under the section “Agenda of the meeting as adopted by
the Advisory Board” and under “Information on the discussion held on the agenda items” (pages 1-3
of the minutes). In addition, the Bulgarian authorities also provided the list of participants attending
the meeting. On this basis, it can be considered that the Action plan was reviewed by the
responsible Advisory Council prior to the adoption of the Action plan, which took place on 22 March
2023.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 7 Related Measure: C1.R2: Higher Education Reform

Name of the Milestone: Action plan for the implementation of the Strategy for the Development
of Higher Education in the Republic of Bulgaria (2021-2030)

Qualitative Indicator: Adoption by the Council of Ministers Time: Q4 2022

Context:
The measure aims to enhance the effectiveness of higher education across the territory of Bulgaria.

Milestone 7 requires the adoption of the Action Plan for the implementation of the Strategy for the
Development of Higher Education in the Republic of Bulgaria (2021-2030) covering measures and
actions, including their timeline, to address the objectives of the strategy. The strategy shall cover
several objectives, such as the development of a mechanism to update and expand curricula, the
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strengthening of research activities and scientific networks and supporting life-long learning in
higher education institutions. In line with the description of the reform in the annex to the Council
implementing decision, the strategy also needs to make recommendations to foster access to
quality higher education, increase its labour market relevance and promote research.

Milestone 7 is the third and last milestone of the reform, and it follows the completion of milestone
5 related to the entry into force of the amendments to the Higher Education Act and milestone 6
related to the adoption of the National Map of Higher Education.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii. A copy of the adopted Action Plan for the implementation of the Strategy for the
Development of Higher Education in the Republic of Bulgaria (2021-2030);

iii. Decision from the agenda of the meeting of the Council of Ministers of 6 January 2021
(extract from Minutes No. 51 of the meeting of the Council of Ministers) - for the adoption
of the Action plan for the implementation of the Strategy for the Development of Higher
Education in the Republic of Bulgaria for the period 2021 — 2030, together with links where
both the Decision and the Action Plan for the implementation of the Strategy for the
Development of Higher Education in the Republic of Bulgaria (2021-2030) can be accessed,;

iv. A copy of the adopted three-year plan for the implementation of the Strategy for the
Development of Higher Education in the Republic of Bulgaria 2021 — 2030 for the period
2021-2024 - https://www.mon.bg/nfs/2022/05/3-godishen-plan_strategy-vo_05052022.pdf

v. Order No. RD09 — 2937 of 21 April 2022 by the Minister for Education and Science for the
approval of a three-year plan for the implementation of the Strategy for the Development
of Higher Education in the Republic of Bulgaria 2021 — 2030 for the period 2021-2024,
together with links where both the Order and the yhree-year plan can be accessed;
https://www.mon.bg/nfs/2022/05/zap2937_strategy-vo_05052022.pdf

vi. A copy of the Strategy for the Development of Higher Education in the Republic of Bulgaria
(2021-2030);

vii. Decision of the 44th National Assembly of 17 December 2020 on the adoption of a Strategy
for the Development of Higher Education in the Republic of Bulgaria for the period 2021 -
2030, published in the State Gazette No. 2 of 8 January 2021, together with links where
both the Decision and the Strategy can be accessed;
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=154629

viii. Explanatory note demonstrating that the revision of existing provisions regarding state-
controlled subsidised admission to public higher education institutions have been made in
accordance with national and regional developments of the labour market (as part of the
summary document).

The authorities also provided:

ix. National Map of Higher Education in the Republic of Bulgaria of 2021-2030, together with
links where it can be accessed;

X. Methodology to prepare and update the information on the state of the composition and
territorial distribution of higher education contained in the National Map of Higher
Education in the Republic of Bulgaria 2021-2030, adopted by the Ministry of Education and
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Science, together with links where it can be accessed;

xi. Status of the profile and territorial distribution of higher education in the Republic of
Bulgaria in 2021, adopted by the Ministry of Education and Science, together with links
where it can be accessed.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The Action Plan for the implementation of the Strategy for the Development of Higher Education
in the Republic of Bulgaria (2021-2030) was adopted:

The Action Plan for the implementation of the Strategy for the Development of Higher Education in
the Republic of Bulgaria (2021 — 2030) (hereinafter referred to as the “Action Plan”) was adopted by
Decision of the Council of Ministers of 6 October 2021 for the adoption of the Action plan for the
implementation of the Strategy for the Development of Higher Education in the Republic of Bulgaria
for the period 2021 — 2030. However, Bulgarian authorities have decided to adopt a separate three—
year Action Plan for the implementation of the Strategy for the development of higher education in
the Republic of Bulgaria 2021 — 2030 for the period 2021-2024 (hereinafter referred to as the
“three-year Action Plan”) by Order No. RD09 — 2937 of 21 April 2022 of the Minister for Education
and Science. This three-year Action plan is not linked to a requirement of the Council Implementing
Decision, but facilitates the implementation of the Strategy and of the Action Plan by providing
indicators with base and target for each measure.

The Action Plan for the implementation of the Strategy for the Development of Higher Education
in the Republic of Bulgaria (2021-2030) shall formulate measures and actions, including their
timeline, to address the objectives of the strategy.

The Strategy for the Development of Higher Education in the Republic of Bulgaria for the period
2021 — 2030 (hereinafter referred to as the “Strategy”) defines ten objectives to enhance the
effectiveness of higher education under Section 5 “Priority areas and objectives for the
development of higher education” on page 33. The analytical underpinning of these objectives is
presented in Section 2 “Analysis of the environment and state of the higher education system”
across three subsections covering: 1) the overview of the implementation of the previous strategy
for the development of higher education (2014-2020), 2) the challenges posed by developments
outside the field of higher education, 3) the challenges arising from developments within the field of
higher education in the Republic of Bulgaria.

Based on the results of this analysis, the objectives identified in the Strategy are as follows:
e Objective 1. “Develop a sustainable mechanism to modernise existing curricula and create
new curricula;
e Obijective 2. “Introducing modern, flexible and effective forms and methods of learning”;
e Objective 3. “Improving the organisation and effectiveness of education in higher education
institutions”;
e Objectived. “Internationalisation of higher education and inclusion in international
educational and scientific networks”;
Objective 5. “Encouraging the participation of young teachers”;
Objective 6. “Strengthening scientific work in higher education institutions”;
Objective 7. “Building an effective link between education-science and business”;
Objective 8. “Enhancing the role of higher education institutions as an active actor for
regional development”;
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e Objective 9. “Improving the governance and accreditation system of higher education
institutions”;
e Objective 10. “Improving the structure and efficiency of higher education”.

Through a mapping it was verified that for each objective, the Action Plan presents measures and
actions, including their timeline, to address the objectives of the Strategy and that the objectives
cover each element of the milestone as presented below. Formally, each objective will be
implemented by means of “activities” and, for each activity a set of measures is developed to
implement it.

An excerpt of this mapping with at least one example of an action for each objective is presented
below:
e Objective 1. “Develop a sustainable mechanism to modernise existing curricula and create
new curricula;

o Anexample of corresponding action: 1.1.2 Achieving a balance between the
development of cognitive (including analytical and digital) and non-cognitive
(including social and emotional) competences Timeline: 2021-2025. (p.3)

e Objective 2. “Introducing modern, flexible and effective forms and methods of learning”;

o An example of corresponding action: 2.1.1 Establishing university centres for
learning resources. Timeline: 2021-2025. (p.7)

e Objective 3. “Improving the organisation and effectiveness of education in higher education
institutions”;

o Anexample of corresponding action: 3.1.1 Basing the internal quality management
system (QMS) on a description and analysis of the key processes and activities of
the higher school and their interrelationship. Timeline: 2021-2025. (p.11)

e Objective 4. “Internationalisation of higher education and inclusion in international
educational and scientific networks”;

o An example of corresponding action: 4.1.1 Stimulation of higher education
institutions for inclusion and active participation in the initiative to build European
universities. Timeline: 2021-2025. (p.14)

e Objective 5. “Encouraging the participation of young teachers”;

o An example of corresponding action: 5.1.1 Creation of standards that guarantee the
appointment of teachers possessing personal and professional knowledge and skills,
ensuring high quality of teaching and forming mutual trust with students. Timeline:
2022-2025. (p.18)

e Objective 6. “Strengthening scientific work in higher education institutions”;

o Anexample of corresponding action: 6.1.5 Regulation and resource provision of the
activity of doctoral schools. Timeline: 2025-2027. (p.21)

e Objective 7. “Building an effective link between education-science and business”;

o An example of corresponding action: 7.1.4 Inclusion in the periodic certification of
teachers of indicators that objectively take into account the relevance of the taught
material from the point of view of its scientific and technological level. Timeline:
2021-2023. (p.24)

e Objective 8. “Enhancing the role of higher education institutions as an active actor for
regional development”;

o An example of corresponding action: 8.2.3 Regulation and activation of the role of
the regional managements, through the boards of trustees and other appropriate
forms, in the preparation, regular monitoring and reporting of the mandate
programs of the rectoral managements in terms of compliance with the needs of
the region. Timeline: 2021-2025. (p.28)

e Objective 9. “Improving the governance and accreditation system of higher education
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institutions”;

o An example of corresponding action: 9.1.1 Clear legal regulation of the powers of

the Boards of Trustees of Universities. Timeline: 2021-2022. (p.28)
e Objective 10. “Improving the structure and efficiency of higher education”.

o An example of corresponding action: 10.1.1 Creation of a system for joint use of the
material base (teaching laboratories, training bases, sports bases, etc.) of two or
more higher schools in order to increase the quality and effectiveness of training.
Timeline: 2021-2025. (p.31)

Some specific measures and actions in the Action Plan related to the Strategy objectives addressing
the milestone elements are:

In the Action Plan, all the activities under Objective 1, namely activities from 1.1 to 1.4, focus on the
milestone element “the development of a mechanism for updating existing and developing new
curricula”. The relevant measures substantiating these activities are all measures from 1.1.1to 1.4.7
(pages 3 — 7). One example is measure 1.2.2 “Strengthening the interdisciplinary approach to the
preparation of school curricula and programmes, and introducing hybrid disciplines involving
teachers from different scientific fields and professional backgrounds”, to be implemented in two
consecutive phases, 2021-23 and 2024-28 (page 4).

In the Action Plan, concerning this dimension of the milestone, the most relevant activity under
Objective 8 is Activity 8.1 “Creation and use of a national map of higher education in the Republic of
Bulgaria (NVORB)”. Under this activity, the use of the information from the National Map of Higher
Education in the Republic of Bulgaria (hereinafter referred to as the “National Map of Higher
Education”) by employers and the relevant ministries in cooperation between institutions from the
higher education system and state and local authorities will be strengthened, which in turn will help
to implement changes in the state-controlled subsidised access to public higher education schools
in accordance with the labour market.

Measures in the Action Plan relevant for the purpose of the element of the milestone “a revision of
existing provisions regarding state-controlled subsidised admission to public higher education
institutions. Changes shall be made in accordance with national and regional developments of the
labour market” are:

e Measure 8.1.1 “Establishment of the National Map of Higher Education in the Republic of
Bulgaria, which identifies the development needs of higher education by region and the
resources available from teachers and potential candidate students, also taking into
account the possibilities for attracting foreign students and Bulgarians living abroad”; this
measure is currently already implemented (due by 2021) (page 27 of the Action Plan and 72
of the three-year Action Plan);

e Measure 8.1.2 “Using information from the National Map of Higher Education, employers
and line ministries to further develop the state-controlled subsidised admission system in
the public higher education institutions, in line with national and regional needs and
forecasts for future labour market developments”. Notably, the Action Plan envisages
regulatory changes to be implemented over two consecutive phases (2021-25 and 2026-30)
to achieve this result (page 27 of the Action Plan and 73 of the three-year Action Plan).

In the Action Plan, under Objective 4 and Objective 6, all activities are relevant for the purpose of
the element of the milestone “research enhancement and promotion of higher educations by
developing scientific networks;” The following are examples measures in the Action Plan under
these activities:

e Measure 4.1.2 “Expanding international cooperation and academic partnerships with
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foreign universities and scientific organisations, and participating in university and scientific
networks”, by developing new contractual instruments to increase the number of new
international partners from 11 to 20 over two subsequent phases (2021-25 and 2026-30)
(page 14 of the Action Plan and 33 of the three-year Action Plan);

Measure 6.2.2 “Encourage cooperation among higher education institutions and between
higher education institutions and the Bulgarian Academy of Sciences and the Agricultural
Academy and business institutes for the preparation and implementation of common
scientific projects and joint training through common master and doctoral programmes
with shared human and material resources”, bringing the number of joint programmes from
37 to 180, supported by the Research, Innovation and Digitalization for Smart
Transformation Programme under the ESF (European Social Fund); this is planned over two
subsequent phases (2021-23 and 2024-30) (page 22 of the Action Plan and 60 of the three-
year Action Plan).

In the Action Plan, measures relevant for the purpose of the element of the milestone “the
establishment of training centres for life-long learning in higher education institutions” are:

Measure 7.2.5 “Supporting the activities of the centres for lifelong learning at the higher
education institutions” aims at establishing additional centres for lifelong learning bringing
their number from 1 000 to 3 000 over two subsequent phases (2021-25 and 2026-30)
((page 25 of the Action Plan and 66 of the three-year Action Plan);

Measure 1.1.3 “Encouraging the development of key competences for lifelong learning,
competence in foreign languages, civil and social competences, common digital
competences as well as competences in the field of financial literacy” by updating curricula
and programmes over two subsequent phases (2021-23 and 2024-30) (page 3 of the Action
Plan and 4 of the three-year Action Plan);

Measure 8.2.4 “Supporting and encouraging development of training programmes for
postgraduate qualification and retraining (learning through lifetime) which correspond to
the needs of the region” by updating at least 20 lifelong learning programmes over two
subsequent phases (2021-25 and 2026-30) (page 28 of the Action Plan and 76 of the three-
year Action Plan).

In the Action Plan, measures relevant for the purpose of the element of the milestone “the
introduction of additional specialisations and programmes in higher educations with double
diplomas” are:

Measure 4.2.7 “Encouraging and supporting the establishment of joint educational
programmes between Bulgarian and foreign higher education institutions, as well as new
forms of educational exchanges within the framework of European cooperation such as
double and joint degrees and others”, bringing the number of joint curricula from 117 to
210 also making use of the Erasmus + programme, over two subsequent phases (2021-25
and 2026-30)(page 16 of the Action Plan and 41 of the three-year Action Plan);

Measure 10.1.3 “Encouraging the development of interdisciplinary curricula and the hybrid
specialties combining disciplines of two or more professional directions that are carried out
by two or more higher education institutions”, including by means of changes in the
regulatory framework and of policies for development of the higher education”, with the
aim of bringing the number of interdisciplinary curricula and hybrid courses from 356 to 400
over two subsequent phases (2021-24 and 2025-30) (page 31 of the Action Plan and 84 of
the three-year Action Plan).

All the measures in the Action Plan are accompanied by an implementation timeline.

The objectives of the strategy shall cover: the development of a mechanism for updating existing
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and developing new curricula;

The Strategy contains a dedicated objective focusing on this element of the milestone, namely
Objective 1. “Develop a sustainable mechanism to modernise existing curricula and create new
curricula”.

...the revision of existing provisions regarding state-controlled subsidised admission to public
higher education institutions, where changes will be made in accordance with national and
regional developments of the labour market;

The Strategy contains a dedicated objective covering this element of the milestone, namely
Objective 8 “Enhancing the role of higher education institutions as an active actor for regional
development”. This is to be achieved by means of a set of measures grouped under two overarching
activities, amongst which the creation and use of the National Map of Higher Education in the
Republic of Bulgaria as a guideline for policy development in the higher education system (“Activity
8.1”). As presented below, Objective 8 of the Strategy covers the revision of existing provisions
regarding state-controlled subsidised admission as their revision, by means of regulatory changes, is
a necessary step to achieve the objective.

e National and regional needs and forecasts for future market developments are taken into
account in the Strategy as follows. Changes to the provisions on state-controlled subsidised
admissions are going to be designed based on the National Map of Higher Education and
based on input from stakeholders. The National Map of Higher Education is adopted by the
Council of Ministers after a proposal from the Minister of Education and Science and it is
updated annually. It defines the profile and territorial structure of the higher education
sector in the country by professional fields and specialties of regulated professions in
relation with the socio-economic development and the needs of the labour market. It
therefore captures existing mismatches between the existing offer and labour market needs
and provides policy orientations based on identified results. The document contains a
section formulating policy guidelines to enhance higher education in line with labour
market needs, namely Section 4. “Guidelines of national policies for the development of the
profile and territorial structure of higher education in professional fields and specialties
from the regulated professions in compliance with socio-economic development and labour
market needs”. The National Map of Higher Education (p.71) specifies that these guidelines
will be applied in conjunction with existing policies 1) on the conditions and procedures for
validating the number of students and doctoral candidates admitted to training in public
higher education institutions and for adopting a list of priority vocational fields and a list of
protected specialities (as defined by Decree No. 328 of the Council of Ministers of 30
November 2015) and 2) on the funding from the State budget for the financial support of
studies in public higher education institutions, subject to a comprehensive assessment of
the quality of training and its relevance to the needs of the labour market.

...research enhancement and promotion of higher education by developing scientific networks;
The Strategy contains two objectives that are relevant to this element of the milestone, namely
Objective 4 “Internationalisation of higher education and inclusion in international educational and

scientific networks” and Objective 6 “Strengthening scientific work in higher education institutions”.

...the introduction of additional specialisations and programmes in higher education with double
diplomas;
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The introduction of additional specialisations and programmes in higher education with double
diplomas is implemented through measures to stimulate the establishment and support the
functioning of joint educational programs between Bulgarian and foreign universities. This includes
the development of interdisciplinary curricula and of hybrid specialties combining two or more
professional pathways.

For this element, several objectives can be considered relevant such as Objective 4
“Internationalisation of higher education and inclusion in international educational and scientific
networks”, Objective 6 “Strengthening scientific work in higher education institutions”, Objective 7
“Building an effective link between education-science and business” and Objective 10 “Improving
the structure and efficiency of higher education”.

...the establishment of training centres for life-long learning in higher education institutions;

This element of the milestone is covered by Objective 7 “Building an effective link between
education-science and business” and it is supported by others such as Objective 1 “Develop a
sustainable mechanism to modernise existing curricula and create new curricula” and Objective 8
“Enhancing the role of higher education institutions as an active actor for regional development”.

Furthermore, in line with the description of the measure, the Strategy shall set key objectives and
make recommendations to foster access to quality higher education, increase the labour market
relevance of higher education and promote research, including via the development of
international research networks.

The Strategy identifies several challenges, identifies concrete corresponding objectives, and makes
recommendations for specific activities on how to achieve them. Each activity under each objective
is addressed by several measures to implement it. The ten priority objectives identified by the
Strategy can be associated to the three areas mentioned above as follows:
e Fostering access to quality higher education:

o Objective 1. Develop a sustainable mechanism for updating existing and creating new

curricula and programmes;

o Objective 2. Introduction of modern, flexible and effective forms of training;
Objective 3. Improving the quality of education in higher schools’ accreditation
o Objective 8. Increasing the role of higher education institutions as an active factor for

regional development system.

O

One example for a recommended activity under Objective 2 is activity 2.2 “Creation of a material
and financial foundations enabling the application of modern and flexible teaching and research
methods”. This activity is implemented by, amongst others, measure 2.2.4 “support for content
creation and technological resources for the development of quality distance learning, with
interactive access and virtual audiences, including and for attraction of foreign students and
Bulgarian youth from abroad to study in Bulgaria” (p.42 of the Strategy), which can support access
to quality higher education by creating additional tools. Another recommended activity, under
Objective 8, is activity 8.1 “Creation and use of a national map of higher education in the Republic of
Bulgaria”. This is implemented by, amongst others, measure 8.1.5 “systematic efforts at national
and regional level for overcoming to existing real social and regional inequalities in access to higher
education, e.g. by supporting preparatory courses for candidate students from vulnerable groups
and in certain regions” (p.51 of the Strategy), which aims to support vulnerable and/or
disadvantaged groups in accessing higher education.

e Increasing the labour market relevance of higher education:
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o Obijective 1. Develop a sustainable mechanism for updating existing and creating new
curricula and programmes;

Objective 2. Introduction of modern, flexible and effective forms of training;
Objective 3. Improving the quality of education in higher schools;

Objective 7. Building an effective relationship education-science-business;

Objective 8. Increasing the role of higher education institutions as an active factor for
regional development.

O O O O

Concerning increasing the labour market relevance of higher education, the entire Objective 7
“Building an effective relationship between education and science and business” contributes to
addressing this dimension of the measure. Examples of corresponding recommended activities and
measures for their implementation are:

- 7.1.1 Updating the content of curricula and programs, as well as the accompanying educational
materials in all Higher education institutions, so that they correspond to modern scientific and
technological knowledge. (page 49 of the Strategy)

Labour market relevance implies possession of latest knowledge and in particular focus on digital
(technological) and scientific aspects, so this recommended action addresses the element from the
reform description.

- 7.3.3 Inclusion of training on innovation, entrepreneurship and intellectual property in all
academic plans and programs (with the exception of some specific professional areas such as
theology and philosophy) according to the specifics of the professional area and the educational
degree. (page 50 of the Strategy).

Innovation, entrepreneurship and Intellectual property are key elements of increasing number of
businesses and thus their inclusion in academic plans, increases the labour marker relevance of
higher education.

Similarly, the entire Objective 8 “Enhancing the role of higher education institutions as an active
factor for regional development” is relevant and all the corresponding recommended activities set
under it contribute to increasing labour-market relevance.

A relevant example of recommended activity is:

- 8.1.3 “Regulating procedures to use the information from the National Map of Higher Education
for a balanced development of the network of higher education institutions according to the needs
of the regions and according to real possibilities” (page 251 of the Strategy).

Given the fact that the National Map of Higher Education provides analysis of the national and
regional socio-economic and labour market developments, using information from the Map for the
development of network of higher education institutions increases the labour market relevance of
the higher education.

e  Promoting research, including via the development of international research networks
o Obijective 4. Internationalisation of higher education and inclusion in international
educational and scientific networks;
o Objective 6. Activation of scientific activity in higher schools;
Objective 7. Building an effective relationship education-science-business;
o Objective 8. Increasing the role of higher education institutions as an active factor for
regional development;
o Objective 10. Improving the structure and efficiency of Higher Education.

o
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Concerning this element of the measure, Objective 4 has the highest relevance and all the
recommended activities envisaged under it contribute to promoting research, including via the
development of international research networks. An example is activity 4.1 “Building effective
networks between Bulgarian and foreign higher education institutions on the basis of jointly
implemented activities”.

Measure 4.1.3 “Boosting and supporting international research cooperation and participation in
international research projects and infrastructures” (page 34 of the Strategy) implies direct
promotion of research as participation in international research projects and infrastructures is a
prerequisite for the development of international research networks.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 8 Related Measure: C1.11: STEM centres and innovation in education

Name of the Milestone: Establishment of the national STEM centre

Qualitative Indicator: Provision in the national legislation indicating the

establishment of the national STEM centre Time: Q4 2022

Context:

The measure aims to modernise teaching tools and enhance the learning in the fields of science,
technology, engineering and math (STEM) subjects in Bulgarian schools, inter alia via the
construction and/or refurbishment of a national and three regional STEM centres. The national
STEM centre is expected to act as a centralised unit that develops content, tools and methodologies
to support the trainings of both teachers and students.

Milestone 8 requires the establishment of the national STEM centre through national legislation.

Milestone 8 is the first step of the investment and it will be followed by milestone 9, related to the
signature of contracts for the provision of construction or renovation works for the national and
regional STEM centres and for the STEM laboratories in schools, and by targets 10 and 11, related to
the finalisation of construction/renovation works for the four centres and to the setup of 2 234
newly built/equipped STEM laboratories in schools, respectively.

The investment has a final expected date for implementation in Q2 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii.  Acopy of the publication in the State Gazette No. 62 of 27 July 2021 of Order No. RD-14-45
of the Minister of Education and Science of 14 July 2021 establishing the national STEM
centre together with a link where it can be accessed
(https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=160272).

iii. A copy of the Regulation for the structure and activities of the national STEM centre,
published in the State Gazette No. 2 of 7 January 2022 together with a link where it can be
accessed (https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=167251).

The authorities also provided a copy of the Pre-school and School Education Act, published in the
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State Gazette No. 79 of 13 October 2015, together with a link where it can be accessed
(https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=97877).

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Provision in the national legislation indicating the establishment of the national STEM centre.

The Council Implementing Decision required a provision in the national legislation indicating the
establishment of the national STEM centre. The national STEM centre was established by Order No.
RD-14-45 of the Minister of Education and Science of 14 July 2021 (hereafter referred to as “Order”)
in line with the provisions in the Pre-school and School Education Act. More specifically, the
provisions in Article 310(1) point 3, Article 311(4) and Article 320(1) provide the legal basis of the
power of the Minister of education and science to establish a National STEM Center by order. The
Order was published in the Official Journal ‘State Gazette’ No. 62, page 86 and entered into force on
27 July 2021 in line with the provisions of Article 320(1) of the Pre-school and School Education Act.
This article stipulates that the orders for opening, changes, transformations or closure of
institutions in pre-school and school education enter into force on the day of their promulgation in
the State Gazette, unless otherwise provided therein. Furthermore, the structure, organisation of
work and activities of the national STEM Center, are defined by the Regulation for the structure and
operation of the national STEM Center, published in the State Gazette No. 2 of 7 January 2022
(hereafter referred to as “the Regulation”). The Order entered into force three days after its
publication in the State Gazette in line with the general rules in Article 5(5) of the Constitution of
the Republic of Bulgaria.

The main responsibilities of the national STEM centre shall include the organisation of trainings
for teachers and other pedagogical professionals.

As explained above, the structure, organisation of work and activities of the national STEM centre
are defined by the Regulation. Article 4 of the Regulation spells out the main responsibilities of the
national STEM Center. The organisation of trainings for teachers and other pedagogical
professionals is covered by Article 4(3) — 4(6) of the Regulation.

The main responsibilities of the national STEM centre shall include the development of teaching
material and the set-up and maintenance of an electronic portal and library with publicly
available educational resources.

The responsibility for the development of teaching material and the set-up and maintenance of an
electronic portal and library with publicly available educational resources is established by Article
4(5) and 4(15) of the Regulation. Further, Article 16 defines the activities of the Training and
Resources Department of the National STEM Centre. These include developing learning resources
and models, as well as, amongst others, the creation and maintenance of an electronic portal and
library for sharing resources, practical guides, quality standards, useful links.

The main responsibilities of the national STEM centre shall include the coordination and support
of student activities in STEM fields, including participation in scientific Olympic competitions, as
follows:

The coordination and support of student activities in STEM fields, including participation in scientific
Olympic competitions is covered by Article 4(7) and 4(9) — 4(13) of the Regulation. These articles
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define the role of the STEM centre as coordinator of student research communities, as well as
organiser of activities to exchange best-practice with other national and international institutions as
well as of events to disseminate the results of STEM-related research. Further, the national STEM
centre is in charge of running competitions to create new educational content and organising
annual awards for innovators. Lastly, the centre is to organise and conduct the preparation of
national Olympic teams in STEM competitions.

Furthermore, in line with the description of the measure, the national STEM centre is expected to
act as a centralised unit that develops content, tools and methodologies to support the trainings
of both teachers and students.

Article 3(1) of the Regulation stipulates that the national STEM centre is to coordinate and support
the establishment and development of an integrated learning environment in the STEM fields in
each Bulgarian school, creating a model for learning, working with research methods and tools,
resources and professional development and qualification. With respect to the development of
content and tools to support the trainings of teachers and students, as explained above in the
analysis of the main responsibilities of the national STEM centre, Articles 4(5), 4(15) and 16 of the
Regulation establish that one of the main responsibilities of the centre is to develop teaching
material and to set-up and ensure the maintenance of an electronic portal and library. The
development of methodologies to support the trainings of teachers and students is covered in the
Regulation by Article 4(5), which states that, amongst other functions and activities, the centre
develops practical guidance and other materials for teachers on research, projects and competition
training in the STEM environment; by Article 4(6), according to which the centre organises and
conducts courses, seminars and other events for teachers, pedagogical specialists, students and
others in order to disseminate the research approach in education and training; as well as by Article
4(8), which stipulates that the centre participates in the elaboration of rules, regulations and
guidelines for school STEM projects. In consideration of the foregoing, the national STEM centre
acts as a centralised unit that develops content, tools and methodologies to support the trainings of
teachers and students.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C2.11: Programme to accelerate economic recovery and

Number: 29 . . .
transformation through research and innovation

Name of the Target: Signature of contracts with research higher education institutions

Quantitative Indicator: Number Baseline: 0 Target: 9 Time: Q4 2022

Context:

The objective of this investment is to accelerate economic recovery and transformation through
research and innovation. To this end, the investment aims to enhance Bulgaria’s research and
innovation performance, the effectiveness of technology transfer and foster information-sharing
among research universities by putting in place an effective financing system that rewards project
proposals by higher education institutions and innovative small and medium enterprises.

Target 29 requires the signature of contracts with nine higher education institutions selected by a
committee in the Ministry of Education and Science. The contracts shall cover research activities to
be carried out based on a concrete plan for research development and technology transfer. In
addition, the selected institutions are required to participate in a research network.

Target 29 is the first step of the implementation of the investment, and will be followed by target 30,
which requires a report by each of the research higher education institutions to present the results
achieved. Target 29.a expands on Target 29 by including an additional higher education institution,
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increasing the target number of institutions with which a funding contract is signed to 10. The
investment furthermore comprises of milestone 27 and target 28, related to the rewarding of
project proposals by innovative small and medium-sized enterprises and higher education
institutions. The investment has a final expected date for implementation in Q2 2026.

Evidence Provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

vi.

Vii.

viii.

A summary document duly justifying how the target (including all the constitutive elements)
was satisfactorily fulfilled.

A list of research higher education institutions based on the Decision of the Council of
Ministers No. 839 of 27 October 2022 and published in State Gazette No. 87 of 1 November
2022.

Evaluation Report submitted on 16 December 2022 to the National Science fund by an
evaluation committee appointed by the National Science Fund on behalf of the Ministry of
Education and Science.

Copies of the Evaluation Statements on the scientific programmes by the research groups of
each university.

Copies of the decisions of the National Science Fund of 16 December 2022 for the provision
of funds under the Recovery and Resilience Facility to the nine research higher education
institutions.

Copies of the signed contracts with each of the nine research higher education institutions.
Copies of the Strategic Research and Innovation Programmes for Development (hereinafter
referred to as “Innovation Programmes"), by each of the nine research higher education
institutions. Copy of Order No. D 01-49 of 14 November 2022 appointing a commission for
the evaluation of applications complemented by supplementing Order No. RD 04-6 of 18
November 2022 and supplementing Order No. RD 04-7 of 23 November 2022 appointing
assistant evaluators for the evaluation of specific scientific programmes in the process of
peer reviewing. The three orders were signed by the director of the National Science Fund.
Copy of Order No. RD 09-1552 of 20 July 2023 signed by the Minister of Education and
Science establishing a Monitoring Committee.

The authorities also provided:

iX.

Xi.

Xii.

xiii.

Xiv.

Research Programmes indicating the activities to be carried out by each individual research
group, the members and research methods, as well as the objectives and expected results.
Copies of the evaluation of the Strategic Research and Innovation Programme for each of
the nine research higher education institutions.

For each research higher education institution, an official letter complementing the
Innovation Programme of the institution by further explaining how gender equality and the
importance of green innovation is being addressed.

Summary Report explaining the strategic priorities and the concrete plans for research
development and technology transfer.

Document including references and extracts from relevant sections in the Innovation
Programmes of each higher research university.

For each research higher education institution, a Signed Declarations for the compliance
with the ‘Do no significant harm’ Technical Guidance (2021/C58/01).

Analysis:
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The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the target.

Signature of contracts with nine research higher education institutions based on a decision of the
Council of Ministers

Based on Decision No. 839 of 27 October 2022 of the Council of Ministers and published in State
Gazette No. 87 of 1 November 2022, adopting an updated list of ten research higher education
institutions, of which nine were selected for funding under target 29 of the Bulgarian RRP.

For each of the nine research higher education institutions, Bulgaria has provided copies of signed
legal documents, each consisting of Financial and Supplementary Agreements as well as General
Terms and Conditions to Contracts. Each contract was signed by representatives of the National
Science Fund and representatives of the respective higher education institution:

1. University of Plovdiv:
- Financial Agreement with reference number BG-RRP-2.004-0001-C01, signed on 31
December 2022;
- General Terms and Conditions to Contracts, signed on 31 December 2022;
- Supplementary Agreement signed on 14 March 2023.
2. Chemico-techology and metallurgical University — Sofia:
- Financial Agreement with reference number BG-RRP-2.004-0002-C01, signed on 31
December 2022;
- General Terms and Conditions to Contracts, signed on 31 December 2022;
- Supplementary Agreement signed on 16 March 2023.
3. Medical University — Pleven:
- Financial Agreement with reference number BG-RRP-2.004-0003-C01, signed on 31
December 2022;
- General Terms and Conditions to Contracts, signed on 31 December 2022;
- Supplementary Agreement signed on 20 March 2023.
4. Medical University — Sofia:
- Financial Agreement with reference number BG-RRP-2.004-0004-C01, signed on 31
December 2022;
- General Terms and Conditions to Contracts, signed on 31 December 2022.
- Supplementary Agreement signed on 24 March 2023.
5. Technical University, Sofia:
- Financial Agreement with reference number BG-RRP-2.004-0005-C01, signed on 31
December 2022;
- General Terms and Conditions to Contracts, signed on 31 December 2022;
- Supplementary Agreement signed on 14 March 2023.
6. University of Thrace — Stara Zagora:
- Financial Agreement with reference number BG-RRP-2.004-0006-C01, signed on 31
December 2022;
- General Terms and Conditions to Contracts, signed on 31 December 2022;
- Supplementary Agreement signed on 14 March 2023.
7. Medical University — Plovdiv:
- Financial Agreement with reference number BG-RRP-2.004-0007-C01, signed on 31
December 2022;
- General Terms and Conditions to Contracts, signed on 31 December 2022;
- Supplementary Agreement signed on 20 March 2023.
8. Sofia University:
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- Financial Agreement with reference number BG-RRP-2.004-0008-C01, signed on 31
December 2022;

- General Terms and Conditions to Contracts, signed on 31 December 2022;

- Supplementary Agreement signed on 9 March 2023.

9. Medical University of Varna:

- Financial Agreement with reference number BG-RRP-2.004-0009-C01, signed on 31
December 2022;

- General Terms and Conditions to Contracts, signed on 31 December 2022;

- Supplementary Agreement signed on 20 March 2023.

The procedure for the selection and subsequent monitoring of the innovation programmes, based
on peer-review, shall be carried out by a monitoring and evaluation committee established within
the Ministry of Education and Science.

Procedure for selection:

The committee for the evaluation of proposals for projects to be included in the Innovation
Programmes of the higher education institutions (hereinafter referred to as “the Evaluation
Committee”) was appointed by the National Science Fund, a secondary budget authority under the
control of the Ministry of Education and Science, through Order No. RD 01-49 of 14 November 2022.
Assistant evaluators were appointed through supplementing Order No. RD 04-6 of 18 November
2022 and supplementing Order No. RD 04-7 of 23 November 2022.

Nine institutions presented project proposals for funding. According to the Evaluation Report, the
Evaluation Committee verified the administrative compliance and admissibility of the project
proposals and agreed to admit the nine research higher education institutions to the technical and
financial evaluation stage. The Evaluation Committee conducted the technical and financial
evaluation of proposals, and on 16 December 2022, the Evaluation Committee submitted the
Evaluation Report to the National Science Fund, unanimously providing a positive assessment for
disbursement of funding to all nine higher education institutions. On 16 December 2022, the
executive board of the National Science Fund adopted official decisions for the provision of funding
to the nine research higher education institutions pursuant to Order No. RD 3724 of 29 July 2022, as
approved by the Minister for Education and Science.

The Evaluation Report also provides an overview on the evaluation process and its conclusions. The
assessment of the Evaluation Committee is based on the scientific evaluation conducted by assistant
evaluators on the Research Programmes and the Innovation Programmes, as well as on individual
evaluation reports of each research group. Assistant evaluators are professors and researchers
employed in national and international research institutes. As such, the evaluation effectively
qualifies as peer review process, given that the scientific evaluation of Programmes was conducted
by recognised scientists. The selected assistant evaluators are listed by name in the Evaluation
Report.

Procedure for monitoring:

A new monitoring and evaluation committee was appointed on 20 July 2023 by the Minister for
Education and Science with Order No. RD09-1552 (hereinafter referred to as “the Monitoring
Committee”). The primary aim of the Monitoring Committee, as laid down by Article 3 of the Order,
is to monitor the implementation of the Research Programmes and the Innovation Programmes.
Article 3 also specifies in detail the mandate and responsibilities of the Monitoring Committee
including the submission of annual reports to Executive Agency “Programme Education” on the
implementation of the Research Programmes and Innovation Programmes. According to Article 1,
the Monitoring Committee is composed of nine scientific experts, all with an academic title including
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professors, each coordinating the monitoring of the implementation of the Programmes by one
higher education institution, under the supervision of the Ministry for Education and Science. As
such, the monitoring of the Programmes by scientist effectively qualifies as peer review process.

The Council Implementing Decision of the Bulgarian Recovery and Resilience Plan requires the
procedure for the selection and subsequent monitoring of the Innovation Programmes to be carried
out by a monitoring and evaluation committee. Bulgarian authorities have appointed two different
committees, one responsible for the selection, and one responsible for the monitoring of the
Innovation programmes and Research programmes. Whilst this constitutes a minimal substantive
deviation from the requirement of the Council Implementing Decision, the two required activities
will be carried out by the responsible committees, ensuring that this constitutive element is entirely
fulfilled. Relying on two different committees instead of one does not in principle affect the
fulfilment of the requirement and simply reflects an internal procedure tackling a practical necessity,
as the monitoring of the Innovation Programmes will happen significantly after their selection. As of
this, this minimal deviation does not affect the progress towards achieving the investment that the
target represents. On this basis, it is considered that this constitutive element of the target is
satisfactorily fulfilled.

Each contract shall lay down the conditions for the activities to be carried out with the funds,
based on the innovation programmes submitted by the higher education institutions.

For each of the nine contracts, Article 1 of the Financial Agreements requires the respective research
higher education institution to perform the activities specified in detail in the Research Programmes,
as approved by the Evaluation Committee. The maximum total expenditure eligible for funding to
each higher education institution is specified in Article 2 and reported below.

The conditions for the activities to be carried out with funds are further specified in the General
Terms and Conditions to Contracts, which were signed in December 2022. For each higher education
institution, the Supplementary Agreement as signed in March 2023 amends the Financial Agreement
and the General Terms and Conditions for Contracts by introducing additional requirements, such as
the obligation for final recipients to comply with the principle of ‘Do no significant harm’ (compare
further explanations on ‘Do no significant harm’ below).

For each research higher education institution, the activities to be carried out with the funds are
indicated in the Innovation Programme. Each Innovation Programme lays down a plan for the
execution of the individual Research Programme, outlining the institution’s plans for research
development and technology transfer.

The maximum financing to be awarded to each research higher education institution according to
the respective financing agreements is reported below:

. University of Plovdiv: BGN 18 600 000;

. Chemico-tech and metallurgical University — Sofia: BGN 18 600 000;
. Medical University — Pleven: BGN 11 164 341;

. Medical University — Sofia: BGN 40 920 000;

. Technical University, Sofia: BGN 26 039 999;

. University of Thrace — Stara Zagora: BGN 11 164 390;

. Medical University — Plovdiv: BGN 26 040 000;

. Sofia University: BGN 40 920 000;

. Medical University of Varna: BGN 26 040 000
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These [Innovation Programmes] shall determine a concrete plan for research development and
technology transfer, and specify the participation in a network among the nine research higher
education institutions, taking into account gender equality and the importance of green
innovations.

Section 3 of each Innovation Programme indicates the research activities to be conducted, the
research methods and the expected outcomes for each scientific group. As such, Section 3 provides
for a concrete plan for research development, including plans for international cooperation in the
scientific areas that are consider as strategically important for the respective research higher
education institution. Subsections 3.4 and 3.5 outline the strategic approach for technology transfer,
with a focus on intellectual property. In this regard, Subsection 3.4 focuses on applied research
aimed at innovations or intellectual property creation, for example by introducing calls for the
selection of projects which may provide for the conditions for knowledge transfer through
intellectual property protection. Subsection 3.5 describes the policies in place aimed at protecting,
managing and commercialising intellectual property created in each institution as part of technology
transfer. In this regard, the Innovation Programmes define policies to build innovation ecosystems
within the research higher education institutions for the commercialisation of research results and
intellectual property rights. In addition, Section 4 provides detailed information on the management
of the programs and a breakdown of the distribution of the funding.

Section 2 of each Innovation Programme includes a commitment of the nine research higher
education institutions to participate and cooperate in a network. This may include the development
of joint research and training programmes, or the organisation of joint scientific events.

In addition to the Innovation Programmes, each research higher education institution has submitted
an official letter to the Executive Agency “Programme Education” of the Ministry of Education and
Science, which for some universities provides for additional specification for the participation in a
network among the nine research higher education institutions, such as defining the nature of the
collaboration and the thematic strands of the presented Innovation Programmes.

Section 2 of the Innovation Programmes and the official letters mentioned above also outline the
activities and objectives set out by the research higher education institutions in addressing gender
equality. The letters provide information on the representation of women in the education
institutions and may also reference specific policies promoting gender equality. As an example, the
Gender Equality Plan adopted by the Technical University of Sofia foresees conducting a survey of
attitudes towards equality between men and women, while the "Plan for Equality between Women
and Men” of the University of Plovdiv has been developed to ensure equality in educational,
research, labour and social relationships among the university community.

The importance of green innovation is also addressed in Section 2 of the Innovation Programmes,
where the institutions explain how green innovation is fostered by the projects proposed. The
University of Plovdiv, for example, explains that the main goal of its programme is the development
and implementation of environmentally friendly technologies, at the heart of their outlined projects.
Some universities outline further in the official letter the scientific strands of their strategic
programmes that focus on green innovation and sustainable development, such as the
implementation of environmental-friendly technologies or the optimisation of the use of natural
resources. As an example, the Medical University of Sofia in its official letter details its strategy for
sustainable development in the period of implementation of the programme, while the University of
Thrace - Stara Zagora outlines its plans for collaboration and joint research in the field of renewable
energy.

Furthermore, in line with the description of the measure, in order to ensure that the measure
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complies with the ‘Do no significant harm’ Technical Guidance (2021/C58/01), the eligibility
criteria contained in terms of reference for upcoming calls for projects shall:

- exclude the following list of activities and assets: (i) activities and assets related to fossil
fuels, including downstream use; (ii) activities and assets under the EU Emission Trading
System (ETS) achieving projected greenhouse gas emissions that are not lower than the
relevant benchmarks; (iii) activities and assets related to waste landfills, incinerators and
mechanical biological treatment plants; and (iv) activities and assets where the long-term
disposal of waste may cause harm to the environment; and

- require that only activities and assets that comply with relevant EU and national
environmental legislation may be selected

Article 7 of the financial agreements signed by each higher education institution requires the
recipients to comply with the ‘Do no significant harm’ principle. Moreover, the amended
Supplementary Agreements signed in March 2023 introduce additional requirements, such as the
obligation for final recipients to comply with the principle of ‘Do no significant harm’.

Each research higher education institution further provided a Signed Declaration for the compliance
with the ‘Do no significant harm’ Technical Guidance (2021/C58/01), which explicitly excludes the
abovementioned points (i) to (iv). Further, the Signed Declarations require that only activities and
assets that comply with relevant EU and national environmental legislation are selected.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 40 | Related Measure C3.12: Economic Transformation Programme

Name of the Milestone: Signature of the contribution agreement between the European Commission
and the Government of Bulgaria

Qualitative Indicator: Agreement signed Time: Q3 2022

Context:

Milestone 40 is related to Investment 2.1.a ‘Guarantee instrument for growth’. This investment
concerns the implementation of a guarantee instrument to alleviate the challenges faced by
businesses in obtaining credit finance to quickly recover from the COVID-19 crisis and create
opportunities for business expansion to achieve growth and sustainable development.

Milestone 40 concerns the signature of the Contribution Agreement to InvestEU between the
Bulgarian Government and the European Commission (hereinafter referred to as the ‘Agreement’).

Milestone 40 is the first step of the implementation of the investment, and it will be followed by
Targets 41 and 42, which require, respectively, 50% and 100% of the total allocated financing to be
approved by the InvestEU Investment Committee. The investment has a final expected date for
implementation on 31 December 2024.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled (dated 20 September 2023);
ii.  Copy of the Contribution Agreement, signed by the European Commission and the Bulgarian
Government (on 7 November 2022)
iii. Amendment to the Contribution Agreement, signed by the European Commission and the
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Bulgarian Government (on 28 February 2024);
iv. Market Assessment by the European Investment Fund: RRF Bulgaria market testing outcome
involving the main Bulgarian financial intermediaries (dated September 2022).

The authorities also provided:
V. Second amendment and restatement agreement in respect of EIF MS-C Schedule, no. 3

(Amendment to the Guarantee Agreement), signed between the European Commission and
the European Investment Fund (on 28 May 2024).

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities cover all
constitutive elements of the milestone. In particular:

The contribution agreement between the European Commission and the Government of Bulgaria
shall be signed.

The Contribution Agreement to InvestEU between the European Commission and the Government of
Bulgaria was signed on 7 November 2022, ratified by the National Assembly of the Republic of
Bulgaria on 5 January 2023 and published in the State Gazette No. 4 dated 13 January 2023. On 20
February 2024, an amendment to the Contribution Agreement was signed between the European
Commission and the Government of Bulgaria to reflect that on 11 October 2023 the ‘Do no significant
harm’ Technical Guidance (2021/C58/01) was replaced by the ‘Do no significant harm’ Technical
Guidance (C/2023/111).

The contribution agreement shall (a) require the application of the Commission’s technical
guidance on sustainability proofing for the InvestEU Fund, (b) exclude activities and assets on the
exclusion list specified in the description of the measure from eligibility. [...] Considering that the
proposed instrument shall be implemented following a contribution to InvestEU, the points (a) and
(b) above shall be ensured through the application of the InvestEU provisions and the selected
Implementing Partner’s lending policy and exclusion criteria.

Additional exclusions necessary in order to ensure compliance with the ‘Do no significant harm’
Technical Guidance (2021/C58/01) - including on waste - shall be specified in the guarantee
agreement between the European Commission and the European Investment Fund (EIF).
Furthermore, in line with the description of the measure, to ensure that the investment complies
with the ‘Do no significant harm’ Technical Guidance (2021/C58/01), the contribution agreement
between the European Commission and the Bulgarian Government shall
- require the application of the Commission’s technical guidance on sustainability proofing
for the InvestEU Fund; and
- exclude the following list of activities and assets from eligibility:
(i) activities and assets related to fossil fuels, including downstream use;
(ii) activities and assets under the EU Emission Trading System (ETS) achieving projected
greenhouse gas emissions that are not lower than the relevant benchmarks.

In line with the CID requirement, the amendment to the Contribution Agreement requires the
application of the Commission’s technical guidance on sustainability proofing for the InvestEU Fund.
In addition, Article 4.6 (1) of the agreement states that the application of that Technical Guidance in
combination with the application of the implementing partner’s policies related to the
implementation of the InvestEU Fund, notably those of the European Investment Fund (EIF), are
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sufficient to prove the absence of significant harm as per Article 5(2) of Regulation (EU) 2021/241.

Correspondingly, Article 5 of the amended Guarantee Agreement between the Commission and the
EIF, signed on 28 May 2024, reads that “the Commission considers the application of the
Sustainability Proofing Guidance in combination with the application of the EIF’s policies related to
implementing the InvestEU Fund (i.e. the EIB Group’s ‘Climate Bank Roadmap 2021-2025’) sufficient
to prove the absence of significant harm as per Article 5(2) of the Regulation”.

In addition, in order to ensure compliance with the ‘Do no significant harm’ Technical Guidance
(2021/C58/01), the Council Implementing Decision required to exclude the following list of activities
and assets from eligibility: (i) activities and assets related to fossil fuels, including downstream use;

(ii) activities and assets under the EU Emission Trading System (ETS) achieving projected greenhouse
gas emissions that are not lower than the relevant benchmarks. For this reason, Clause 4.6(ll) of the
Contribution Agreement, before its amendment, stated that the Guarantee Agreement should
mandate that the Financing and Investment Operations conform to the 'Do No Significant Harm'
Technical Guidance (2021/C58/01).

However, the ‘Do no significant harm’ Technical Guidance of the Commission was replaced by the
new 'Do No Significant Harm' Technical Guidance (C/2023/111). The new ‘Do no significant harm’
Technical Guidance (C/2023/111) contains a specific provision for guarantee agreements, which
states that the Commission considers the application of the Technical guidance on sustainability
proofing for the InvestEU Fund (2021/C 280/01) in combination with the application of the relevant
implementing partner’s policies related to implementing the InvestEU Fund sufficient to prove the
absence of significant harm as per Article 5(2) of the RRF Regulation.

Accordingly, the Contribution Agreement was amended to specify that the relevant provisions of the
Contribution Agreement should be read and interpreted in line with the new 'Do No Significant Harm'
Technical Guidance (C/2023/111).

Therefore, Clause 4.6(Il) of the amended Contribution Agreement ensures compliance with the ‘Do
No Significant Harm’ Technical Guidance (C/2023/111) by stipulating that the Financing and
Investment Operations shall comply with the updated ‘Do no significant harm’ Technical Guidance
(C/2023/111). and it reads as following: “The Guarantee Agreement shall include provisions
stipulating that Financing and Investment Operations shall comply with the ‘Do no significant harm’
Technical Guidance (C/2023/111), through the use of sustainability proofing and the exclusion of
certain activities and/or assets in accordance with the Guidance”.

While the Contribution Agreement pertains to the use of sustainability proofing and exclusion of
certain activities and assets, Article 4 of the amended Guarantee Agreement between the
Commission and the EIF states that the 'Do no significant harm' Technical Guidance (2021/C58/01)
mentioned in the Agreement should be interpreted in in line with the new 'Do no significant harm'
Technical Guidance (C/2023/111).

In this respect, the amended Guarantee Agreement does not include an additional exclusion list,
given that such a list is not necessary in order to ensure compliance with the new ‘Do no significant
harm’ Technical Guidance (C/2023/111).

As of this, this minimal deviation does not change the nature of the measure and does not affect the
progress towards achieving the investment that the milestone represents. On this basis, it is
considered that this constitutive element of the milestone is satisfactorily fulfilled.
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The contribution agreement shall [...] (c) include criteria to ensure that the financial instrument is in
line with Commission’s Guidance Note of 22 January 2021 (SWD(2021) 12 final) related to financial
instruments

The following lists the type of information that Member States who decide to set up financial
instruments under the InvestEU should provide according to the Commission’s Guidance Note of 22
January 2021 (SWD(2021) 12 final) and indicates where the Contribution Agreement includes this
information:

a. Policy objectives of the measure: The objective is to address the Bulgarian economy's
structural issues, such as liquidity shortages and solvency risks in local businesses, caused by
revenue loss and supply chain disruptions from the COVID-19 pandemic. The Financial
Product is expected to enhance enterprise competitiveness by making finance more
accessible to SMEs and small mid-caps, helping them recover quickly from the crisis and
pursue growth and sustainable development (Clause 10 (lIl) of the Contribution Agreement,
page 15).

b. State aid dimension of the measure: Financial contributions under the Guarantee Agreement
are governed by EU State aid rules. They are exempt from notification if compliant with
Regulation (EU) No 651/2014 on declaring certain categories of aid compatible with the
internal market in application of Clauses 107 and 108 of the Treaty or similar regulations
(Contribution Agreement, Clause 3.4, page 7).

c. Target amount of finance and investment to be mobilized: The amount of contribution
stemming from RRF will be EUR 75 million (Clause 10 (ll1), page 14).

d. Contribution to the Invest EU provisioning: EUR 150 million shall be provisioned from the
contribution stemming from RRF for the two guarantee instruments (Clause 5, page 9).

e. Type of support to be deployed: The support includes various financial products, such as
working capital funds, revolving credit lines, investment loans, and leasing (Clause 10 (lll),
page 14 and Annex 2(lll), Clause10.d, page 40).

f. Targeted beneficiaries and nature of investment: The financial instrument should support
SMEs and small-midcap companies (Annex 2(lll), Clause 7, page 39).

g. A clear milestone linked to the set-up of the instrument: Milestone 40 is linked to the set-up
of the guarantee instrument, and its fulfilment results in the set-up of the guarantee
instrument.

h. A timetable for deploying the financial instrument: The InvestEU programme mandates
adherence to a specific timeline. According to the schedule set in the Council Implementing
Decision, the implementing partner is required to use commercially reasonable efforts to
guarantee that a minimum of 50% of the finance and investment operations are approved by
the InvestEU Investment Committee by the end of 2023. This approval rate is expected to
reach 100% by the end of 2024 (Annex2(lll), Clause 9, page 39).

i. The name of the InvestEU implementing partner: The implementing partners are the
European Investment Fund and the Bulgarian Development Bank for all guarantee
instruments covered by the Guarantee Agreement (Clause 11.2, page 16). For the Guarantee
Instrument for Growth, the Guarantee Agreement lists EIF (Annex2(lll), Clause 1, page 40)

j. A description of the monitoring system to report on the investment mobilized: The
Guarantee Agreement refers to the monitoring framework established by the Commission to
ensure compliance with the objectives of the InvestEU Regulation and the Agreement. The
Commission will monitor the Guarantee Agreements' implementation and require reports
from implementing partners, aligned with EU Compartment terms but also covering Member
State Compartment objectives (Clause 4.2 and 4.3, page 8)
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The financial instrument shall take the form of a portfolio guarantee, implemented by the EIF.
Furthermore, in line with the measure description the guarantee instrument shall be implemented
as a contribution to InvestEU with the European Investment Fund (EIF) as an implementing partner.

Annex 2 (lll) Clause 1 of the Contribution Agreement states that the instrument constitutes a
contribution to InvestEU with the European Investment Fund as an implementing partner. Clause
11.2 of the Contribution Agreement also specifies that in line with Clause 15(1) of the InvestEU
Regulation, the European Investment Fund and the Bulgarian Development Bank were identified as
the implementing partners covering all four guarantee instruments in the Guarantee Agreement and
the European Investment Fund as implementing partner for this specific guarantee instrument (the
guarantee instrument for growth) (Annex2(lll), Clause 1).

Portfolio guarantees under InvestEU typically encompass a variety of financial products. These
include senior financing options such as loans, leasing, and credit lines, as well as documentary
finance, including bank guarantees and letters of credit. Additionally, they cover other forms like
subordinated and quasi-equity financing. Annex 2(lll), specifically Clause 10d, lists the eligible
transactions for the guarantee instrument for growth. This list features transactions in the form of
senior financing, including loans, leasing, revolving credit lines (including overdrafts), and
documentary finance (such as bank guarantees, letters of credit, and bid bonds). It also includes
supply chain finance, subordinated financing, and quasi-equity financing. Furthermore, Clause 10.2
(1) lists financial products covered, which extend to working capital funds, revolving credit lines,
investment loans, and leasing. The categorization of the Guarantee Instrument for Growth as a
portfolio guarantee is evident from its inclusive range of covered products and the broad eligibility
criteria for transactions, as detailed in Annex 2(lll). This diversification is consistent with the nature
and the purpose of portfolio guarantees, which is to spread risks across various financial products,
thereby fostering growth by enabling easier access to finance for a wide array of investments.
Accordingly, the Guarantee instrument for growth the EIF implements can be considered a portfolio
guarantee in accordance with the requirements of the Council Implementing Decision.

The financial instrument shall support SMEs by covering different financial products, including
working capital, credit lines, investment loans, and leasing.

Furthermore, in line with the measure description the guarantee instrument shall target SMEs and
small mid-caps and shall cover various financial products, including working capital funds, including
revolving credit lines, investment loans, and leasing.

In the request for payment, the Bulgarian authorities made a reference to the existence of clerical
errors in the Council Implementing Decision, with respect to the description of milestone M40C3-12.

The reference to “mid-caps’” was made in the measure description as well as the project fiche, but it
was omitted in the description of the milestone in the Council Implementing Decision. In line with
Clause 10.2 (lll) of the Contribution Agreement, the financial instrument aims at improving access to
finance for SMEs and small mid-caps. On this basis, the objective of the guarantee instrument is to
also provide assistance to “mid-caps”’, and thus the reference to “mid-caps” should have been
included in the description of the milestone in the Council Implementing Decision.

The Commission considers that this is a clerical error and has undertaken the assessment on this
basis.

Clause 7 in Annex2(lll) of the Contribution Agreement defines SMEs and small-midcap companies as
targeted beneficiaries for this guarantee investment.
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Annex 2(lll), under the Clause 10d, lists the eligible transactions under the guarantee instrument for
growth. These include, but are not limited to, transactions in the form of senior financing including
investment loans, leasing, revolving credit lines (including overdrafts), documentary finance
(including bank guarantees, letters of credit, bid bonds), supply chain finance (including reverse
factoring (confirming) and with recourse factoring); subordinated financing; quasi-equity financing.
Additionally, under Clause 10(lll)- specifically covering the guarantee instrument for growth, working
capital funds are also mentioned.

The financial instrument shall address the current market failures faced by enterprises in accessing
finance, in particular challenges following the COVID-19 pandemic, with a view to improve access
to credit lines.

In line with Clause 10.2 (lll) the financial instrument is designed to address the prevalent market
failures that SMEs and small mid-caps are experiencing in securing finance, particularly in the
aftermath of the COVID-19 pandemic. The same Clause further specifies that the financial instrument
seeks to enhance access to credit lines, aiming to rectify the structural frailties of the Bulgarian
economy. Notably, these weaknesses include a lack of liquidity and heightened solvency risks among
enterprises. These challenges stem largely from their inability to fulfil financial commitments, a
consequence of the substantial decline in revenue and disruptions in supply chains due to the COVID-
19 pandemic.

It is expected that the instrument supports at least 615 beneficiaries.

As indicated in Clause 10.2(lll) of the Agreement, the financial instrument is indirect financing
through financial intermediaries and is expected to support at least 615 final recipients.

The total amount of RRF funding for the instrument shall be EUR 75 million.

According to Clause10.2 (lll), the financial instrument shall be implemented with the contribution
stemming from the RRF. The same Clause specifies that the amount of contribution stemming from
the RRF will be EUR 75 million.

The structure of the instrument shall enable to leverage private funds.

Annex 2(lll), Clause 5a, states that the structure of the instrument shall enable the leveraging of
private funds. According to the Clause 10.2(lll), the indicative minimum leverage factor of the
financial instrument is four and is further defined in the Guarantee Agreement in Clause 6 of Annex |.

Any returns to the financial instrument, including from repayments, as well as profits obtained
through the use of RRF funds, less the remuneration of the fund manager and the financial
intermediaries, shall be used for the same policy goals, including after 2026.

As outlined in Clause 12.1 of the Contribution Agreement, the financial activities linked to the
Bulgarian compartment in the Common Provisioning Fund, including treasury gains from asset
management, remuneration for the EU Guarantee under the Member State Compartment,
recoveries, and other payments related to the financing and investment operations under the
Guarantee Agreement, will contribute to an increase in the provisioning, as outlined in Clause 5 of the
Contribution Agreement. Furthermore, according to Clause 12.5 of the Contribution Agreement, the
surplus paid by the Commission to Bulgaria, as defined in Clauses 12.3 and 12.4 of the same
Agreement, shall be allocated by the Member State to the originating funds, thus constituting a
return, taking into account losses of the underlying operations and their revenues (less renumeration
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of the fund manager and the financial intermediaries). According to Clause 12.6, any surpluses
related to returns on financial instruments arising from the RRF contributions are to be used for the
same policy goals, including after the year 2026.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 43 Related Measure C3.12: Equity Instrument for growth

Name of the Milestone: Signature of the financing agreement between the European Investment
Fund and the Republic of Bulgaria

Qualitative Indicator: Agreement signed and investment policy adopted Time: Q3 2022

Context:

Milestone 43 is part of sub-investment 2.1.b ‘Equity Instrument for growth’ of Investment 2 (C3.12)
‘Economic Transformation Programme’, whose objective is to alleviate the long-lasting economic
negative impact of the COVID-19 crisis on Bulgarian undertakings.

Milestone 43 concerns the signature of the financing agreement ("hereinafter referred to as
"Agreement") between the European Investment Fund ("hereinafter referred to as "EIF") and the
Government of Bulgaria, as well as the adoption of the investment policy of the Fund, which shall
provide financial instruments (equity) support for SMEs and small mid-caps, including start-ups and
early growth companies.

Milestone 43 is the first step of the implementation of investment 2 and it will be followed by
targets 44 and 45, related to the financing or investment of the operations respectively amounting
to 50% and 100% of the total allocated financing approved by the Investment Committee. The
investment has a final expected date for implementation on 30 June 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii. Copy of the Funding Agreement between The Republic of Bulgaria represented by the
Ministry of Innovation and Growth and the European Investment Fund, including the
adopted investment policy.

The authorities also provided:

iii. A memo produced by the EIF on the selection and monitoring processes in place for the
implementation of the Investment.

iv. Annex lll — Underlying Fund Term Sheet for the Growth Window.

v.  The call for expression of interest published by the EIF on 2 October 2023.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities cover all
constitutive elements of the milestone.
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The financing agreement between the European Investment Fund and the Government of
Bulgaria, and adoption of the investment policy of the Fund.

The milestone in the Council Implementation is further specified in the Operational
Arrangements, which states that the financing agreement and the funding agreement mentioned
in the description of the milestone are one and the same document.

In December 2022, the Government of Bulgaria signed the Agreement with the EIF. It was signed by
the Bulgarian Minister of Innovation and Growth on 5 December and by EIF representatives (Head
of Division of Mandate Management Equity and Head of Equity Investments) on 4 December. This
Agreement included the adopted investment policy of the Fund. The Agreement was ratified
through a law passed by the 48" National Assembly on 19 January 2023, and subsequently
published in State Gazette No. 8 on 25 January 2023. The Agreement thus became effective from 25
January 2023. The terms ‘financing agreement’ and ‘funding agreement’ are used interchangeably
and refer to the same entity, in accordance with the detailed specifications outlined in the
Operational Arrangements (OAs).

The investment policy shall be adopted by the governing bodies of the financial instrument.

Articles 7.1 to 7.14 of the Agreement detail the establishment of an Investment Committee, which
adopted the Investment Strategy (i.e., investment policy). This is in line with the primary functions
of this committee, which are spelled out in Article 7.1 of the Agreement, and which include
approving, monitoring, and supervising the implementation of the Investment Strategy, as well as
endorsing the entry into Commitment Agreements with financial intermediaries. The Funding
Agreement and the Investment Strategy, which is specified in Appendix A to the Agreement,
provide further guidance on these processes. The Investment Committee acts as a governing body
of the financial instrument. In accordance with articles 7.2 and 7.3 of the Agreement, the
Investment Committee is established by the Republic of Bulgaria, which should communicate the
details of the Investment Committee members to the EIF, and the members “shall act at all times in
good faith, with professionalism and in the interest of the best implementation of the Recovery
Equity Fund of Funds ("hereinafter referred to as "REF") in accordance with the terms of this
agreement”. Article 7.6 further specifies the Investment Committee responsibilities vis-a-vis the
Republic of Bulgaria and spells out the tasks in implementing the financial instrument.

Furthermore, in line with the description of the measure, the equity instruments shall be
implemented by the EIF as a financial partner (implementing partner) through a direct award to
the EIF by a dedicated RRF funding agreement to be signed between the Republic of Bulgaria and
the EIF for the management of the RRF supported equity operations.

The terms and conditions of the direct award are specified in the Agreement. Specifically, Articles
2.1 and 2.2 of the Agreement detail the mandate and responsibilities of EIF in executing the
Agreement. Specifically, Article 2.1 appoints the EIF to manage the funds and resources provided by
the Republic of Bulgaria for the REF and to perform other related duties as specified in the
Agreement. Article 2.2 further clarifies the EIF's mandate, with 2.2.b stating that the Republic of
Bulgaria authorises the EIF to implement the Fund by adhering to the investment strategy, while
also taking into account the Risk Policy (outlined in Appendix C to the Agreement).

The investment policy shall be in line with the Commission’s Guidance Note of 22 January 2021
(SWD(2021) 12 final) related to financial instruments.

On the basis of the GUIDANCE TO MEMBER STATES RECOVERY AND RESILIENCE PLANS (SWD(2021)
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12 final) (hereinafter referred to as "the guidance note”), Member States who decide to set up
financial instruments outside of InvestEU should provide the following information, which, indeed,
features in the Financing Agreement as well as the Investment Strategy, provided as Appendix A to
the Agreement:

o the policy objectives of the measure

With regard to the policy objectives of the Fund, these are listed in section 1 of the Investment
Strategy, Appendix A of the Agreement, and are the following:
e support Bulgarian undertakings by alleviating the long-lasting economic negative impact
of the COVID-19 crisis;
e increase the innovation capacity of companies, accelerate their productivity
improvements and the transition to a knowledge economy;
e invest in infrastructure assets contributing to climate neutrality and accelerate the
green and digital transition in priority sectors in the country.
These policy objectives reflect the three investments concerning equity instruments included in the
Bulgaria’s RRP, namely Investment 2.1.b “equity instruments for growth”, investment 2.1.e
“Innovation Pool (equity instrument for innovation)” and Investment 2.3.a “Equity instruments for
climate neutrality and digital transformation investments”.

e the State aid dimension of the measure

With regard to the state aid dimension of the measure, Section 13 of the Agreement and Section 6
of the Investment Strategy, Appendix A of the Agreement, cover the state aid framework for the
investment. The latter describes the actions to be undertaken by the Bulgarian administration to
comply with state aid rules, depending on the state aid regime that applies for each specific
investment approved by the Investment Committee. The section outlines the following procedures
regarding state Aid compliance in Bulgaria:

e If the De minimis state aid regime or a state aid free regime/market conformity is
applicable, the Ministry of Innovation and Growth consults the Bulgarian state aid authority
prior to implementation.

e In cases where the General Block Exemption Regulation (GBER) framework is applicable, the
Bulgarian state aid authority must approve the terms to ensure compliance with the GBER
state aid regime.

e Regardless of the regime, the Ministry of Innovation and Growth is responsible for
monitoring and ensuring compliance with the applicable state aid requirements on behalf
of the Republic of Bulgaria.

Additionally, financial intermediaries are obliged to provide the EIF and/or the Republic of Bulgaria
with any necessary information to fulfill Bulgaria's state aid reporting obligations.

Additionally, state aid regime option(s) and applicable terms of reference are described in detail in
Annex Il — Term Sheet for the Growth Window to the call for expression of interest.

e the target amount of finance and investment to be mobilized
With regard to the target amount of finance and investment to be mobilized, the Innovation
Window must have an initial budget of EUR 75 million and is expected to support at least 30 final
recipients, as outlined in Section 2 (point 1) of the Investment Strategy, Appendix A of the

Agreement.

e the type of support to be deployed (e.g. loans, guarantees, equity)
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With regard to the type of support to be deployed, this is included in the Investment Strategy (see
below under the analysis of constitutive element ‘the support shall be delivered through venture
capital funds and private equity’).

e the targeted beneficiaries (e.g. SMEs, mid-caps) and the nature of the investment (e.g.
innovation, broadband, infrastructure)

With regard to the targeted beneficiaries and the nature of the investment, this is included in the
Investment Strategy, Appendix A of the Agreement, separately for each of the windows of the Fund
(see below under the analysis of constitutive element ‘the Fund shall provide financial instruments
(equity) support for SMEs and small mid-caps, including start-ups and early growth companies’).

e aclear milestone linked to the set-up of the instrument
Milestone 43 is linked to the set-up of the instrument.
e atimetable for deploying the financial instrument

With regard to the timetable for deploying the financial instrument, this is outlined in Section 5 of
the Investment Strategy, Appendix A of the Agreement.

e the name of the implementing partner

With regard to the name of the implementing partner, this is the EIF, as per recital 2.1 of the
Agreement.

e a description of the monitoring system to report on the investment mobilized through the
financial instrument

With regard to the description of the monitoring system to report on the investment mobilized
through the financial instrument, Appendix D describes the type of information to be collected by
the EIF and the objectives for monitoring, while Appendix E outlines the main elements of the
progress report.

e the calculation of the loss distribution

With regard to the calculation of loss distribution, it is covered by Article 9.2 of the Agreement. It
states that any costs associated with the application of negative interest to the REF Bank Account,
or any other necessary bank accounts for the REF implementation, including those related to
Treasury Funds and treasury losses, will be covered in a specific order: firstly, from the current
account balance; secondly, by the positive Interest Generated on the REF Account; then, by the
Proceeds of Operations available in the REF Account. If these amounts are insufficient (as
determined annually by the EIF), the Republic of Bulgaria will cover the remaining costs.

The investment policy shall include selection criteria to ensure compliance with the “Do no
significant harm” Technical Guidance (2021/C58/01) of supported transactions under this
measure by requiring beneficiaries that derived more than 50% of their direct revenues during
the preceding financial year from activities or assets on the following list of activities to adopt and
publish green transition plans: (i) activities related to fossil fuels, including downstream use; (ii)
activities under the EU Emission Trading System (ETS) achieving projected greenhouse gas
emissions that are not lower than the relevant benchmarks; (iii) activities related to waste
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landfills, incinerators and mechanical biological treatment plants; and (iv) activities where the
long-term disposal of waste may cause harm to the environment.

This requirement could be implemented, for example, by relying on the EIF's new restricted
sectors (non-infra equity Funds — Paris alighment framework), adjusted by certain additional
restrictions on ETS sectors and certain transport activities; and by requiring the verification of
legal compliance with the relevant EU and national environmental legislation of the beneficiary
by the EIF for all transactions, including those exempted from sustainability proofing.

Appendix G of the Agreement concerns the implementation of the ‘Do not significant harm’
principle (‘DNSH’). The text of Appendix G reflects the constitutive elements of the milestone with
respect to DNSH. Appendix G lists the eligibility criteria for the underlying financial instruments.
These include the exclusion of the following list of activities and assets from eligibility:
e activities and assets related to fossil fuels, including downstream use;
e activities and assets under the EU Emission Trading System (ETS) achieving projected
greenhouse gas emissions that are not lower than the relevant benchmarks;
e activities and assets related to waste landfills, incinerators and mechanical biological
treatment plants; and
e activities and assets where the long-term disposal of waste may cause harm to the
environment.

The Agreement excludes from funding those assets and activities for which, based on the CID
Annex, beneficiaries derived more than 50% of their direct revenues during the preceding financial
year. For those they would need to adopt and publish green transition plans. The exclusions are
further operationalized in Annex Ill — Term Sheet for the Growth Window to the Call for expression
of Interest.

The investment policy includes selection criteria to ensure compliance with the “Do no significant
harm” Technical Guidance (2021/C58/01) of supported transactions under this measure by
requiring the verification of legal compliance with the relevant EU and national environmental
legislation of the beneficiary by the EIF for all transactions, including those exempted from
sustainability proofing.

Appendix G mandates adherence to the Commission's technical guidance on sustainability proofing
within the framework of the InvestEU Fund. This requirement ensures that all activities and
investments under the fund are evaluated and managed in a way that supports sustainable
development principles. Additionally, the Appendix specifies that the eligibility criteria for projects
and investments should be in compliance with the relevant environmental legislation at both EU
and national levels, thereby upholding environmental standards and practices.

The Fund shall provide financial instruments (equity) support for SMEs and small mid-caps,
including start-ups and early growth companies. The support shall be delivered through venture
capital funds and private equity.

The milestone in the Council Implementation is further specified in the Operational
Arrangements, which requires that the Fund shall provide financial instruments (equity) support
for SMEs, small mid-caps and also mid-caps.

Section 2 of the Appendix A on investment strategy describes the financial products to be offered
and lists the three windows - which correspond to the three investments linked to the equity
instruments under the Economic Transformation Programme, namely Investment 2.1.b Equity
instruments for growth (‘Growth Window’), Investment 2.1.e — Equity instrument for innovation
(‘“lnnovation Window’), and Investment 2.3.a - Equity instruments for climate neutrality and digital
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transformation investments (‘Infrastructure Window’).

With respect to Investment 2.1.b, associated with milestone 43, the investment strategy states that
the Growth Window targets SMEs and small mid-caps in growth stage, including start-ups and
growth companies, through equity growth instruments, including venture capital funds, growth
funds, mezzanine funds and private debt funds. Replacement capital (excluding strategies intended
for asset stripping) may also be permitted, subject to the provisions of the applicable State Aid
regime.

The management of the Fund shall be entrusted to the EIF.

Article 2.1 of the Agreement specifies the appointment of EIF to implement and manage the funds
and resources provided by the Republic of Bulgaria for the REF. It also includes the EIF's
responsibility to perform additional functions and duties related to the REF, as outlined in the
Agreement. The specific activities that the EIF undertake in managing the Fund are detailed in
Article 2.2.

A dedicated RRF funding agreement shall be signed between the EIF and the Government of
Bulgaria for the management of the RRF equity supported operations.

The Agreement was signed by both the Republic of Bulgaria and the EIF on 5 December 2022, and
ratified by the National Assembly of the Republic of Bulgaria on 19 January 2023. Article 2.1 of the
Agreement specifies the appointment of EIF to implement and manage the funds and resources
provided by the Republic of Bulgaria for the REF, which is established as a separate block of finance
(non-incorporated vehicle) within EIF.

An investment committee shall be responsible for approving operations with intermediaries as
proposed by the fund manager (EIF) based on market needs and in an open and market-conform
way.

Article 7.1 sets up the Investment Committee with key roles in approving, monitoring, and
overseeing the investment strategy's implementation.

Article 7.6 outlines the Committee's responsibilities, emphasizing that it should approve operations
based on proposals from the EIF. This is detailed in 7.6 (e) and 7.6 (f), which state that the
Investment Committee has the responsibility to approve or not object to various proposals by EIF
during the duration of the Agreement. This includes approving calls for expressions of interest for
the selection of Financial Intermediaries and Underlying Funds and approving or not objecting to
the allocation of REF resources to these Underlying Funds, as proposed by the EIF.

Recital 7.10 further clarifies that the Investment Committee should conduct its decision-making
based on market needs and in a manner that is open and conforms to market standards.

Finally, Appendix H of the Agreement includes the Rules of Procedures for the Investment
Committee. This appendix comprehensively establishes the composition of the Investment
Committee, outlining its powers, functioning, decision-making process, and the code of conduct for
its members. For instance, it stipulates that the Investment Committee members must have at least
3 years of relevant experience in the field, act independently and decide based on market needs
and in an open and market-conform way regarding the approval of investments.

It is expected that the instrument supports at least 24 beneficiaries. The total amount of RRF
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funding shall be EUR 75 million.

Section 2 of Appendix A on investment strategy details the three windows, each corresponding to
one of the three equity instruments included in the Economic Transformation Programme. For the
Growth Window, which corresponds to the Equity investment for growth, it is noted that it has an
initial budget of EUR 75 million and that it aims to support at least 24 final recipients.

The structure of the Fund shall leverage private funds.

Section 2 of Appendix A on investment strategy states that the Bulgarian REF is financed by the
contribution committed, along with the necessary leveraged amount from private investors, in
accordance with the applicable state aid regimes. Section 4 of Appendix A on investment strategy
discusses the risk distribution between public and private investors, stating that both are expected
to share the same risk and reward in a layered financing structure, subject to State Aid rules.
Financial intermediaries are required to ensure private participation in the Underlying Funds,
considering the minimum level required by their strategy and the agreed state aid framework. The
leverage effect of the allocated amount depends on the types of Underlying Funds and Final
Recipients, with a possibility that no private investors join in some high-risk investments, subject to
the applicable state aid framework.

Any returns to the Fund or financial instruments, including from repayments, as well as profits
obtained through the use of RRF funds, less the remuneration of the fund manager and the
financial intermediaries, shall be used for the same policy goals, including after 2026.

Article 5 of the Agreement details the management and prioritisation of the Proceeds of
Operations, which encompass repayments (as defined in section 1 of the Agreement on page 9),
along with any gains, interest, or revenues of the REF. Specifically, Article 5.2 sets forth the
hierarchy for the use of returns, stating that after accounting for the payment and/or
reimbursement of Management Fees that are due but unpaid, unforeseen additional expenses, and
potential shortfalls, the subsequent returns should be allocated to entering into Commitment
Agreements with the Underlying Funds according to the investment strategy. Additionally, Section
5, point 5.2 of Appendix A on the investment strategy further clarifies that Commitment
Agreements financed by Legacy Funds—a collective designation for any funds still under EIF
management during the Legacy Period—may commence within the Legacy Period, which begins on
1 July 2026. Lastly, Article 5.2 stipulates that any remaining returns should be dedicated to
investments that are consistent with the policy objectives of the Bulgarian REF, as elaborated in the
investment strategy.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C3.12: Investment 2.1.c Grant scheme for technological

Number: 46 L
modernisation

Name of the Milestone: Selection procedures completed

Qualitative Indicator: Published list of projects approved for funding and list

Time: Q4 2022
of reserves

Context:

Milestone 46 is part of is part of investment C3.12, whose objective is to support the innovation and
growth of Bulgarian businesses, in particular by fostering their green and digital transition. The
objective of sub-investment 2.1.c is to increase the efficiency of production processes, achieve
higher productivity, reduce production costs and optimise the production chain by providing grants
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to small and medium-sized enterprises (hereinafter referred to as "SMEs”).

Milestone 46 requires that open and competitive selection procedures for grants for modernisation
are completed, accompanied by a published list of projects approved for funding and a list of
reserve projects.

Milestone 46 is the first step of implementation of this sub-investment, and it will be followed by
target 47, related to the completion of 665 projects to support technological modernisation. The
investment has a final expected date for implementation on 30 September 2024.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii. Annex 1 - Application package for procedure BG-RRP-3.004 ,Technological modernization”,
including the Guidelines for Applicants, Execution Conditions for Project Implementation by
Final Recipients, and annexes (published on 22 July 2022).

iii.  Annex 2 - A spreadsheet with a list of selected projects including for each project: a unique
identifier, the name of the beneficiary, the category of the enterprise, its location, the NACE
(Statistical Classification of Economic Activities) sector/s in which it is active, a short project
description, period for implementation, the amount of funding awarded to the project, the
amount of co-financing by the beneficiary.

iv. The link to the website where the approved projects are published:
https://www.mig.government.bg/naczionalen-plan-za-vazstanovyavane-i-
ustojchivost/tehnologichna-modernizacziya/

v.  Annex 3 - A list of reserve projects with a project description.

vi.  Annex 4 - Extracts of the official documents containing the eligibility criteria that ensure
compliance with the ‘Do no significant harm’ Technical Guidance (2021/C58/01) of selected
projects, including, awarded projects with activities under the EU Emission Trading System,
the projected level of greenhouse gas emissions per unit of product and a list with the
European Union Transaction Log (EUTL) identifier numbers.

vii.  Annex 5 - The Evaluation Report of the Evaluation Committee on its assessment of the
submitted applications against the call's demands and annexes.
viii.  Annex 6 - Internal Rules for the General Directorate for European Funds for

Competitiveness, under the Ministry of Growth and Innovation (21 July 2022) and annexes.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The selection procedures shall be run in an open and competitive manner.

The grant scheme employs an open and competitive selection process for allocating funds from the
Recovery and Resilience Facility. As per the Guidelines for Applicants to receive a grant under
selection procedure for proposals for the implementation of investments by final recipients BG-RRP-
3.004 “Technological modernisation” (hereinafter referred to as “Guidelines”) and the Evaluation
Report of the Evaluation Committee on its assessment of the submitted applications against the
call's demands (hereinafter referred to as “Evaluation Report”), this process includes:
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The call published on 22 July 2022 was open to micro, small, and medium-sized enterprises as
defined by specific legislative criteria and Commission recommendations. Detailed eligibility
criteria are covered in Section 11 of the Guidelines. Applicants must have been registered as
business entities no later than December 31, 2019, and must meet specific net sales revenue
thresholds for the years 2019, 2020, and 2021, with amounts varying by company category.
Additionally, for the financial year 2021, distinct net sales revenue thresholds apply according to
the company's category. Finally, applicants were required to develop their main economic
activity in sectors identified as national and regional priorities under the National Strategy for
Small and Medium-sized Enterprises 2021-2027 focusing on manufacturing.

Two-stage evaluation: Applicants undergo an administrative and eligibility check, followed by a
technical and financial evaluation, as outlined in section 18 of the Guidelines. These checks are
done on objective criteria and contribute to a fair assessment of all applications.

Clear criteria and methodology: The process is based on predefined criteria and methodology
detailed in section 22 and Annex 6 of the Guidelines. This approach allows for consistent and
objective evaluation of applications, with only those meeting a minimum score being
considered for ranking.

Public transparency: Key documents, including Guidelines and Execution Conditions for Project
Implementation by Final Recipients, were made publicly available on the Ministry's website and
in the Information System for the Management and Monitoring of EU Funds in Bulgaria (EUMIS
2020). This step was taken to maintain transparency and allow for public consultation before
the official launch of the procedure.

Electronic submission and response system: Applications were submitted through EUMIS 2020.
The system also enabled applicants to request clarifications, to which the Ministry responded
within specified timeframes, facilitating a more accessible and responsive process.

Adherence to standards: The Evaluation Report (Annex 5), specifically Section 1, validates the
call's adherence to the steps of the Guidelines as outlined above, principles of free competition,
equal treatment, publicity, and non-discrimination. The Evaluation Report details the work of
the Evaluation Committee responsible for assessing and ranking the proposals submitted for
investment implementation under the procedure for selecting proposals from final recipients.
The Evaluation Committee for the procedure was established by Order No. RD-14-264 on 28
September 2022, by the Minister of Innovation and Growth. This committee completed the
evaluation of over 2,400 proposals submitted for the implementation of investments (Annex 5).
The document's thorough analysis on compliance, eligibility criteria, and adherence to the "do
no significant harm" principle demonstrates a structured and transparent approach in the
evaluation process.

Control and verification: The Evaluation Report underwent a preliminary control, as per the
Ministry's Management and Control System (Annex 6). The findings, recorded in the "Checklist
of Preliminary Control of the Evaluation Report" (Annex 5), further confirm the adherence to
the stipulated processes.

The beneficiaries shall be SMEs.

According to section 11.1, point 2, "Criteria for eligibility of applicants" of the Guidelines, only SMEs
were eligible to apply under the procedure. This eligibility is defined in accordance with Articles 3
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and 4 of the Law on Small and Medium Enterprises and the Commission Recommendation of May 6,
2003, regarding the definition of micro, small, and medium-sized enterprises. Section 15, "Eligible
target groups" of the Guidelines, also specifies that the procedure targets SMEs operating in the
national and regional priority sectors outlined in the National Strategy for Small and Medium-sized
Enterprises 2021-2027.

The verification of compliance with this requirement occurred during the project evaluation phase
based on the declaration provided by the applicants, as detailed in the "Declaration on the
circumstances under Articles 3 and 4 of the Law on Small and Medium Enterprises" (part of the
application package under Annex 1).

The projects shall support the acquisition of new technology with a focus on the digitalisation of
production processes (purchase of new technological equipment focusing on the digitalisation of
production processes in order to achieve a market advantage, product customisation, flexibility,
efficiency and originality to expand or diversify their production).

Section 13.1 "Eligible activities" of the Guidelines specifies that eligible activities under the grant
scheme include the acquisition of new technologies, particularly focusing on the digitalisation of the
production processes with the aim to expand production capacity and/or diversify the products or
services offered. The new technological equipment is expected to contribute to both digitalization
of production processes and either the expansion of production capacity or diversification of
products/services. Consequently, the acquisition of these new technologies is expected to achieve
market advantage, customization, originality and/or enhanced flexibility and efficiency in
production processes.

At least 50% of the cost of the project shall be co-financed by the beneficiary.

Section 10 of the Guidelines states that the maximum grant funding intensity for applicants under
both the "regional investment aid" and "de minimis" aid is limited to 50% of the total investment
costs. Consequently, beneficiaries are required to co-finance at least 50% of the project
expenditures.

The total funding to approved projects shall be at least EUR 120 million.

According to Section 7 of the Guidelines the total amount of available funding under the grant
scheme is BGN 260 000 000 (approximately EUR 132 935 889 — using the 1 EUR to 1,96 BGN fixed
exchange rate). According to information provided on the approved projects (Annex 2), the total
amount of funding allocated for the approved projects stands at BGN 255.22 million (approximately
130.49 million EUR — using the 1 EUR to 1,96 BGN exchange rate) (Annex 2).

In order to ensure that the measure complies with the ‘Do no significant harm’ Technical
Guidance (2021/C58/01), the eligibility criteria contained in the terms of reference for upcoming
calls for projects shall exclude activities and assets on the exclusion list specified in the
description of the measure and require that only activities that comply with relevant EU and
national environmental legislation may be selected. Furthermore, in line with the description of
the measure, in order to ensure that the measure complies with the ‘Do no significant harm’
Technical Guidance (2021/C58/01), the eligibility criteria contained in terms of reference for
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upcoming calls for projects shall

- exclude the following list of activites and assets: (i) activities and assets related to fossil
fuels, including downstream use?; (ii) activities and assets under the EU Emission Trading
System (ETS) achieving projected greenhouse gas emissions that are not lower than the
relevant benchmarks?; (iii) activities and assets related to waste landfills, incinerators?
and mechanical biological treatment plants?; and (iv) activities and assets where the long-
term disposal of waste may cause harm to the environment and

- require that only activities and assets that comply with relevant EU and national
environmental legislation may be selected.

The Guidelines encompass several sections detailing eligibility, ineligibility, and compliance
principles for the grant scheme. Section 13.1, "Eligible Activities," mandates that eligible proposals
must align with the "Do No Significant Harm" (DNSH) principle. Section 13.2 "Ineligible Activities"
and Section 14.3 "Ineligible Costs" exclude all the activities and assets as listed in the description of
the measure (i, ii, iii and iv) and in the footnotes by stating that they are not supported to ensure
adherence to the DNSH principle.

Section 16 "Applicable Horizontal Principles" requires applicants to declare their compliance with
this principle and provide relevant project information. The guidelines also include criteria to
evaluate administrative admissibility and exclude projects under the EU Emission Trading System.

Additionally, Section 16 specifies that final recipients undergo controls verifying their compliance
with the DNSH Technical Guidance, covering six environmental goals and EU and national
environmental legislation. For the latter, it specifies that the proposals must be in accordance with
the environmental objectives as specified in the EU Taxonomy Regulation, namely aligned with
climate change mitigation, climate change adaptation, sustainable use and protection of water and
marine resources, transition to a circular economy, pollution prevention and control, and protecting
and restoring biodiversity and ecosystems. This verification occurred during the evaluation stage
post-project to ensure that projects align with climate change mitigation and adaptation,
sustainable use of water and marine resources, circular economy, pollution prevention and control,
and biodiversity and ecosystem protection.

1 Except projects in power and/or heat generation, as well as related transmission and distribution
infrastructure, using natural gas, that are compliant with the conditions set out in Annex Ill of the ‘Do no
significant harm’ Technical Guidance (2021/C58/01).

2 Where the activity supported achieves projected greenhouse gas emissions that are not significantly lower
than the relevant benchmarks an explanation of the reasons why this is not possible shall be provided.
Benchmarks established for free allocation for activities falling within the scope of the Emissions Trading
System, as set out in the Commission Implementing Regulation (EU) 2021/447.

3 This exclusion does not apply to actions under this measure in plants exclusively dedicated to treating non-
recyclable hazardous waste, and to existing plants, where the actions under this measure are for the purpose
of increasing energy efficiency, capturing exhaust gases for storage or use or recovering materials from
incineration ashes, provided such actions under this measure do not result in an increase of the plants’ waste
processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant
level.

4 This exclusion does not apply to actions under this measure in existing mechanical biological treatment
plants, where the actions under this measure are for the purpose of increasing energy efficiency or retrofitting
to recycling operations of separated waste to compost bio-waste and anaerobic digestion of bio-waste,
provided such actions under this measure do not result in an increase of the plants’ waste processing capacity
or in an extension of the lifetime of the plants; for which evidence is provided at plant level.
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Furthermore, also the "Technical implementation of the projects" section in the Execution
Conditions for Project Implementation by Final Recipients specifies that projects must comply with
the DNSH principle throughout and post-implementation. Compliance with the DNSH principle is
also a requirement in the grant contract under Article 3.6.10 (template for final recipients provided
in application package under Annex 1). Controls at the end of project implementation will assess
adherence to the principle, including with respect to EU environmental legislation. The application
package (Annex 1) also includes detailed information to assist applicants in complying with the
DNSH principle.

In line with the description of the measure, the Ministry of Innovation and Growth shall ensure
that an effective management and control system is implemented at administrator level and shall
be able to take corrective action whenever necessary, including by performing sample checks at
company level, while the administrator shall monitor and report regularly on the progress of the
project implementation in accordance with all the respective conditions.

Section 4 of the Internal Rules for the General Directorate for European Funds for Competitiveness
(hereinafter referred to as “DG EFC”) (Annex 6) addresses the requirement that the Ministry of
Innovation and Growth ensures an effective management and control system at the administrator
level. This section outlines in detail the step-by-step procedures for executing, reporting, and
controlling the contracts with the final recipients. Those include conducting both preliminary and
subsequent control over the selection procedures for contractors, checking advance payment
requests on concluded financing contracts with final recipients, and modifying and terminating
financing contracts. The control is performed at several levels (e.g. at least two people controlling
one case and a third one involved in case of diverging conclusions) and by different controllers (e.g.
persons involved in preliminary control are excluded from the subsequent controls). Additionally,
Section 4 covers presenting financial and technical reports from final recipients, tracking investment
implementation, and verifying presented financial and technical reports. Based on the detailed
outlined procedures for execution, reporting, and control, along with mechanisms for both
preliminary and subsequent oversight, the management and control system, as described in Section
4 of the Internal Rules, can be considered as effective.

The document also specifies that the DG EFC under the Ministry of Innovation and Growth
organizes the coordination of investment documents and is responsible for making funds available
from RRF. Its responsibilities include the conclusion of financing contracts, checking financial and
technical reports, performing on-the-spot checks, carrying out controls on public procurement, and
preparing and introducing summary reports into the information system. Moreover, DG EFC is
tasked with making payments to final recipients, entering information into the system, accounting
for all operations, and ensuring compliance with environmental goals and EU and national
environmental legislation.

In section 1.2. General rules and requirements in the Execution Conditions for Project
Implementation by Final Recipients (Annex 1), it is outlined that the monitoring and reporting
structure (DG EFC) will conduct verifications to ensure the administrative, financial, technical, and
physical compliance of project implementation. These checks include both administrative
(document verification related to milestones, targets, and eligible costs) and on-the-spot checks to
verify project activities and outcomes. Administrative checks by DG EFC are to be performed on all
projects. On-the-spot checks, based on a risk assessment, delays, or failure to achieve reported
results, are conducted as needed. The final recipients are also required to grant direct access to the
audit institutions for on-the-spot checks, both during and after project implementation.

Commission Preliminary Assessment: Satisfactorily fulfilled
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Related Measure: C3.12: Investment 2.1.d Grant scheme for information and

NITISERAE communication technology and cybersecurity in SMEs

Name of the Milestone: Selection procedures completed

Qualitative Indicator: Published list of projects approved for funding and list

Time: Q4 2022
of reserves

Context:

Milestone 48 is part of is part of investment C3.12, whose objective is to support the innovation and
growth of Bulgarian businesses, in particular by fostering their green and digital transition. The
objective of this specific sub-investment is to support the deployment of digital technologies,
including cybersecurity measures, for the uptake of Industry 4.0 and the transition to higher levels
of digital transformation by providing grants to small and medium-sized enterprises (hereinafter
referred to as "SMEs”).

Milestone 48 requires that open and competitive selection procedures for grants for information
and communication technology and cybersecurity are completed, accompanied by a published list
of projects approved for funding and a list of reserve projects.

Milestone 48 is the first step of the implementation of the sub-investment and it will be followed by
target 49, related to the completion of 1492 projects to support entry-level digitalisation in
companies. The investment has a final expected date for implementation in Q4 2024.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii. Annex 1 - Application package for procedure BG-RRP-3.005 “Solutions in the Field of
Information and Communication Technologies and Cybersecurity in SMEs”, including the
Guidelines for Applicants, Execution Conditions for Project Implementation by Final
Recipients, and annexes (published on 17 October 2022).

iii.  Annex 2 - A spreadsheet with a list of selected projects including for each project: a unique
identifier, the name of the beneficiary, the category of the enterprise, its location, the NACE
(Statistical Classification of Economic Activities) sector/s in which it is active, a short project
description, period for implementation, the amount of funding awarded to the project, the
amount of co-financing by the beneficiary.

iv.  The link to the website where the approved projects are published:
https://www.mig.government.bg/wp-content/uploads/2023/02/odobreni.pdf

v.  Annex 3 - A list of reserve projects with a project description
https://www.mig.government.bg/wp-content/uploads/2023/02/rezervi.pdf

vi. Extracts of the official documents containing the eligibility criteria that ensure compliance
with the ‘Do no significant harm’ Technical Guidance (2021/C58/01) of selected projects.
vii.  Annex 4 - The Evaluation Report of the Evaluation Committee on its assessment of the

submitted applications against the call's demands and annexes:
https://umis2020.government.bg/#/evalSessions/4767/allDocs/docs/63561?rf=167966917
8000

viii. Annex 5 - Internal Rules for the General Directorate for European Funds for
Competitiveness, under the Ministry of Growth and Innovation (21 July 2022) and annexes.

Analysis:
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The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The selection procedures shall be run in an open and competitive manner.

The grant scheme employs an open and competitive selection process for allocating funds from the
Recovery and Resilience Facility. As per the Guidelines for Applicants to receive a grant under
selection procedure for proposals for the implementation of investments by final recipients
“Information and communication technology solutions and cybersecurity in small and medium-sized
enterprises” (hereinafter referred to as “Guidelines”) and the Evaluation Report of the Evaluation
Committee on its assessment of the submitted applications against the call's demands (hereinafter
referred to as “Evaluation Report”), - this process includes:

e The call published on 31 August 2022 was open to micro, small, and medium-sized enterprises
as defined by specific legislative criteria and Commission recommendations. Detailed eligibility
criteria are covered in Section 11 of the Guidelines. Applicants must have been registered as
business entities no later than December 31, 2019, and must meet specific net sales revenue
thresholds for the financial year 2021, with amounts varying by company category. Finally,
applicants were required to develop their main economic activity in a sector which is not
considered ineligible under section 11.2 “Criteria for the inadmissibility of candidates”.

e Two-stage evaluation: Applicants undergo an administrative and eligibility check, followed by a
technical and financial evaluation, as outlined in section 18 of the Guidelines. These checks are
done on objective criteria and contribute to a fair assessment of all applications.

e C(Clear criteria and methodology: The process is based on predefined criteria and methodology
detailed in Annex 4 of the Guidelines. This approach allows for consistent and objective
evaluation of applications, with only those meeting a minimum score being considered for
ranking.

e Public transparency: Key documents, including Guidelines and Execution Conditions for Project
Implementation by Final Recipients, were made publicly available on the Ministry's website and
in the Information System for the Management and Monitoring of EU Funds in Bulgaria (EUMIS
2020). This step was taken to maintain transparency and allow for public consultation before
the official launch of the procedure.

e Electronic submission and response system: Applications were submitted through EUMIS 2020.
The system also enabled applicants to request clarifications, to which the Ministry responded
within specified timeframes, facilitating a more accessible and responsive process.

e Adherence to standards: The Evaluation Report (Annex 4), specifically Section 1, validates the
call's adherence to the steps of the Guidelines as outlined above, principles of free competition,
equal treatment, publicity, and non-discrimination. The Evaluation Report details the work of
the Evaluation Committee responsible for assessing and ranking the proposals submitted for
investment implementation under the procedure for selecting proposals from final recipients.
The Evaluation Committee for the procedure was established by Order No. RD-02-16-645 dated
December 29, 2022, by the Minister of Innovation and Growth. This committee completed the
evaluation of over 7,475 proposals submitted for the implementation of investments (Annex 5).
The document's detailed discussion on compliance, eligibility criteria, and adherence to the "do
no significant harm" principle reflects a structured and transparent approach in the evaluation
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process.

Control and verification: The Evaluation Report underwent a preliminary control, as per the
Ministry's Management and Control System (Annex 5). The findings, recorded in the "Checklist of
Preliminary Control of the Evaluation Report" (Annex 4), further confirm the adherence to the
stipulated processes.

The selected beneficiaries shall be SMEs.

According to section 11.1, point 3, "Criteria for eligibility of applicants" of the Guidelines, only SMEs
were eligible to apply under the procedure. This eligibility is defined in accordance with articles 3
and 4 of the Law on Small and Medium Enterprises and the Commission Recommendation of May 6,
2003, regarding the definition of micro, small, and medium-sized enterprises (published in Official
Journal L 124 on May 20, 2003, p. 36). Section 15, "Eligible target groups" of the Guidelines, also
specifies that the procedure targets SMEs operating in the national and regional priority sectors
outlined in the National Strategy for Small and Medium-sized Enterprises 2021-2027.

The verification of compliance with this requirement occurred during the project evaluation phase
based on the declaration provided by the applicants, as detailed in the "Declaration on the
circumstances under articles 3 and 4 of the Law on Small and Medium Enterprises" (part of the
application package under Annex 1).

The projects shall support the acquisition and integration of digital technologies in companies at
the first two levels of basic digitalisation (computerisation and connectivity). The grants shall
support activities such as the provision of ICT digital marketing services, web-based ICT services
for platforms, websites, mobile applications, the acquisition of software to optimise
management, manufacturing and logistics processes, the introduction of measures to ensure
information and cybersecurity as an important element of the business digitalisation process, the
purchase of hardware needed for the operation of new applications and software.

The grant scheme focuses on advancing digital technologies in SMEs to achieve two primary levels
of digitalization: "computerization" and "connectivity." This initiative is essential for meeting basic
requirements, including cybersecurity, to enable SMEs to adopt Industry 4.0 and progress towards
advanced digital transformation, as outlined in section 5 of the Guidelines for Applicants.

Section 13.1, "Eligible Activities" of the Guidelines specifies the permissible activities under the
grant, grouped into three categories (Annex 1):

e ICT services/solutions for digital marketing, platforms, websites, and mobile apps.
e ICT services/solutions to optimize management, manufacturing, and logistics processes.
e ICT services/solutions for enhancing enterprise cybersecurity.

Applicants can opt for one or more services/solutions according to the "List of eligible ICT services
and solutions" (part of the application package under Annex 1), which also lists necessary hardware.
The scope and type of eligible activities were developed in consultation with the Ministry of e-
Governance, the authority on digitalization issues.

The total funding to approved projects shall be at least EUR 14 million.

According to Section 7 of the Guidelines the total amount of available funding under the grant
scheme is BGN 30 600 000 (approximately EUR 15 645 531 using the official fixed exchange rate of 1
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EUR to 1,95583 BGN). According to information provided on the approved projects (Annex 2), the
total amount of funding allocated for the approved projects stands at BGN 30 590 682
(approximately 15 640 767.35 using the official fixed exchange rate of 1 EUR to 1,95583 BGN)
(Annex 2).

In order to ensure that the measure complies with the ‘Do no significant harm’ Technical
Guidance (2021/C58/01), the eligibility criteria contained in the terms of reference for upcoming
calls for projects shall exclude activities and assets on the exclusion list specified in the
description of the measure and require that only activities that comply with relevant EU and
national environmental legislation may be selected.
Furthermore, in line with the description of the measure, in order to ensure that the measure
complies with the ‘Do no significant harm’ Technical Guidance (2021/C58/01), the eligibility
criteria contained in terms of reference for upcoming calls for projects shall
- exclude the following list of activities and assets: (i) activities and assets related to fossil
fuels, including downstream use®; (ii) activities and assets under the EU Emission Trading
System (ETS) achieving projected greenhouse gas emissions that are not lower than the
relevant benchmarks®; (iii) activities and assets related to waste landfills, incinerators’
and mechanical biological treatment plants®; and (iv) activities and assets where the long-
term disposal of waste may cause harm to the environment; and
- require that only activities and assets that comply with relevant EU and national
environmental legislation may be selected.

The Guidelines encompass several sections detailing eligibility, ineligibility, and compliance
principles for the grant scheme. Section 13.1, "Eligible Activities," mandates that eligible proposals
must align with the "Do No Significant Harm" (DNSH) principle. Section 13.2 "Ineligible Activities"
and Section 14.3 "Ineligible Costs" exclude all the activities and assets as listed in the description of
the measure (i, ii, iii and iv) and in the footnotes by stating that they are not supported to ensure
adherence to the DNSH principle.

Section 16 "Applicable Horizontal Principles" requires applicants to declare their compliance with
this principle and provide relevant project information. The guidelines also include criteria to
evaluate administrative admissibility and exclude projects under the EU Emission Trading System.

5 Except projects in power and/or heat generation, as well as related transmission and distribution
infrastructure, using natural gas, that are compliant with the conditions set out in Annex Il of the ‘Do no
significant harm’ Technical Guidance (2021/C58/01).

5 Where the activity supported achieves projected greenhouse gas emissions that are not significantly lower
than the relevant benchmarks an explanation of the reasons why this is not possible shall be provided.
Benchmarks established for free allocation for activities falling within the scope of the Emissions Trading
System, as set out in the Commission Implementing Regulation (EU) 2021/447.

7 This exclusion does not apply to actions under this measure in plants exclusively dedicated to treating non-
recyclable hazardous waste, and to existing plants, where the actions under this measure are for the purpose
of increasing energy efficiency, capturing exhaust gases for storage or use or recovering materials from
incineration ashes, provided such actions under this measure do not result in an increase of the plants’ waste
processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant
level.

8 This exclusion does not apply to actions under this measure in existing mechanical biological treatment
plants, where the actions under this measure are for the purpose of increasing energy efficiency or retrofitting
to recycling operations of separated waste to compost bio-waste and anaerobic digestion of bio-waste,
provided such actions under this measure do not result in an increase of the plants’ waste processing capacity
or in an extension of the lifetime of the plants; for which evidence is provided at plant level.

49




Additionally, Section 16 specifies that final recipients undergo controls verifying their compliance
with the DNSH Technical Guidance, covering six environmental goals and EU and national
environmental legislation. For the latter, it specifies that the proposals must be in accordance with
the environmental objectives as specified in the EU Taxonomy Regulation, namely aligned with
climate change mitigation, climate change adaptation, sustainable use and protection of water and
marine resources, transition to a circular economy, pollution prevention and control, and protecting
and restoring biodiversity and ecosystems. This verification occurred during the evaluation stage
post-project to ensure that projects align with climate change mitigation and adaptation,
sustainable use of water and marine resources, circular economy, pollution prevention and control,
and biodiversity and ecosystem protection.

Furthermore, also the "Technical implementation of the projects" section in the Execution
Conditions for Project Implementation by Final Recipients specifies that projects must comply with
the DNSH principle throughout and post-implementation. Compliance with the DNSH principle is
also a requirement in the grant contract under Article 3.6.10 (template for final recipients provided
in application package under Annex 1). Controls at the end of project implementation will assess
adherence to the principle, including with respect to EU environmental legislation. The application
package (Annex 1) also includes detailed information to assist applicants in complying with the
DNSH principle.

In line with the description of the measure, the Ministry of Innovation and Growth shall ensure
that an effective management and control system is implemented at administrator level and shall
be able to take corrective action whenever necessary, including by performing sample checks at
company level, while the administrator shall monitor and report regularly on the progress of the
project implementation in accordance with all the respective conditions.

Section 4 of the Internal Rules for the General Directorate for European Funds for Competitiveness
(hereinafter referred to as “DG EFC”) (Annex 5) addresses the requirement that the Ministry of
Innovation and Growth ensures an effective management and control system at the administrator
level. This section outlines in detail the step-by-step procedures for executing, reporting, and
controlling the contracts with the final recipients. Those include conducting both preliminary and
subsequent control over the selection procedures for contractors, checking advance payment
requests on concluded financing contracts with final recipients, and modifying and terminating
financing contracts. The control is performed at several levels (e.g. at least two people controlling
one case and a third one involved in case of diverging conclusions) and by different controllers (e.g.
persons involved in preliminary control are excluded from the subsequent controls). Additionally,
Section 4covers presenting financial and technical reports from final recipients, tracking investment
implementation, and verifying presented financial and technical reports. A full set of control check
lists at the various stages of the selection and execution process is provided. Based on the detailed
outlined procedures for execution, reporting, and control, along with mechanisms for both
preliminary and subsequent oversight, the management and control system, as described in Section
4 of the Internal Rules, can be considered as effective.

The document also specifies that the DG EFC under the Ministry of Innovation and Growth
organizes the coordination of investment documents and is responsible for making funds available
from RRF. Its responsibilities include the conclusion of financing contracts, checking financial and
technical reports, performing on-the-spot checks, carrying out controls on public procurement, and
preparing and introducing summary reports into the information system. Moreover, DG EFC is
tasked with making payments to final recipients, entering information into the system, accounting
for all operations, and ensuring compliance with environmental goals and EU and national
environmental legislation.
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In section 1.2. General rules and requirements in the Execution Conditions for Project
Implementation by Final Recipients (Annex 1), it is outlined that the monitoring and reporting
structure (DG EFC) conducts verifications to ensure the administrative, financial, technical, and
physical compliance of project implementation. These checks include both administrative
(document verification related to milestones, targets, and eligible costs) and on-the-spot checks to
verify project activities and outcomes. Administrative checks by DG EFC are to be performed on all
projects. On-the-spot checks, based on a risk assessment, delays, or failure to achieve reported
results, are conducted as needed. The final recipients are also required to grant direct access to the

audit institutions for on-the-spot checks, both during and after project implementation.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: Investment 2.1.e Innovation Pool (Equity Instruments for

Number: 50 . . .
Innovation) of measure C3.12: Economic Transformation Programme

Name of the Milestone: Signature of the financing agreement between the European
Investment Fund and the Republic of Bulgaria

Qualitative Indicator: Agreement signed and investment policy adopted | Time: Q3 2022

Context:

Milestone 50 is part of sub-investment 2.1.e ‘Innovation Pool’ of Investment 2 (C3.12) ‘Economic
Transformation Programme, which aims at setting up a Fund to implement equity instruments for
innovation with the objective to increase the innovation capacity, accelerate their productivity
improvements and the transition to knowledge economy’.

Milestone 50 concerns the signature of the financing agreement (hereinafter referred to as
"Agreement") between the European Investment Fund (hereinafter referred to as “EIF”) and the
Government of Bulgaria, as well as the adoption of the investment policy of the Fund, which shall
provide financial instruments (equity) support for SMEs and small mid-caps, including start-ups
and early growth companies.

Milestone 50 is the first step of the implementation of the investment and it will be followed by
targets 51 and 52, related to the financing or investment of the operations respectively
amounting to 50% and 100% of the total allocated financing approved by the Investment
Committee. The investment has a final expected date for implementation on 30 June 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii. Copy of the Funding Agreement between The Republic of Bulgaria represented by the
Ministry of Innovation and Growth and European Investment Fund, including the adopted
investment policy.

The authorities also provided:

iii. Annex lll — Underlying Fund Term Sheet for the Growth Window

51




iv. The call for expression of interest published by the EIF on 2 October 2023

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities cover all
constitutive elements of the milestone.

Signature of the financing agreement between the EIF and the Government of Bulgaria, and
adoption of the investment policy of the Fund.

The milestone in the Council Implementation is further specified in the Operational
Arrangements, which states that the financing agreement and the funding agreement
mentioned in the description of the milestone are one and the same document.

In December 2022, the Government of Bulgaria signed the Agreement with the EIF. It was signed
by the Bulgarian Minister of Innovation and Growth on 5 December and by EIF representatives
(Head of Division of Mandate Management Equity and Head of Equity Investments) on 4
December. This Agreement included the adopted investment policy of the Fund. The Agreement
was ratified through a law passed by the 48" National Assembly on 19 January 2023, and
subsequently published in State Gazette No. 8 on 25 January 2023. The Agreement thus became
effective from 25 January 2023. The terms ‘financing agreement’ and ‘funding agreement’ are
used interchangeably and refer to the same entity, in accordance with the detailed specifications
outlined in the Operational Arrangements (OAs).

The investment policy shall be adopted by the governing bodies of the financial instrument.

Articles 7.1 to 7.14 of the Agreement detail the establishment of an Investment Committee,
which adopted the Investment Strategy (i.e., investment policy). This is in line with the primary
functions of this committee, which are spelled out in Article 7.1 of the Agreement, and which
include approving, monitoring, and supervising the implementation of the Investment Strategy,
as well as endorsing the entry into Commitment Agreements with financial intermediaries. The
Funding Agreement and the Investment Strategy, which is specified in Appendix A to the
Agreement, provide further guidance on these processes. The Investment Committee acts as a
governing body of the financial instrument. In accordance with articles 7.2 and 7.3 of the
Agreement, the Investment Committee is established by the Republic of Bulgaria, which should
communicate the details of the Investment Committee members to the EIF, and the members
“shall act at all times in good faith, with professionalism and in the interest of the best
implementation of the Recovery Equity Fund of Funds (‘REF’ i.e., the financial instrument) in
accordance with the terms of this agreement”. Article 7.6 further specifies the Investment
Committee responsibilities vis-a-vis the Republic of Bulgaria and spells out the tasks in
implementing the financial instrument.

Furthermore, in line with the description of the measure, the equity instruments shall be
implemented by the EIF as a financial partner (implementing partner) through a direct award to
the EIF by a dedicated RRF funding agreement to be signed between the Republic of Bulgaria
and the EIF for the management of the RRF supported equity operations.

The terms and conditions of the direct award are specified in the Agreement. Specifically, Articles
2.1 and 2.2 of the Agreement detail the mandate and responsibilities of the EIF in executing the
Agreement. Article 2.1 appoints the EIF to manage the funds and resources provided by the
Republic of Bulgaria for the Recovery Equity Funds of Funds (hereinafter referred to as “REF”) and
to perform other related duties as specified in the Agreement. Article 2.2 further clarifies the EIF's
mandate, with 2.2.b stating that the Republic of Bulgaria authorizes the EIF to implement the
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Fund by adhering to the Investment Strategy, while also taking into account the risk policy
(outlined in Appendix C to the Agreement).

The investment policy shall be in line with the Commission’s Guidance Note of 22 January 2021
(SWD(2021) 12 final) related to financial instruments.

On the basis of GUIDANCE TO MEMBER STATES RECOVERY AND RESILIENCE PLANS (SWD(2021)
12 final) (hereinafter referred to as "guidance note”), Member States who decide to set up
financial instruments outside of InvestEU should provide the following information, (which,
indeed, features in the Financing Agreement as well as the Investment Strategy, provided as
Appendix A to the Agreement:

e the policy objectives of the measure

With regard to the policy objectives of the Fund, these are listed in section 1 of the Investment
Strategy, Appendix A of the Agreement, and are the following:
e support Bulgarian undertakings by alleviating the long-lasting economic negative
impact of the COVID-19 crisis;
e increase the innovation capacity of companies, accelerate their productivity
improvements and the transition to a knowledge economy;
e invest in infrastructure assets contributing to climate neutrality and accelerate the
green and digital transition in priority sectors in the country.
These policy objectives reflect the three investments concerning equity instruments included in
the Bulgaria’s RRP, namely Investment 2.1.b “equity instruments for growth”, investment 2.1.e
“Innovation Pool (equity instrument for innovation)” and Investment 2.3.a “Equity instruments
for climate neutrality and digital transformation investments”.

e the state aid dimension of the measure

With regard to the state aid dimension of the measure, Section 13 of the Agreement and Section
6 of the Investment Strategy, Appendix A of the Agreement, cover the state aid framework for
the investment. The latter describes the actions to be undertaken by the Bulgarian administration
to comply with state aid rules, depending on the state aid regime that applies for each specific
investment approved by the Investment Committee. The section outlines the following
procedures regarding state Aid compliance in Bulgaria:

e If the De minimis state aid regime or a state aid free regime/market conformity is
applicable, the Ministry of Innovation and Growth consults the Bulgarian state aid
authority prior to implementation.

e In cases where the General Block Exemption Regulation (GBER) framework is applicable,
the Bulgarian state aid authority must approve the terms to ensure compliance with the
GBER state aid regime.

e Regardless of the regime, the Ministry of Innovation and Growth is responsible for
monitoring and ensuring compliance with the applicable state aid requirements on behalf
of the Republic of Bulgaria.

Additionally, financial intermediaries are obliged to provide the EIF and/or the Republic of
Bulgaria with any necessary information to fulfill Bulgaria's state aid reporting obligations.

Additionally, state aid regime option(s) and applicable terms of reference are described in detail
in Annex Il — Term Sheet for the Innovation Window to the Call for expression of interest.
e the target amount of finance and investment to be mobilized
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With regard to the target amount of finance and investment to be mobilized, the Innovation
Window must have an initial budget of EUR 75 million and is expected to support at least 30 final
recipients, as outlined in Section 2 (point 1) of the Investment Strategy, Appendix A of the
Agreement.

e the type of support to be deployed (e.g. loans, guarantees, equity)

With regard to the type of support to be deployed, this is included in the Investment Strategy
(see below under the analysis of constitutive element the support shall be delivered through
venture capital funds and private equity’).

e the targeted beneficiaries (e.g. SMEs, mid-caps) and the nature of the investment (e.g.
innovation, broadband, infrastructure)

With regard to the targeted beneficiaries and the nature of the investment, this is included in the
Investment Strategy, Appendix A of the Agreement, separately for each of the windows of the
Fund (see below under the analysis of constitutive element ‘the Fund shall provide financial
instruments (equity) support for SMEs and small mid-caps, including start-ups and early growth
companies’).

e aclear milestone linked to the set-up of the instrument
Milestone 50 is linked to the set-up of the financial instrument.
e atimetable for deploying the financial instrument

With regard to the timetable for deploying the financial instrument, this is outlined in Section 5 of
the Investment Strategy, Appendix A of the Agreement.

o the name of the implementing partner
The implementing partner is the EIF, as per recital 2.1 of the Agreement.

e a description of the monitoring system to report on the investment mobilized through
the financial instrument

Appendix D of the Agreement describes the type of information to be collected by the EIF and the
objectives for monitoring, while Appendix E of the Agreement outlines the main elements of the
progress report.

e the calculation of the loss distribution

The calculation of loss distribution is covered by Article 9.2 of the Agreement. It states that any
costs associated with the application of negative interest to the REF Bank Account, or any other
necessary bank accounts for the REF implementation, including those related to Treasury Funds
and treasury losses, will be covered in a specific order: firstly, from the current account balance;
secondly, by the positive Interest Generated on the REF Account; then, by the Proceeds of
Operations available in the REF Account. If these amounts are insufficient (as determined
annually by the EIF), the Republic of Bulgaria will cover the remaining losses.
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The investment policy shall include selection criteria to ensure compliance with the “Do no
significant harm” Technical Guidance (2021/C58/01) of supported transactions under this
measure by requiring beneficiaries that derived more than 50% of their direct revenues during
the preceding financial year from activities or assets on the following list of activities to adopt
and publish green transition plans: (i) activities related to fossil fuels, including downstream
use; (ii) activities under the EU Emission Trading System (ETS) achieving projected greenhouse
gas emissions that are not lower than the relevant benchmarks; (iii) activities related to waste
landfills, incinerators and mechanical biological treatment plants; and (iv) activities where the
long-term disposal of waste may cause harm to the environment.

This requirement could be implemented, for example, by relying on the EIF’s new restricted
sectors (non-infra equity Funds — Paris alighment framework), adjusted by certain additional
restrictions on ETS sectors and certain transport activities; and by requiring the verification of
legal compliance with the relevant EU and national environmental legislation of the beneficiary
by the EIF for all transactions, including those exempted from sustainability proofing.

Appendix G of the Agreement concerns the implementation of the ‘Do not significant harm’
principle (‘DNSH’). The text of Appendix G reflects the constitutive elements of the milestone
with respect to DNSH. Appendix G lists the eligibility criteria for the underlying financial
instruments. These include the exclusion of the following list of activities and assets from
eligibility:
e activities and assets related to fossil fuels, including downstream use;
e activities and assets under the EU Emission Trading System (ETS) achieving projected
greenhouse gas emissions that are not lower than the relevant benchmarks;
e activities and assets related to waste landfills, incinerators and mechanical biological
treatment plants; and
e activities and assets where the long-term disposal of waste may cause harm to the
environment.

The Agreement excludes from funding those assets and activities for which, based on the CID
Annex, beneficiaries derived more than 50% of their direct revenues during the preceding
financial year. For those they would need to adopt and publish green transition plans. The
exclusions are further operationalized in Annex Ill — Term Sheet for the Growth Window to the
Call for expression of Interest.

The Fund shall provide financial instruments (equity) support for SMEs and small mid-caps
(companies with up to 499 employees), including start-ups and early growth companies.

The support shall be delivered through venture capital funds and private equity funds.

The instrument can include a tech transfer/venture build component.

Furthermore, in line with the description of the measure, the equity instruments shall include
venture capital funds, technology transfer funds, seed and social impact funds.

Section 2 of the Appendix A of the Investment Strategy describes the financial products to be
offered and lists the three windows - which correspond to the three investments linked to the
equity instruments under the Economic Transformation Programme, namely Investment 2.1.b
Equity instruments for growth (‘Growth Window’), Investment 2.1.e — Equity instrument for
innovation (‘Innovation Window’), and Investment 2.3.a - Equity instruments for climate
neutrality and digital transformation investments (‘Infrastructure Window’).

With respect to Investment 2.1.e., associated with milestone 50, the Investment Strategy states
that the Innovation Window shall target SMEs, small mid-caps and technology transfer projects,
including start-ups and growth companies, through seed-to-growth venture capital funds,
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technology transfer funds, social impact funds and private equity in line with the requirement of
the milestone as well as social impact funds.

The main sectors to be targeted include information and communication technology, industrial
automatisation, artificial intelligence, robotics, blockchain, fintech, life sciences, cybersecurity,
quantum technologies, Internet of Things, cloud computing, clean and sustainable
technologies, social entrepreneurship, and biotechnology and shall aim at supporting
investments in human capital, digital and green technology, and in research, development, and
technology transfer.

As detailed in point 2.1 of the Investment Strategy, Appendix A of the Agreement, the Innovation
Window includes the following main sectors to be targeted: information and communication
technology, industrial automatisation, artificial intelligence, robotics, blockchain, fintech, life
sciences, cybersecurity, quantum technologies, Internet of Things, cloud computing, clean and
sustainable technologies, social entrepreneurship, and biotechnology and shall aim at supporting
investments in human capital, digital and green technology, and in research, development, and
technology transfer.

The management of the Fund shall be entrusted to the European Investment Fund (EIF).

Article 2.1 of the Agreement specifies the appointment of EIF to implement and manage the
funds and resources provided by the Republic of Bulgaria for the REF. It also includes the EIF's
responsibility to perform additional functions and duties related to the REF, as outlined in the
Agreement. The specific activities that the EIF undertake in managing the Fund are detailed in
Article 2.2.

A dedicated RRF funding agreement shall be signed between the EIF and the Government of
Bulgaria for the management of the RRF equity supported operations.

The Agreement was signed by both the Republic of Bulgaria and the EIF on 5 December 2022, and
ratified by the National Assembly of the Republic of Bulgaria on 19 January 2023. Article 2.1 of
the Agreement specifies the appointment of EIF to implement and manage the funds and
resources provided by the Republic of Bulgaria for the REF, which is established as a separate
block of finance (non-incorporated vehicle) within EIF.

An investment committee shall be responsible for approving operations with intermediaries as
proposed by the fund manager (EIF) based on market needs and in an open and market-
conform way.

Article 7.1 sets up the Investment Committee with key roles in approving, monitoring, and
overseeing the Investment Strategy's implementation.

Article 7.6 outlines the Committee's responsibilities, emphasizing that it should approve
operations based on proposals from the EIF. This is detailed in 7.6 (e) and 7.6 (f), which state that
the Investment Committee has the responsibility to approve or not object to various proposals by
EIF during the duration of the Agreement. This includes approving calls for expressions of interest
for the selection of Financial Intermediaries and Underlying Funds and approving or not objecting
to the allocation of REF resources to these Underlying Funds, as proposed by the EIF.

Recital 7.10 further specifies that the Investment Committee shall conduct its decision-making
based on market needs and in a manner that is open and conforms to market standards.
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Finally, Appendix H of the Agreement includes the Rules of Procedures for the Investment
Committee. This appendix comprehensively establishes the composition of the Investment
Committee, outlining its powers, functioning, decision-making process, and the code of conduct
for its members. For instance, it stipulates that the Investment Committee members shall have at
least 3 years of relevant experience in the field, act independently and decide based on market
needs and in an open and market-conform way regarding the approval of investments.

The total amount of funding shall be EUR 75 million.

Section 2 of Appendix A on Investment Strategy details the three windows, each corresponding to
one of the three equity instruments included in the Economic Transformation Programme. For
the Innovation Window, Annex A states that it has an initial budget of EUR 75 million.

It is expected that the instrument supports at least 30 beneficiaries are.

Section 2 of Appendix A of the Agreement states that the Innovation Window is expected to
support at least 30 final beneficiaries.

The structure of the Fund shall leverage private funds.

Section 2 of Appendix A on Investment Strategy states that the Bulgarian REF is financed by the
contribution committed, along with the necessary leveraged amount from private investors, in
accordance with the applicable state aid regimes. Section 4 of Appendix A of the Investment
Strategy discusses the risk distribution between public and private investors, stating that both are
expected to share the same risk and reward in a layered financing structure, subject to state aid
rules. Financial intermediaries are required to ensure private participation in the Underlying
Funds, considering the minimum level required by their strategy and the agreed state aid
framework. The leverage effect of the allocated amount depends on the types of Underlying
Funds and Final Recipients, with a possibility that no private investors join in some high-risk
investments, subject to the applicable state aid framework.

Any returns to the Fund or financial instruments, including from repayments, as well as profits
obtained through the use of RRF funds, less the remuneration of the fund manager and the
financial intermediaries, shall be used for the same policy goals, including after 2026.

Article 5 of the Agreement details the management and prioritization of the Proceeds of
Operations, which encompass repayments (as defined in section 1 of the Agreement on page 9),
along with any gains, interest, or revenues of the REF. Specifically, Article 5.2 sets forth the
hierarchy for the use of returns, stating that after accounting for the payment and/or
reimbursement of Management Fees that are due but unpaid, unforeseen additional expenses,
and potential shortfalls, the subsequent returns shall be allocated to entering into Commitment
Agreements with the Underlying Funds according to the investment strategy. Additionally,
Section 5, point 5.2 of Appendix A on the investment strategy further clarifies that Commitment
Agreements financed by Legacy Funds—a collective designation for any funds still under EIF
management during the Legacy Period—may commence within the Legacy Period, which begins
on 01 July 2026. Lastly, Article 5.2 stipulates that any remaining returns should be dedicated to
investments that are consistent with the policy objectives of the Bulgarian REF, as elaborated in
the investment strategy.

Commission Preliminary Assessment: Satisfactorily fulfilled
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Related Measure C3.11: Guarantee instrument for energy efficiency and

Number: 56
renewable energy

Name of the Milestone: Signature of the contribution agreement between the European
Commission and the Government of Bulgaria

Qualitative Indicator: Agreement signed Time: Q3 2022

Context:

Milestone 56 is related to Investment 2.2.b. ‘Guarantee instrument for energy efficiency and
renewable energy.” The objective of this investment is to address Bulgaria’s challenges in
providing support for investments in energy efficiency and renewable energy.

Milestone 56 concerns the signature of the Contribution Agreement to InvestEU between the
Government of the Republic of Bulgaria and the European Commission (hereinafter referred to as
the ‘Agreement’).

Milestone 56 is the first step in the implementation of the investment and it will be followed by
the targets 57 and 58, which require, respectively, 50% and 100% of the total allocated financing
to be approved by the InvestEU Investment Committee. The investment has a final expected date
for implementation on 30 June 2024.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled (dated 20 September 2023);

ii. Copy of the Contribution Agreement, signed by the European Commission and the
Bulgarian Government (on 07 November 2022);

iii. Amendment to the Contribution Agreement, signed by the European Commission and the
Bulgarian Government (on 28 February 2024).

The authorities also provided:

iv. Market Assessment by the European Investment Fund: RRF Bulgaria market testing
outcome involving the main Bulgarian financial intermediaries (dated September 2022).)

v. Use Case Document for the Sustainability Guarantee published by the European
Investment Fund (EIF) November 2022.

vi. Second amendment and restatement agreement in respect of EIF MS-C Schedule, no. 3
(Amendment to the Guarantee Agreement), signed between the European Commission
and the European Investment Fund (on 28 May 2024).

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities cover all
constitutive elements of the milestone.

The contribution agreement between the European Commission and the Government of
Bulgaria shall be signed.

The Contribution Agreement to InvestEU between the European Commission and the
Government of Bulgaria was signed on 7 November 2022, ratified by the National Assembly of




the Republic of Bulgaria on 5 January 2023 and published in the State Gazette No. 4 dated 13
January 2023. On 20 February 2024, and amendment to the Contribution Agreement was signed
between the European Commission and the Government of Bulgaria to reflect that on 11 October
2023 the ‘Do no significant harm’ Technical Guidance (2021/C58/01) was replaced by the ‘Do no
significant harm’ Technical Guidance (C/2023/111).

The contribution agreement shall (a) require the application of the Commission’s technical
guidance on sustainability proofing for the InvestEU Fund, (b) exclude activities and assets on
the exclusion list specified in the description of the measure from eligibility. [...] Considering
that the proposed instrument shall be implemented following a contribution to InvestEU, the
points (a) and (b) above shall be ensured through the application of the InvestEU provisions
and the selected Implementing Partner’s lending policy and exclusion criteria.

Additional exclusions necessary in order to ensure compliance with the ‘Do no significant harm’
Technical Guidance (2021/C58/01) - including on waste - shall be specified in the guarantee
agreement between the European Commission and the European Investment Fund (EIF).
Furthermore, in line with the description of the measure, to ensure that the investment
complies with the ‘Do no significant harm’ Technical Guidance (2021/C58/01), the contribution
agreement between the European Commission and the Bulgarian Government shall
- require the application of the Commission’s technical guidance on sustainability
proofing for the InvestEU Fund; and
- exclude the following list of activities and assets from eligibility:
(i) activities and assets related to fossil fuels, including downstream use;
(ii) activities and assets under the EU Emission Trading System (ETS) achieving projected
greenhouse gas emissions that are not lower than the relevant benchmarks.

In line with the CID requirement, the amendment to the Contribution Agreement requires the
application of the Commission’s technical guidance on sustainability proofing for the InvestEU
Fund. In addition, Article 4.6 (Il) of the agreement states that the application of that Technical
Guidance in combination with the application of the implementing partner’s policies related to
the implementation of the InvestEU Fund, notably those of the European Investment Fund (EIF),
are sufficient to prove the absence of significant harm as per Article 5(2) of Regulation (EU)
2021/241.

Correspondingly, Article 5 of the amended Guarantee Agreement between the Commission and
the EIF, signed on 28 May 2024, reads that “the Commission considers the application of the
Sustainability Proofing Guidance in combination with the application of the EIF’s policies related
to implementing the InvestEU Fund (i.e. the EIB Group’s ‘Climate Bank Roadmap 2021-2025’)
sufficient to prove the absence of significant harm as per Article 5(2) of the Regulation”.

In addition, in order to ensure compliance with the ‘Do no significant harm’ Technical Guidance
(2021/C58/01), the Council Implementing Decision required to exclude the following list of
activities and assets from eligibility: (i) activities and assets related to fossil fuels, including
downstream use;

(ii) activities and assets under the EU Emission Trading System (ETS) achieving projected
greenhouse gas emissions that are not lower than the relevant benchmarks. For this reason,
Clause 4.6(ll) of the Contribution Agreement, before its amendment, stated that the Guarantee
Agreement should mandate that the Financing and Investment Operations conform to the 'Do No
Significant Harm' Technical Guidance (2021/C58/01).

However, the ‘Do no significant harm’ Technical Guidance of the Commission was replaced by the
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new 'Do No Significant Harm' Technical Guidance (C/2023/111). The new ‘Do no significant harm’
Technical Guidance (C/2023/111) contains a specific provision for guarantee agreements, which
states that the Commission considers the application of the Technical guidance on sustainability
proofing for the InvestEU Fund (2021/C 280/01) in combination with the application of the
relevant implementing partner’s policies related to implementing the InvestEU Fund sufficient to
prove the absence of significant harm as per Article 5(2) of the RRF Regulation.

Accordingly, the Contribution Agreement was amended to specify that the relevant provisions of
the Contribution Agreement should be read and interpreted in line with the new 'Do No
Significant Harm' Technical Guidance (C/2023/111).

Therefore, Clause 4.6(Il) of the amended Contribution Agreement ensures compliance with the
‘Do No Significant Harm’ Technical Guidance (C/2023/111) by stipulating that the Financing and
Investment Operations shall comply with the updated ‘Do no significant harm’ Technical
Guidance (C/2023/111). and it reads as following: “The Guarantee Agreement shall include
provisions stipulating that Financing and Investment Operations shall comply with the ‘Do no
significant harm’ Technical Guidance (C/2023/111), through the use of sustainability proofing and
the exclusion of certain activities and/or assets in accordance with the Guidance”.

While the Contribution Agreement pertains to the use of sustainability proofing and exclusion of
certain activities and assets ,Article 4 of the amended Guarantee Agreement between the
Commission and the EIF states that the 'Do no significant harm' Technical Guidance
(2021/C58/01) mentioned in the Agreement should be interpreted in in line with the new 'Do no
significant harm' Technical Guidance (C/2023/111).

In this respect, the amended Guarantee Agreement does not include an additional exclusion list,
given that such a list is not necessary in order to ensure compliance with the new ‘Do no
significant harm’ Technical Guidance (C/2023/111).

As of this, this minimal deviation does not change the nature of the measure and does not affect
the progress towards achieving the investment that the milestone represents. On this basis, it is
considered that this constitutive element of the milestone is satisfactorily fulfilled.

The contribution agreement between the European Commission and the Government of
Bulgaria shall [...] (c) include criteria to ensure that the financial instrument is in line with
Commission’s Guidance Note of 22 January 2021 (SWD(2021) 12 final) related to financial
instruments

As stated in the Contribution Agreement, on the basis of the guidance note, Member States who
decide to set up financial instruments under InvestEU should provide the following information:

a. Policy objectives of the measure: The Financial instrument shall contribute to green and
sustainable transformation of the local economy by supporting access to debt financing.
The instrument aims to address Bulgaria’s challenges in providing support for
investments in energy efficiency and renewable energy and will target SMEs, small mid-
cap companies and individuals (Clause 10(lV) of the Contribution Agreement, page 15)

b. State aid dimension of the measure: Financial contributions under the Guarantee
Agreement are governed by EU State aid rules. They are exempt from notification if
compliant with Regulation (EU) No 651/2014 on [the title of the regulation] or similar
regulations (Clause 3.4 of the Contribution Agreement, page 7)

c. Target amount of finance and investment to be mobilized: The amount of Contribution
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Stemming from RRF will be EUR 75 million (Clause 10 (IV) of the Contribution Agreement,
page 15)

d. Contribution to the Invest EU provisioning: EUR 150 million shall be provisioned from the
Contribution Stemming from RRF for the two guarantee instruments (Clause 5 of the
Contribution Agreement, page 9).

e. Type of support to be deployed: Eligible final recipient transactions may include senior
financing (such as loans, leasing, revolving credit lines, including overdrafts, and
documentary finance like bank guarantees, letters of credit, and bid bonds), Supply Chain
finance (including reverse factoring and with recourse factoring), subordinated financing,
and quasi-equity financing (Clause 10(IV) of the Contribution Agreement, page 15 and
Annex 2(IV) of the Contribution Agreement, Clause 10d, page 43)

f. Targeted beneficiaries and nature of investment: The target beneficiaries include SMEs;
small mid-cap companies; individuals/households (Annex 2(IV) of the Contribution
Agreement, Clause 7, page 43).

g. A clear milestone linked to the set-up of the instrument: Milestone 56 is linked to the set-
up of the guarantee instrument, and its fulfilment results in the set-up of the guarantee
instrument.

h. A timetable for deploying the financial instrument: The InvestEU program mandates
adherence to a specific timeline. According to the schedule set in the Council
Implementing Decision, the Implementing Partner is required to use commercially
reasonable efforts to guarantee that a minimum of 50% of the Finance and Investment
operations are approved by the InvestEU Investment Committee by the end of 2023. This
approval rate is expected to reach 100% by the end of 2024 (Annex2(lV) of the
Contribution Agreement, Clause 9, page 43).

i. The name of the InvestEU implementing partner: The Implementing Partners are EIF and
the Bulgarian Development Bank for all guarantee instruments covered by the
Contribution Agreement (Clause 11, page 16 of the Agreement). For the Guarantee
Instrument for Energy Efficiency and Renewable Energy, the Contribution Agreement lists
EIF (Annex2(IV) of the Contribution Agreement, Clause 1, page 42).

j. A description of the monitoring system to report on the investment mobilized: The
Guarantee Agreement refers to the monitoring framework established by the
Commission to ensure compliance with the objectives of the InvestEU Regulation and the
Agreement. The Commission will monitor the Guarantee Agreements' implementation
and require reports from Implementing Partners, aligned with EU Compartment terms
but also covering Member State Compartment objectives (Clauses 4.2 and 4.3 of the
Contribution Agreement, page 8).

The guarantee instrument shall take the form of a portfolio guarantee, implemented by the EIF.
Furthermore, in line with the measure description, the guarantee instrument shall be
implemented as a contribution to InvestEU with the European Investment Fund (EIF) as an
implementing partner.

Annex 2 (Ill) Clause 1 of the Contribution Agreement states that the instrument constitutes a
contribution to InvestEU with the European Investment Fund as an implementing partner. Clause
11.2 of the Contribution Agreement also specifies that in line with Clause 15(1) of the InvestEU
Regulation, the European Investment Fund and the Bulgarian Development Bank were identified
as the implementing partners covering all four guarantee instruments in the Guarantee
Agreement and the European Investment Fund as implementing partner for this specific
guarantee instrument (the guarantee instrument for growth) (Annex2(lll), Clause 1).

Portfolio guarantees under InvestEU typically encompass a variety of financial products. These
include senior financing options such as loans, leasing, and credit lines, as well as documentary
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finance, including bank guarantees and letters of credit. Additionally, they cover other forms like
subordinated and quasi-equity financing.

Annex 2 (IV), under Clause 10d, specifies that eligible final recipient transactions may encompass
a variety of forms, including but not limited to senior financing. This can consist of loans, leasing,
revolving credit lines (such as overdrafts), documentary finance (which includes bank guarantees,
letters of credit, and bid bonds), and supply chain finance (encompassing reverse factoring, also
known as confirming, and with recourse factoring). Additionally, it may include subordinated
financing and quasi-equity financing. These details are to be formalized in the Guarantee
Agreement. The categorization of the Guarantee Instrument for Energy Efficiency and
Renewable Energy as a portfolio guarantee is evident from its inclusive range of covered products
and the broad eligibility criteria for transactions, as detailed in Annex 2(lll). This diversification is
consistent with the nature and the purpose of portfolio guarantees, which is to spread risk across
various financial products, thereby fostering growth by enabling easier access to finance for a
wide array of investments.

The guarantee instrument shall deliver finance and investments in energy efficiency
improvements and renewable energy to SMEs, small mid-caps and individuals, through working
capital, including revolting credit lines, investment loans, or leasing.

Clause 10.2(IV) specifies that the guarantee instrument for energy efficiency and renewable
energy is a capped guarantee debt product. According to the same clause, this guarantee
instrument is intended to support policy needs in the areas of green finance, climate action,
energy efficiency, and renewable energy. It aims to provide SMEs, small mid-caps, as well as
individuals (natural persons) and housing associations with access to finance under preferential
terms, thereby benefiting local enterprises.

Annex 2 (IV), under point 10d, enumerates the transactions eligible under the guarantee
instrument, which encompasses a range of financial activities. These include, but are not limited
to, senior financing options such as loans, leasing, and revolving credit lines (including
overdrafts). Also included are forms of documentary finance, like bank guarantees, letters of
credit, and bid bonds, as well as supply chain finance, which covers reverse factoring (confirming)
and with recourse factoring. The list extends to subordinated financing and quasi-equity
financing. Furthermore, Clause 10.2 (1V) details various financial products, incorporating working
capital funds, which cover revolving credit lines, investment loans, and leasing.

The sectors to be supported shall be defined following a detailed market assessment.
Furthermore, in line with the description of the measure, the sectors to be supported shall be
in line with the Regulation (EU) 2021/241 and the eligibility criteria of InvestEU and will be
defined following a detailed market assessment.

EIF has submitted a detailed market test report (assessment), which on page 4, explicitly
references the sectors targeted for support. Additionally, the report cites the sustainable
guarantee use case document (version 1.1, dated November 2022). This document
comprehensively outlines the types of projects that the instrument should finance and the
eligible beneficiaries. While the instrument is not sector-specific in nature, it encompasses a
broad spectrum of investments, detailed by a list of eligibility criteria that are specific to both the
investment and the company. There are also sector-specific elements included, particularly noted
in section 4 of the use case document under 'investment related to the transition economy'.

According to clause 10.2 of the Contribution Agreement, the financial product will support
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economic sectors eligible under the ‘Use Case Document’ for the Sustainability Guarantee
published by EIF, except for those excluded in accordance with the 'Do No Significant Harm'
Technical Guidance (2021/C58/01) replaced by the ‘Do No Significant Harm’ Technical Guidance
(C/2023/111). As specified by that clause, these exclusions will be specified in the Guarantee
Agreement between the EIF and the Commission. Through the application of the Contribution
Agreement and the Guarantee Agreement Bulgaria is to comply with the ‘Do No Significant Harm’
Technical Guidance (C/2023/111) and thus the support is aligned with the Regulation (EU)
2021/241 and the eligibility criteria of InvestEU.

It is expected that the instrument supports at least 450 beneficiaries.

As indicated in Clause 10.2 (IV) of the Agreement, the financial instrument is indirect financing
through financial intermediaries and is expected to support at least 450 final recipients.

The total amount of RRF funding for the instrument shall be EUR 75 million.

According to the Clause 10.2(1V), the financial product will be implemented with the contribution
stemming from the RRF. According to the same clause, the amount of contribution stemming
from the RRF will be EUR 75 million.

The structure of the instrument shall enable to leverage private funds.

Annex 2(IV), Clause 5a, states that the structure of the instrument shall enable the leveraging of
private funds. According to Clause 10.2(lll), the indicative minimum leverage of the financial
product is four and is further defined in the Guarantee Agreement.

Any returns to the financial instrument, including from repayments, as well as profits obtained
through the use of RRF funds, less the remuneration of the fund manager and the financial
intermediaries, shall be used for the same policy goals, including after 2026.

As outlined in Clause 12.1 of the Contribution Agreement, the financial activities linked to the
Bulgarian compartment in the Common Provisioning Fund, including treasury gains from asset
management, remuneration for the EU Guarantee under the Member State Compartment,
recoveries, and other payments related to the financing and investment operations under the
Guarantee Agreement, will contribute to an increase in the provisioning, as outlined in Clause 5
of the Contribution Agreement. Furthermore, according to Clause 12.5 of the Contribution
Agreement, the surplus paid by the Commission to Bulgaria, as defined in Clauses 12.3 and 12.4
of the same Agreement, shall be allocated by the Member State to the originating funds, thus
constituting a return, taking into account losses of the underlying operations and their revenues
(less renumeration of the fund manager and the financial intermediaries). According to Clause
12.6, any surpluses related to returns on financial instruments arising from the RRF contributions
are to be used for the same policy goals, including after the year 2026.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure C3.12: Equity Instrument for climate neutrality and digital

Number: 61 L.
transformation investment

Name of the Milestone: Signature of the financing agreement between the European
Investment Fund and the Republic of Bulgaria

Qualitative Indicator: Signed agreement and investment policy adopted Time: Q3 2022

Context:
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Milestone 61 is part of sub-investment 2.3.a. ‘Equity Instrument for climate neutrality and digital
transformation investment’ of Investment 2 (C3.12) ‘Economic Transformation Programme’,
whose objective is to alleviate the long-lasting economic negative impact of the COVID-19 crisis
on Bulgarian undertakings.

Milestone 61 concerns the signature of the financing agreement (hereinafter referred to as the
“Agreement”) between the European Investment Fund (hereinafter referred to as the “EIF") and
the Government of Bulgaria, as well as the adoption of the investment policy of the Fund, which
aims at investing in assets that contribute to climate neutrality and accelerate the green and
digital transitions in priority sectors in Bulgaria.

Milestone 61 is the first step of the implementation of the investment and it will be followed by
target 62 related to the financing or investment of the operations respectively amounting to
100% of the total allocated financing approved by the Investment Committee. The investment
has a final expected date for implementation on 30 June 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled (dated 20 September 2023).

ii. Copy of the Funding Agreement between The Republic of Bulgaria represented by the
Ministry of Innovation and Growth and European Investment Fund, including the adopted
investment policy (signed in December 2022).

The authorities also provided:

ii.  Annexlll = Underlying Fund Term Sheet for the Growth Window
The call for expression of interest published by the EIF on 2 October 2023.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities cover all
constitutive elements of the milestone.

Signature of the financing agreement between the European Investment Fund and the
Government of Bulgaria, and adoption of the investment policy of the Fund.

The milestone in the Council Implementation is further specified in the Operational
Arrangements, which states that the financing agreement and the funding agreement
mentioned in the description of the milestone are one and the same document.

In December 2022, the Government of Bulgaria signed the Agreement with the EIF. It was signed
by the Bulgarian Minister of Innovation and Growth on 5 December and by EIF representatives
(Head of Division of Mandate Management Equity and Head of Equity Investments) on 4
December. This Agreement included the adopted investment policy of the Fund. The Agreement
was ratified through a law passed by the 48" National Assembly on 19 January 2023, and
subsequently published in State Gazette No. 8 on 25 January 2023. The Agreement thus became
effective from 25 January 2023. The terms ‘financing agreement’ and ‘funding agreement’ are
used interchangeably and refer to the same entity, in accordance with the detailed specifications
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outlined in the Operational Arrangements.
The investment policy shall be adopted by the governing bodies of the financial instrument.

Articles 7.1 to 7.14 of the Agreement detail the establishment of an Investment Committee,
which adopted the Investment Strategy (i.e., investment policy). This is in line with the primary
functions of this committee, which are spelled out in Article 7.1 of the Agreement, and which
include approving, monitoring, and supervising the implementation of the Investment Strategy,
as well as endorsing the entry into Commitment Agreements with financial intermediaries. The
Funding Agreement and the Investment Strategy, which is specified in Appendix A to the
Agreement, provide further guidance on these processes. The Investment Committee acts as a
governing body of the financial instrument. In accordance with articles 7.2 and 7.3 of the
Agreement, the Investment Committee is established by the Republic of Bulgaria, which should
communicate the details of the Investment Committee members to the EIF, and the members
“shall act at all times in good faith, with professionalism and in the interest of the best
implementation of the Recovery Equity Fund of Funds (‘REF’ i.e., the financial instrument) in
accordance with the terms of this agreement”. Article 7.6 further specifies the Investment
Committee responsibilities vis-a-vis the Republic of Bulgaria and spells out the tasks in
implementing the financial instrument.

Furthermore, in line with the description of the measure, the equity instruments shall be
implemented by the EIF as a financial partner (implementing partner) through a direct award to
the EIF by a dedicated RRF funding agreement to be signed between the Republic of Bulgaria
and the EIF for the management of the RRF supported equity operations.

The terms and conditions of the direct award are specified in the Agreement. Specifically, Articles
2.1 and 2.2 of the Agreement detail the mandate and responsibilities of EIF in executing the
Agreement. Article 2.1 appoints the EIF to manage the funds and resources provided by the
Republic of Bulgaria for the Recovery Equity Funds of Funds (‘REF’) and to perform other related
duties as specified in the Agreement. Article 2.2 further clarifies the EIF's mandate, with 2.2.b
stating that the Republic of Bulgaria authorizes the EIF to implement the Fund by adhering to the
investment strategy, while also taking into account the Risk Policy (outlined in Appendix C).

The investment policy shall be in line with the Commission’s Guidance Note of 22 January 2021
(SWD(2021) 12 final) related to financial instruments.

On the basis of the GUIDANCE TO MEMBER STATES RECOVERY AND RESILIENCE PLANS
(SWD(2021) 12 final) (hereinafter referred to as "the guidance note”), Member States who decide
to set up financial instruments outside of InvestEU should provide the following information,
which, indeed, features in the Financing Agreement as well as the Investment Strategy, provided
as Appendix A to the Agreement:

e the policy objectives of the measure

With regard to the policy objectives of the Fund, these are listed in section 1 of the Investment
Strategy, Appendix A of the Agreement, and are the following:
e support Bulgarian undertakings by alleviating the long-lasting economic negative
impact of the COVID-19 crisis;
e increase the innovation capacity of companies, accelerate their productivity
improvements and the transition to a knowledge economy;
e invest in infrastructure assets contributing to climate neutrality and accelerate the
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green and digital transition in priority sectors in the country.
These policy objectives reflect the three investments concerning equity instruments included in
the Bulgaria’s RRP, namely Investment 2.1.b “equity instruments for growth”, investment 2.1.e
“Innovation Pool (equity instrument for innovation)” and Investment 2.3.a “Equity instruments
for climate neutrality and digital transformation investments”.

e the State aid dimension of the measure

With regard to the state aid dimension of the measure, Section 13 of the Agreement and Section
6 of the Investment Strategy, Appendix A of the Agreement, cover the state aid framework for
the investment. The latter describes the actions to be undertaken by the Bulgarian administration
to comply with state aid rules, depending on the state aid regime that applies for each specific
investment approved by the Investment Committee. The section outlines the following
procedures regarding state aid compliance in Bulgaria:

e |If the De minimis state Aid regime or a state aid free regime/market conformity is
applicable, the Ministry of Innovation and Growth consults the Bulgarian state aid
authority prior to implementation.

e In cases where the General Block Exemption Regulation (GBER) framework is applicable,
the Bulgarian state aid authority must approve the terms to ensure compliance with the
GBER state aid regime.

e Regardless of the regime, the Ministry of Innovation and Growth is responsible for
monitoring and ensuring compliance with the applicable state aid requirements on behalf
of the Republic of Bulgaria.

Additionally, financial intermediaries are obligated to provide EIF and/or the Republic of Bulgaria
with any necessary information to fulfill Bulgaria's state aid reporting obligations.

Additionally, state aid regime option(s) and applicable terms of reference are described in detail
in the Annex IV — Term Sheet for the Infrastructure Window to the Call for expression of interest.

e the target amount of finance and investment to be mobilized

With regard to the target amount of finance and investment to be mobilized, the Infrastructure
Window must have an initial budget of EUR 30 million and is expected to support at least 3 Final
Recipients, as outlined in Section 2 (point 2) of Appendix A on investment strategy.

e the type of support to be deployed (e.g. loans, guarantees, equity...)

With regard to the type of support to be deployed, this is included in the Investment Strategy
(see below under the analysis of constitutive element ‘the support shall be delivered through
venture capital funds and private equity’).

e the targeted beneficiaries (e.g. SMEs, mid-caps) and the nature of the investment (e.g.
innovation, broadband, infrastructure)

With regard to the targeted beneficiaries and the nature of the investment, this is included in the
Investment Strategy, Appendix A of the Agreement, separately for each of the windows of the
Fund (see below under the analysis of constitutive element ‘the Fund shall provide financial
instruments (equity) support for SMEs and small mid-caps, including start-ups and early growth
companies’).
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e aclear milestone linked to the set-up of the instrument;
Milestone 61 is linked to the set-up of the instrument.
e atimetable for deploying the financial instrument;

With regard to the timetable for deploying the financial instrument, this is outlined in Section 5 of
the Investment Strategy, Appendix A of the Agreement.

e the name of the implementing partner;

With regard to the name of the implementing partner, this is the EIF, as per recital 2.1 of the
Agreement.

e a description of the monitoring system to report on the investment mobilized through
the financial instrument;

With regard to the description of the monitoring system to report on the investment mobilized
through the financial instrument, Appendix D describes the type of information to be collected by
the EIF and the objectives for monitoring, while Appendix E outlines the main elements of the
progress report.

e the calculation of the loss distribution.

With regard to the calculation of loss distribution, it is covered by Article 9.2 of the Agreement. It
states that any costs associated with the application of negative interest to the REF Bank Account,
or any other necessary bank accounts for the REF implementation, including those related to
Treasury Funds and treasury losses, will be covered in a specific order: firstly, from the current
account balance; secondly, by the positive Interest Generated on the REF Account; then, by the
Proceeds of Operations available in the REF Account. If these amounts are insufficient (as
determined annually by the EIF), the Republic of Bulgaria will cover the remaining costs.

The investment policy shall include selection criteria to ensure compliance with the “Do no
significant harm” Technical Guidance (2021/C58/01) of supported transactions under this
measure by requiring beneficiaries that derived more than 50% of their direct revenues during
the preceding financial year from activities or assets on the following list of activities to adopt
and publish green transition plans: (i) activities related to fossil fuels, including downstream
use; (ii) activities under the EU Emission Trading System (ETS) achieving projected greenhouse
gas emissions that are not lower than the relevant benchmarks; (iii) activities related to waste
landfills, incinerators and mechanical biological treatment plants; and (iv) activities where the
long-term disposal of waste may cause harm to the environment.

This requirement could be implemented, for example, by relying on the EIF’s new restricted
sectors (non-infra equity Funds — Paris alignment framework), adjusted by certain additional
restrictions on ETS sectors and certain transport activities; and by requiring the verification of
legal compliance with the relevant EU and national environmental legislation of the beneficiary
by the EIF for all transactions, including those exempted from sustainability proofing.

Appendix G of the Agreement concerns the implementation of the ‘Do not significant harm’
principle (‘DNSH’). The text of Appendix G reflects the constitutive elements of the milestone
with respect to DNSH. Appendix G lists the eligibility criteria for the underlying financial
instruments. These include the exclusion of the following list of activities and assets from
eligibility:
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e activities and assets related to fossil fuels, including downstream use;

e activities and assets under the EU Emission Trading System (ETS) achieving projected
greenhouse gas emissions that are not lower than the relevant benchmarks: and

e activities and assets related to waste landfills, incinerators and mechanical biological
treatment plants

e activities and assets where the long-term disposal of waste may cause harm to the
environment.

The Agreement excludes from funding those assets and activities for which, based on the CID
Annex, beneficiaries derived more than 50% of their direct revenues during the preceding
financial year. For those they would need to adopt and publish green transition plans. The
exclusions are further operationalized in the term sheets accompanying the Call for Interest.

The investment policy includes selection criteria to ensure compliance with the “Do no significant
harm” Technical Guidance (2021/C58/01) of supported transactions under this measure by
requiring the verification of legal compliance with the relevant EU and national environmental
legislation of the beneficiary by the EIF for all transactions, including those exempted from
sustainability proofing.

Appendix G mandates adherence to the Commission's technical guidance on sustainability
proofing within the framework of the InvestEU Fund. This requirement ensures that all activities
and investments under the fund are evaluated and managed in a way that supports sustainable
development principles. Additionally, the Appendix specifies that the eligibility criteria for
projects and investments should be in compliance with the relevant environmental legislation at
both the EU and national levels, thereby upholding environmental standards and practices.

The Fund shall provide financial instruments (equity) for project special purpose vehicles, as
well as SMEs and small mid-caps and mid-caps for investment in assets that contribute to
climate neutrality and accelerate the green and digital transition in priority sectors in Bulgaria.
This is expected to be carried out by supporting the creation of infrastructure assets, green
energy production and storage infrastructure, including renewables, biomass, storage,
recharging infrastructure for electric vehicles, hydrogen, digital infrastructure (ICT, optical
infrastructure, data centres, 5G), urban regeneration, energy efficiency and social
infrastructure. The support shall be delivered through venture capital funds and private equity.

According to point 5 of the Call for expression of interest published by the EIF, eligibility is
restricted to interested parties, including but not limited to, private equity, venture capital funds,
infrastructure funds, co-investment schemes, special purpose vehicles in any form that undertake
long term risk capital investments in the form of equity, preferred equity, hybrid debt-equity
instruments, other type of mezzanine financing, excluding entities targeting buy-out (or
replacement capital) intended for asset stripping. Such parties may qualify to become Financial
Intermediaries as further specified in the Annex Il, Il and IV to the Call for expression of interest.

Furthermore, in line with the description of the measure, this shall be carried out by supporting
the creation of infrastructure assets (renewables, biomass, storage, recharging infrastructure
for electric vehicles, hydrogen), digital infrastructure (ICT, optical infrastructure, data centres,
5G), urban regeneration, energy efficiency and social infrastructure.

Section 2 of the Appendix A on investment strategy describes the financial products to be offered
and lists the three windows - which correspond to the three investments linked to the equity
instruments under the Economic Transformation Programme, namely Investment 2.1.b Equity
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instruments for growth (‘Growth Window’), Investment 2.1.e — Equity instrument for innovation
(‘lnnovation Window’), and Investment 2.3.a - Equity instruments for climate neutrality and
digital transformation investments (‘Infrastructure Window’).

With respect to Investment 2.3.a, associated with milestone 61, the investment strategy states
that the Infrastructure Window targets project special purpose vehicles, as well as SMEs, small
mid-caps and mid-caps for investments in assets that notably contribute to climate neutrality and
the green and digital transition of the country. Additionally, it outlines that this window targets
primarily the creation of infrastructure assets (renewables, biomass, storage, recharging
infrastructure for electric vehicles, hydrogen), digital infrastructure (ICT, optical infrastructure,
data centres, 5G), urban regeneration, energy efficiency and social infrastructure, aiming to
primarily contribute to climate neutrality and accelerate the green and digital transition in
priority sectors in the country.

The management of the Fund shall be entrusted to the EIF.

Article 2.1 of the Agreement specifies the appointment of EIF to implement and manage the
funds and resources provided by the Republic of Bulgaria for the REF. It also includes the EIF's
responsibility to perform additional functions and duties related to the REF, as outlined in the
Agreement. The specific activities that the EIF undertake in managing the Fund are detailed in
Article 2.2.

A dedicated RRF funding agreement shall be signed between the EIF and the Government of
Bulgaria for the management of the RRF equity supported operations.

The Agreement was signed by both the Republic of Bulgaria and the EIF on 5 December 2022, and
ratified by the National Assembly of the Republic of Bulgaria on 19 January 2023. Article 2.1 of
the Agreement specifies the appointment of EIF to implement and manage the funds and
resources provided by the Republic of Bulgaria for the REF, which is established as a separate
block of finance (non-incorporated vehicle) within EIF.

An investment committee shall be responsible for approving operations with intermediaries as
proposed by the fund manager (EIF) based on market needs and in an open and market-
conform way.

Article 7.1 sets up the Investment Committee with key roles in approving, monitoring, and
overseeing the investment strategy's implementation.

Article 7.6 outlines the Committee's responsibilities, emphasizing that it should approve
operations based on proposals from the EIF. This is detailed in 7.6 (e) and 7.6 (f), which state that
the Investment Committee has the responsibility to approve or not object to various proposals by
EIF during the duration of the Agreement. This includes approving calls for expressions of interest
for the selection of Financial Intermediaries and Underlying Funds and approving or not objecting
to the allocation of REF resources to these Underlying Funds, as proposed by the EIF.

Recital 7.10 further clarifies that the Investment Committee should conduct its decision-making
based on market needs and in a manner that is open and conforms to market standards.

Finally, Appendix H of the Agreement includes the Rules of Procedures for the Investment
Committee. This appendix comprehensively establishes the composition of the Investment
Committee, outlining its powers, functioning, decision-making process, and the code of conduct
for its members. For instance, it stipulates that the Investment Committee members must have at
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least 3 years of relevant experience in the field, act independently and decide based on market
needs and in an open and market-conform way regarding the approval of investments.

It is expected that the instrument supports at least 3 beneficiaries. The total amount of RRF
funding shall be EUR 30 million.

Section 2 of Appendix A on investment strategy details the three windows, each corresponding to
one of the three equity instruments included in the Economic Transformation Programme. The
Infrastructure Window has an initial budget of EUR 30 million and is expected to support at least
three final recipients.

The structure of the Fund shall leverage private funds.

Section 2 of Appendix A on investment strategy states that the Bulgarian REF is financed by the
contribution committed, along with the necessary leveraged amount from private investors, in
accordance with the applicable state aid regimes. Section 4 of Appendix A on investment strategy
discusses the risk distribution between public and private investors, stating that both are
expected to share the same risk and reward in a layered financing structure, subject to state aid
rules. Financial intermediaries are required to ensure private participation in the Underlying
Funds, considering the minimum level required by their strategy and the agreed state aid
framework. The leverage effect of the allocated amount depends on the types of Underlying
Funds and Final Recipients, with a possibility that no private investors join in some high-risk
investments, subject to the applicable state aid framework.

Any returns to the Fund or financial instruments, including from repayments, as well as profits
obtained through the use of RRF funds, less the remuneration of the fund manager and the
financial intermediaries, shall be used for the same policy goals, including after 2026.

Article 5 of the Agreement details the management and prioritization of the Proceeds of
Operations, which encompass repayments (as defined in section 1 of the Agreement on page 9),
along with any gains, interest, or revenues of the REF. Specifically, Article 5.2 sets forth the
hierarchy for the use of returns, stating that after accounting for the payment and/or
reimbursement of Management Fees that are due but unpaid, unforeseen additional expenses,
and potential shortfalls, the subsequent returns should be allocated to entering into Commitment
Agreements with the Underlying Funds according to the investment strategy. Additionally,
Section 5, point 5.2 of Appendix A on the investment strategy further clarifies that Commitment
Agreements financed by Legacy Funds—a collective designation for any funds still under EIF
management during the Legacy Period—may commence within the Legacy Period, which begins
on 1 July 2026. Lastly, Article 5.2 stipulates that any remaining returns should be dedicated to
investments that are consistent with the policy objectives of the Bulgarian REF, as elaborated in
the investment strategy.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 63 Related Measure: C4.R1 Establishment of a National Fund for Decarbonisation
Name of the Milestone: Assessment of the national energy efficiency regulatory framework
published by an independent expert panel

Qualitative Indicator: Publication of the assessment of the national energy
efficiency regulatory framework on the website of the Energy Ministry
Context:

Time: Q3 2022

The reform requires the establishment of a National Decarbonisation Fund and its sub-funds. It
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consists of several steps, such as an assessment of the national energy efficiency regulatory
framework by an independent expert panel including recommendations for the fund, the entry into
force of a law and related secondary legislation establishing the National Decarbonisation Fund and
its sub-funds, and the contracting of the Fund.

Milestone 63 requires the publication of an assessment by an independent expert panel of the
national energy efficiency regulatory framework.

Milestone 63 is the first step of the implementation of the reform, and it will be followed by
milestone 64 related to entry into force of the law and secondary legislation establishing the fund
and its sub-fund and by milestone 65 related to the signature of the contractual agreement between
the government and the Fund manager. The reform has a final expected date for implementation off
30 September 2024,
Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Asummary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii.  Alink to the website of the Ministry of Energy where the “Final completion report” from the
European Investment Bank, PricewaterhouseCoopers (PwC) and Ecorys, dated from 2023
and financed by the European Commission Technical Support Instrument, is published:
https://www.me.government.bg/uploads/manager/source/FINAL%20REPORT EIB%20BG%2
ONDF Deliverable%207%20Final%20Technical Report 09012023 1.pdf.

iii.  Acopy of the report.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Publication of the assessment of the national energy efficiency regulatory framework on the
website of the Energy Ministry.

The final completion report on the national energy regulatory framework (evidence ii) was published
on the website of the Bulgarian Ministry of Energy on 26 January 2023. The overall objective of the
report is to support the design and the establishment of an umbrella National Decarbonisation Fund
consisting of underlying specific funds supporting differentiated energy efficiency investment types
and/or final beneficiaries (page 4 of the report).

An assessment of the national energy efficiency regulatory framework shall be carried out by an
independent expert panel.

The final report assessing the Bulgarian energy efficiency regulatory framework (see evidence ii and
iii) was prepared by a consortium of independent experts: the European Investment Bank, Ecorys|
and PwC; and was financed through the Commission Technical Support Instrument managed by the
Commission’s Directorate-General for Structural Reform Support. The report is the final summary of
separate deliverables prepared by the expert panel under the Technical Support Instrument
contract. It provides an overview of the key findings and recommendations from the following
deliverables: 1) market assessment (notably identifying the barriers to energy efficiency investments
(page 6), 2) investment strategy (page 8), 3) design for the fund (page 9), 4) human resources plan
(page 12), 5) manual of procedures (page 13) and 6) roadmap (page 15). The report also includes a
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section reviewing the existing energy efficiency legal and regulatory framework related to the public,
commercial and residential market segments and provides recommendations to improve this
regulatory framework in section 5 of the report (page 22).

The assessment shall: 1. Identify barriers to energy efficiency investments; 2. provide
recommendations for changes to the national regulatory framework; 3. Identify options on the
structure of the National Fund for Decarbonisation, in particular, on ownership and governance;
4. Identify potential sources for the capitalisation of the National Fund for Decarbonisation.

The final report provided by Bulgaria (see evidence ii) covers all the points required by the Council
Implementing Decision. In particular:

o The barriers to energy efficiency investments are identified in chapter 3, page 6 of the report
in the market assessment section. The barriers to energy efficiency investments identified in
the report are, inter alia, barriers to demand of financing such as the high cost of ESCO
contracts due to VAT treatment; and barriers to supply of financing. This section also
identifies the annual investment gap in four scenarios;

e Chapter 5 of the report provides an analysis of existing relevant legislation and subsequent
recommendations for changes to the national regulatory framework. Among such
recommendations are the following: to amend the condominium management act to make
housing associations eligible for bank loans including through the introduction of
professional management and to amend the regulatory framework applicable to ESCOs to
include the possibility for ESCOs to pay projects’ VAT in instalments;

e Chapter 3 of the report includes recommendations on the structure and ownership of the
National Fund for Decarbonisation by providing three options to the government in the fund
design section on page 9. The options provided for the ownership of the Fund are to design
the Fund as a new entity, to transform a unit of an existing fund such as the Bulgarian Energy
Efficiency and Renewable Sources Fund or to set the Fund as a unit at government level. The
governance of the National Fund for Decarbonisation is considered on page 12 in the Human
Resources Plan and on page 13 in the manual of procedures section, which constitutes a
high-level general guide to the Fund’s governance and processes and has the aim to achieve
a stronger coordination of public policies and funding streams for energy efficiency
investment in buildings in Bulgaria. In particular, the report recommends three levels for the
fund: an Umbrella Fund/coordination unit, a holding fund and financial intermediaries/sub-
fund(s);

e Potential sources for the capitalisation of the fund are outlined in chapter 3, page 8 under
the investment strategy section. The main source of funding identified is the Modernisation
Fund, with a potential role for the Social Climate Fund in the longer term.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C4.R3: Definition of “energy poverty” and of criteria for

plumos e identifying households in energy poverty and vulnerable consumers

Name of the Milestone: Entry into force of the amendments to the Energy Act and secondary
legislation concerning “energy poverty”

Qualitative Indicator: Provision in the Energy Act indicating the entry into

ime: 2022
force of the amendments to the Energy Act and of the secondary legislation Time: Q4 20
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Context:

The objective of this reform is to contribute to tackling energy poverty and protecting vulnerable
consumer by regulating the definition of “energy poverty” and defining criteria for their
identification.

Milestone 66 requires amendments to the Energy Act and to the subsequent secondary legislation
introducing a definition of “energy poverty” and define criteria for identifying households in energy
poverty and vulnerable consumers. The relevant secondary legislation related to this milestone is
the Ordinance on “the criteria, conditions and procedures for determining the status of households
in energy poverty and the status of vulnerable customers”. The amendments shall take into account
the criteria listed in the Directive 2019/944: i) low income; ii) high energy costs as a share of
available income; and iii) low energy efficiency.

Milestone 66 is the only milestone of this reform.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i A summary document duly justifying how the milestone (including all the constitutive

elements) was satisfactorily fulfilled;

ii.  Copy of Decree No. 199, Law on Amendment and Supplement to the Energy Act, adopted by
the National Assembly on 5 October 2023, re-adopted on 10 November 2023, and published
in the State Gazette No. 96 of 17 November 2023
https.//dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=201222

iii.  Copy of the Council of Ministers Decree No. 267 of 7 December 2023 on the adoption of the
Regulation on criteria, conditions and procedures for determining the status of households
in a situation of energy poverty and vulnerable customer status for electricity supply,
published in the State Gazette No. 103 of 12 December 2023
https.//dv.parliament.bg/DVWeb/showMaterialDV.jsp;jsessionid=3CAF7379714B1E8944CFF
C4CAB8B3B40?idMat=201780

The authorities also provided:

iv. A consolidated version of the Energy Act
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Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Entry into force of the amendments to the Energy Act and secondary legislation concerning
“energy poverty”.

According to paragraph 66 of the Decree No. 199 adopted on 10 November 2023, related to the
amendments to the Energy Act (hereinafter referred to as “Decree No. 199", see evidence ii), the
provisions concerning energy poverty entered into force on 17 November 2023, the day of its
promulgation in the State Gazette.

Article 38e(2) of Decree No. 199 states that the determination of the status of a household in energy
poverty and of a vulnerable electricity customer, including the assessment of the number of
households in energy poverty, is made under the conditions and procedures laid down in an
ordinance adopted by the Council of Ministers. The ordinance referred to in Article 38e(2) is the one
on “criteria, conditions and procedures for determining the status of the households in situation of
energy poverty and vulnerable customers for electricity supply”, adopted under Decree No. 267 of 7
December 2023 and published in the State Gazette No. 103 of 10 December 2023 (hereinafter
referred to as “Ordinance”, see evidence iii). The Ordinance constitutes the secondary legislation
required in the description of the milestone. The final provision of the Decree stipulates that it
enters into force from the day of its promulgation in the State Gazette.

The amendments to the Energy Act and the subsequent secondary legislation shall regulate the
definition of “energy poverty”.

A definition of “energy poverty” now figures in amendment 49 of Decree No. 199, to determine
households in a situation of energy poverty through the introduction of point 13d of the Additional
Provisions of the Energy Act, whereby an ‘energy poverty household means a household which, at
the prices in force on energy carriers, has an average monthly income per member of the household
in the previous year lower than or equal to the official poverty line, after being reduced by its cost of
the reference energy consumption determined by reference to the energy performance of the
dwelling, and which therefore does not have access to essential energy services for adequate
heating, cooling, lighting and energy supply for household appliances’.

The definition of the terms and conditions for determining the status of households in a situation of
energy poverty and vulnerable customers, including their number, is established through the
Ordinance, as defined in amendment 17 of Decree No. 199, introducing Article 38e(2) of the Energy
Act. The detailed procedure for determining the status of households in energy poverty and
vulnerable customers is set out in Chapter 3 of the Ordinance.

Amendment 17 of Decree No. 199 also establishes the competent bodies for implementing measures
to address energy poverty, namely the Ministry of Energy, Ministry of Regional Development and
Public Works, Ministry of Labour and Social Policy, as well as any other body determined by an act of
the Council of Ministers (Article 38e(3) of the Energy Act). These bodies are also responsible for
certifying that a particular household fulfills the criteria for energy poverty.

Finally, amendment 17 of Decree No. 199 introduces Articles 38e(5) and 38e(6) in the Energy Act,
establishing that the responsible institution designated for the development of the National Social
Climate Plan (under Regulation (EU) 2023/955 of the European Parliament and of the Council of 10
May 2023 establishing a Social Climate Fund) or another body designated by an act of the Council of

74




Ministers will set up and manage an information system and database to identify households in
energy poverty and vulnerable customers for the supply of electricity. The procedure and
mechanism for the operation of the information system is laid down in Chapter 4 (Articles 11 to 15)
of the Ordinance.

Therefore, through the amendments to the Energy Act and the rules and procedures set out in the
Ordinance, support programmes for energy poverty are implemented by different ministries,
agencies and other actors (e.g. municipalities), while the information system acts as the centralized
storing tool for relevant data, aiming at facilitating the identification and verification of eligible
applicants through links with existing public electronic registers (as set out in Article 38e(6) of the
Energy Act and Article 11(2) of the Ordinance).

(...) and define criteria for identifying households in energy poverty and vulnerable consumers.
The amendments shall take into account the criteria listed in the Directive 2019/944: low income,
high-energy costs as a share of available income and low energy efficiency.

Article 29 of Directive 2019/944 stipulates that when assessing the number of households in energy
poverty, Member States shall establish and publish a set of criteria such as low income, high
expenditure of disposable income on energy and poor energy efficiency.

The criteria for identifying households in energy poverty and vulnerable consumers are laid down in
the Energy Act (new point 13d of the Additional Provisions) whereby energy poverty is determined
by disposable income and energy expenditure, as follows: “A household in energy poverty is a
household which, with the currently applicable energy prices, has a disposable average monthly
income per head of the household equal to or less than the official poverty line once it has been
reduced by the energy expenses for the typical level of energy efficiency given the energy
characteristics of the household, and which, as a result, has no access to basic energy services for
adequate heating, cooling, lighting and energy for household appliances”.

Chapter 2 of the Ordinance, in Article 3(1), further specifies that a household in energy poverty shall
be defined on the basis of: i) disposable average monthly income of household members; ii)
consumption of the type of energy consumption; iii) energy performance of the dwelling.

Regarding vulnerable consumers, the Additional Provisions of the Energy Act define as criteria for
the identification of vulnerable consumers the dependency on electrical equipment due to age or
health and receipt of social assistance. Article 3(2) of the Ordinance further specifies that a
vulnerable customer is a household where at least one member is critically dependent on electrical
equipment due to one of the following circumstances: i) a person aged over 65 living alone or with
other person(s) above the age of 65, with disposable income after a reduction in energy
consumption lower than or equal to the poverty line; ii) a person with a disability of at least 50%
with disposable income after reduction in energy consumption less than or equal to the poverty line;
iii) a person who need aid for independent living and/or support devices that depend on a source of
electrical energy; iv) a person who received monthly social benefits and/or targeted heating aid
under the Social Assistance Act for the previous heating season.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C4.R2: Facilitating investments in energy efficiency renovations

a Ll LG in residential buildings
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Name of the Milestone: Entry into force of the amendments to the Condominium Ownership
Management Act

Qualitative Indicator: Provision in the Condominium Ownership Management

Act indicating the entry into force of the amendments Time: Q3 2022

Context:

The objective of the reform is to tackle barriers to energy efficiency investments in multi-apartment
buildings by amending the Condominium Ownership Management Act. More specifically, the
amendments aim to facilitate the decision-making by owners of multi-apartment buildings; regulate
the professional management of condominium property; and facilitate the application for collective
loans to different financial institutions.

Milestone 67 is the only milestone of this reform and it aims at facilitating energy efficiency
renovations in multi-apartment buildings.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. A Summary document duly justifying how the milestone was satisfactorily fulfilled in line
with the requirements set out in the Council Implementing Decision Annex;

ii. A copy of the Condominium Ownership Management Act, published in the State Gazette No.
82 of 29 September 2023, amending and supplementing the Act.
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp;jsessionid=3ACA645FCD5928445FF8E
DECFOC0C716?idMat=199767
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https://dv.parliament.bg/DVWeb/showMaterialDV.jsp;jsessionid=3ACA645FCD5928445FF8EDECF0C0C716?idMat=199767
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp;jsessionid=3ACA645FCD5928445FF8EDECF0C0C716?idMat=199767

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Entry into force of the amendments to the Condominium Ownership Management Act

According to the “Final Provisions” of the Condominium Ownership Management Act (therein
referred to as “Condominium Act”, see evidence ii), amended and supplemented in State Gazette
No. 82 from 29 September 2023, the Act entered into force on the day of its promulgation in the
State Gazette.

The amendments of the Condominium Ownership Management Act shall:
1. facilitate decision-making by owners of individual sites in multi-apartment buildings by reducing
the threshold required to support renovation of buildings

The Condominium Act governs the public relations related to the management of common parts of
buildings in co-ownership, as well as the rights and obligations of owners, users and occupants of
independent premises, as defined in Article 1. To support the renovation of a building, the
Condominium Act stipulates in Article 11 that a General Assembly meeting is needed, for which a
qguorum is required.

The quorum requirements for the renovation of buildings are defined in Article 15, particularly in the
amended Article 15(1), which requires that a “general meeting shall be held if the owners of at least
51 percent of the ideal parts of the common parts of the condominium are present in person or
through representatives”. Amendment to Article 15(2) reduces the percentage of quorum required
for a resit in the absence of a quorum referred in paragraph 1 from 33% to 26%. Furthermore, the
amended Art. 16(1) establishes the legal possibility for the General Assembly to be held in a hybrid
form - in person and online via videoconference.

The threshold required to support renovation of buildings is reduced from 67% to 51%. The
amended Article 17(2), point 5, states that ‘for major renovations, for carrying out major repairs and
for the use of funds from the European Union funds and/or from the state or municipal budget,
grants and subsidies and/or own funds or other sources of financing, the General Assembly of
Owners shall adopt decisions with a majority of not less than 51 percent of the ideal parts of the
common parts’.

2. regulate the professional management by creating the conditions for improving its quality

The quality of the professional management is improved through the establishment of the registry of
professional condominium managers-traders (the “Registry”), for which Articles 47b, 47c and 47d of
the Condominium Act are created.
The Registry is established and maintained by the Ministry of Regional Development and Public
Works and includes the professional managers-traders who intend to carry out condominium
activities on a professional basis in Bulgaria (Article 47b(1 of Condominium Act)). In order to be part
of the Registry, a list of statutory requirements defined in Article 47b(3) of Condominium Act must
be met, namely:
e not have been convicted of an intentional crime of a general nature, or been rehabilitated;
e insolvency requirements - during the three years before the starting date of the insolvency
or over-indebtedness determined by the court, not have been members of the management
of a company subject to insolvency proceedings;
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e not be disqualified from holding a position of material responsibility;

e not included in the list referred to in Article 5(1) of the Law on Measures against Terrorist
Financing;

e have no public debts, with the exception of debts arising from acts which have not entered
into force;

e have an administrative capacity of at least one person employed under a contract of
employment;

e have paid the fee referred to in Article 47b(2).

Prior to the introduction of these requirements, there were no specific preconditions to ensure the
professional management of condominiums. Therefore, through the introduction of Article 47b(3),
the improvement of the professional management is ensured. Paragraphs 4 to 8 of Article 47b of the
Condominium Act further define the documents that are provided by the applicants as evidence that
the requirements are met, as well as the procedures in case further information is needed to decide
regarding the acceptance or refusal of the application to the Registry.

If an application is accepted to be part of the Registry, Article 47c defines that the Ministry of
Regional Development and Public Works issues a registration certificate, which is valid for up to five
years (Articles 47¢c(1) and (2)). Paragraph 4 of the same article further establishes that an insurance
contract for "Professional Liability" is then concluded.

Finally, Article 47d describes the procedures that must be followed when traders are removed from
the Registry, as well as the circumstances leading to such decision, including: i) a request made by a
registered trader for the termination of the condominium management activity; ii) the systematic
violations under this Law; the opening of bankruptcy or liquidation proceedings against a registered
trader (Article 47b(1)).

3. facilitate the application for collective credits by the condominium through the setting up of a
joint bank account in the name of the condominium

The new Article 25(8) indicates that the “homeowners association shall open a bank account for the
collection of the management and maintenance costs and for the use of the funding referred to in
paragraphs 1 and 2."

Furthermore, the new Article 51(8) states that the “funds for the management and maintenance of
the common parts of the condominium may be collected in an individual special purpose checking
account in the name of the condominium. The disposition of the funds shall be made by the chairman
of the board of managers (the manager) on the basis of a resolution for their use adopted by the
general assembly."

Furthermore, the introduction of the amendments in the Condominium Act addressing the three
objectives described above, contribute to the purpose of the reform, which is to tackle barriers to
energy efficiency investments and contribute to the efficiency of energy efficiency investments in
building renovation, as per the milestone description in the Council Implementing Decision.
Additionally, as also required by the milestone description, the amendments were coordinated with
related changes to other pieces of primary and secondary legislation. As examples of the
coordination with other legislation, a new paragraph 5 was introduced in Article 92a of the Energy
Act and the new Article 58(2) of the Condominium Act refers to the Administrative Violations and
Penalties Act.

Commission Preliminary Assessment: Satisfactorily fulfilled
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Number: 68 Related Measure: C411 Support for the renovation of the building stock

Name of the Milestone: Establishing a national support scheme for energy efficiency renovation for
residential and non-residential buildings

Qualitative Indicator: Publication of the Ministerial order establishing the

Time: Q3 2022
scheme

Context:

The objective of this investment is to support energy efficiency renovation of the building stock
through building renovation investments for i) energy efficiency renovation of residential buildings,
ii) energy efficiency renovation of non-residential buildings, including public buildings, and iii)
energy efficiency renovation of non-residential buildings in manufacturing, trade and services, as
well as in the tourism sector.

Milestone 68 requires the establishment of a national support scheme for energy efficiency
renovation for residential and non-residential buildings through Ministerial order. The scheme is to
cover three sub-measures:
i) Energy renovation of at least 3.6 million m? total gross floor area of residential buildings,
ii) Energy renovation of at least 1.4 million m? non-residential public buildings; and
iii) Energy renovation of 742 non-residential buildings.

Milestone 68 is the first step of the implementation of the investment, and it will be followed by
milestone 69, related to the publication of call specifications for a call for proposals for the energy
efficiency renovation for residential buildings, milestone 70, related to the number of signature of
contracts for the energy efficiency renovation for multi-family residential buildings, milestone 71,
related to completed energy efficiency renovation of multifamily residential buildings — renovated
housing infrastructure, milestone 72 concerning the publication of calls for proposals for the energy
efficiency renovation for non-residential buildings, milestone 73, related to the number of signature
of contracts for the energy efficiency renovation for non-residential buildings, milestone 74, related
to the completed energy efficiency renovation of public buildings, and target 75, related to the
number of completed energy efficiency renovation of non-residential buildings. The investment has
a final expected date for implementation in Q2 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

Sub-measure 1: calls for residential buildings
Stage | - 100% grant
ii. Ministerial order No-RD 02-14-246 of the Ministry for Regional Development and Public
Works "Support for sustainable energy renovation of the residential building fund - stage I"
of 20 December 2022, and link to website where it is published:
https://eumis2020.government.bg/en/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/InfoEnded/dbc86350-cccd-414a-a175-a1d440952525.
iii. Ministerial order No-RD 02-14-606 amending Ministerial order No-RD 02-14-246 of the
Ministry for Regional Development and Public Works of 1 June 2023.
Stage Il - 80% grant
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https://eumis2020.government.bg/en/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/InfoEnded/dbc86350-cccd-414a-a175-a1d440952525
https://eumis2020.government.bg/en/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/InfoEnded/dbc86350-cccd-414a-a175-a1d440952525

iv. Ministerial order No-RD- 02-14-603 of the Minister for Regional Development and Public
Works "Support for sustainable energy renovation of the residential building fund - stage II”
of 1 June 2023, and link to website where it is published:
https://eumis2020.government.bg/en/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/Info/fbf34c6a-8f67-4d16-9019-3bd43c71b70f.

Sub-measure 2: calls for non-residential public buildings
Administrative services, culture, and sports
V. Ministerial order No-RD 02-36-1174 of the Ministry for Regional Development and Public
Works "Support for sustainable energy renovation of public building fund for administrative
service, culture and sport" of 19 December 2022, and link to website where it is published:
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/InfoEnded/7656ebb9-a693-4b93-9175-6318308782a5.

Bulgarian Academy of Sciences
vi. Ministerial Order No-RD 02-36-890 of the Ministry for Regional Development and Public
Works "Increasing the energy efficiency in public buildings of the Bulgarian Academy of
Sciences" of 3 October 2022, and link to website where it is published: .
vii. Ministerial Order No-RD 02-36-257 amending Ministerial Order No-RD 02-36-890 of the
Ministry for Regional Development and Public Works "Increasing the energy efficiency in
public buildings of the Bulgarian Academy of Sciences" of 27 February 2023.

Sub-measure 3: call for buildings in manufacturing, trade and services, including the tourism sector
viii. Ministerial order No RD 02-36-106, “Support for sustainable energy renovation of buildings
in the sphere of production, trade and services, including the tourism sector” of 30 January
2023, and link to website where it is published:
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/InfoEnded/7037c9e4-0e51-4268-b8d5-3bc1660dcch4.
iX. Ministerial Order No RD-02-36-663 amending Ministerial Order No-RD 02-36-106 of the
Ministry for Regional Development and Public Works of 16 June 2023.
X. Ministerial Order No RD-02-36-795 amending Ministerial Order No-RD 02-36-106 of the
Ministry for Regional Development and Public Works of 30 June 2023.

The authorities also provided:

Calls for residential buildings

xi.  Approved application guidelines "Support for sustainable energy renovation of the
residential building fund - stage I", of 20 December 2022.
xii.  Approved application guidelines "Support for sustainable energy renovation of the

residential building fund - stage II", of 1 June 2023.

Calls for non-residential buildings

Xiii. Approved application guidelines "Support for sustainable energy renovation of public
building fund for administrative service, culture and sport", of 19 December 2022.

xiv.  Approved application guidelines "Increasing the energy efficiency in public buildings of the
Bulgarian Academy of Sciences", of 3 October 2022.

xv.  Approved application guidelines "Support for sustainable energy renovation of buildings in

the sphere of production, trade and services, including the tourism sector ", of 30 January
2023.

Analysis:
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https://eumis2020.government.bg/en/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/Info/fbf34c6a-8f67-4d16-9019-3bd43c71b70f
https://eumis2020.government.bg/en/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/Info/fbf34c6a-8f67-4d16-9019-3bd43c71b70f
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/InfoEnded/7656ebb9-a693-4b93-9175-6318308782a5
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/InfoEnded/7656ebb9-a693-4b93-9175-6318308782a5
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/InfoEnded/7037c9e4-0e51-4268-b8d5-3bc1660dccb4
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/InfoEnded/7037c9e4-0e51-4268-b8d5-3bc1660dccb4

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Publication of the ministerial order establishing the scheme

The Council Implementing Decision states that the scheme shall be established through the
publication of a Ministerial order. Instead, five separate Ministerial Orders on the launch of each of
the five calls under the three sub-measures were published on the website of the Ministry of
Regional Development and Public Works and in the Information System for the Management and
Monitoring of EU Funds in Bulgaria (EUMIS 2020). The orders approve the launch of each respective
call for proposals as of the application guidelines and their annexes and instruct the monitoring of
the implementation of the orders. The publication of five separate orders for each of the calls does
not impact the substantive scope of the scheme nor change the nature of the measure and
therefore does not affect the progress towards achieving the establishment of the scheme and
thereby the fulfilment of the milestone. In fact, the three sub-measures are different in terms of
substance — one is for residential buildings (100% grant), a second is for residential buildings (80%
grant), a third is for non-residential, thus the division was appropriate. On this basis, it is considered
that this constitutive element of the milestone is satisfactorily fulfilled.

As for sub-measure 1 of the scheme, the first stage (100% grant) was established with Ministerial
order No-RD 02-14-246 of 20 December 2022 of the Ministry for Regional Development and Public
Works "Support for sustainable energy renovation of the residential building fund - stage 1” and
amended by Ministerial order No-RD 02-14-606 of 1 June 2023, by which the deadline for
applications was extended by one day (see evidence ii. and iii.). The second stage of sub-measure 1
(80% grant) was established with Ministerial order No-RD- 02-14-603 of 1 June 2023 of the Minister
for Regional Development and Public Works "Support for sustainable energy renovation of the
residential building fund - stage II” (see evidence iv.). Furthermore, in line with the description of
the measure, it is also required that "These types of buildings are managed in co-ownership mode in
accordance with the Condominium Ownership Management Act tackled by Reform 2 in this
component (C4R2)." The approved application guidelines clearly state that apartment buildings
operated under the Condominium Management Act are the ones eligible for the scheme (see
evidence iii. and iv.).

As for sub-measure 2 of the scheme, there are two sub-calls, one for buildings in administrative
services, culture, and sports and one for buildings of the Bulgarian Academy of Sciences. The first
sub-call "Support for sustainable energy renovation of public building fund for administrative
service, culture and sport" was established with Ministerial order No-RD 02-36-1174 of 19
December 2022 of the Ministry for Regional Development and Public Works (see evidence v.). The
second sub-call "Increasing the energy efficiency in public buildings of the Bulgarian Academy of
Sciences" was established with Ministerial order No-RD 02-36-890 of 3 October 2022, of the
Ministry for Regional Development and Public Works and amended with Ministerial order No-RD
02-36-257 of 27 February 2023 (see evidence vi. and vii.).

As for sub-measure 3, there is one call, which was established with Ministerial order No RD 02-36-
106 of 30 January 2023, "Support for sustainable energy renovation of buildings in the areas of
production, trade and services, including the tourism sector” of the Ministry for Regional
Development and Public Works and amended by Ministerial Order No RD-02-36-663 of 16 June
2023 and Ministerial Order No RD-02-36-795 of 30 June 2023, to extend the deadlines for
applications to 30 June 2023 and 31 July 2023 respectively (see evidence viii, ix, and x).

Furthermore, in line with the description of the measure, the sub-measures under this investment

81




are expected to be implemented in complementarity with cohesion policy investments. The
demarcation shall be made at project level and a monitoring mechanism shall be in place to avoid
double-funding, notably with Programme Development of Regions 2021-2027 and Programme
Environment 2021-2027. The approved application guidelines for all calls state that no activities that
receive funding under another project, programme or any other financial scheme from the national
or EU budget can receive support. Moreover, the guidelines establish dedicated checks on double
funding (see evidence xi. - xv).

The scheme shall include three sub-measures: sub-measure 1: Energy renovation of at least 3.6
million m? total gross floor area of residential buildings; sub-measure 2: Energy renovation of at
least 1.4 million m? non-residential public buildings; and sub-measure 2 and 3 combined: Energy
renovation of 742 non-residential buildings.

As outlined above, the three sub-measures were established through ministerial orders, and
subsequently published on the website of the information system for EU funds in Bulgaria.

For sub-measure 1, the expected outcome of the stage | and stage Il calls is 3 688 900 m2 of
improved floor area in multi-family residential buildings, as evidenced by the approved application
guidelines for "Support for sustainable energy renovation of the residential building fund - stage 1"
(p. 13) and the approved application guidelines for "Support for sustainable energy renovation of
the residential building fund - stage Il" (p. 13).

As for sub-measure 2 the expected outcome for the two calls is a total of 616 public buildings
renovated and 1 426 837 m2 of improved public infrastructure as evident from the approved
application guidelines "Support for sustainable energy renovation of public building fund for
administrative service, culture and sport" (p. 9) and from the approved application guidelines
"Increasing the energy efficiency in public buildings of the Bulgarian Academy of Sciences", of
February 2023 (p. 11).

As for sub-measure 3, the expected outcome of the call is 250 renovated non-residential buildings,
as evident from approved application guidelines "Support for sustainable energy renovation of
buildings in the areas of production, trade and services, including the tourism sector ", of January
2023 (p. 10).

As for sub-measure 2 and 3 combined, the expected outcome is over 742 non-residential buildings
renovated (that is, 866 non-residential buildings).

The scheme shall ensure a minimum of 30 % of primary energy demand savings compared to pre-
renovation state

The application guidelines across all three sub measures include the eligibility criteria of a minimum
of 30% of primary energy demand savings compared to pre-renovation state as a specific objective
and expected outcome, as specified in the application guidelines "support for sustainable energy
renovation of the residential building fund - stage I" section 8 on the eligible activities (p. 20),
"support for sustainable energy renovation of the residential building fund - stage II" section 8 on
the eligible activities (p. 20), "support for sustainable energy renovation of public building fund for
administrative service, culture and sport" section 10 on the eligible activities (p. 18), "increasing the
energy efficiency in public buildings of the Bulgarian Academy of Sciences" section 8 on the eligible
activities (p. 13), and "support for sustainable energy renovation of buildings in the sphere of
production, trade and services, including the tourism sector " section 10 on the eligible activities (p.
21).
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... and compliance with the “do no significant harm” Technical Guidance (2021/C58/01).

The compliance with the “do no significant harm” Technical Guidance (DNSH) is included in the
application guidelines across all calls, as well as the application forms, with the obligation for
applicants to do a self-assessment. The application guidelines all mandate compliance with the
DNSH principle in accordance with the 'Do No Significant Harm' Technical Guidance (2021/C58/01),
as evident from the application guidelines for "support for sustainable energy renovation of the
residential building fund - stage I" section 15 on compliance with the DNSH principle (pp. 34-36),
"support for sustainable energy renovation of the residential building fund - stage Il" section 15 on
compliance with the DNSH principle (pp. 34-36), “support for sustainable energy renovation of
public building fund for administrative service, culture and sport" section 14 on compliance with the
DNSH principle (pp. 37-39), “increasing the energy efficiency in public buildings of the Bulgarian
Academy of Sciences" section 12 on compliance with the DNSH principle (pp. 27-30), and "support
for sustainable energy renovation of buildings in the sphere of production, trade and services,
including the tourism sector" section 14 on compliance with the DNSH principle (pp. 31-34).

The milestone is further specified in the Operational Arrangements, which require the eligibility
criteria contained in the terms of reference for upcoming calls for sub-measure 3 shall exclude the
financing of installations covered by the European Union Emissions Trading System (EU ETS).

The application guidelines for sub-measure 3 exclude the financing of installations covered by the
European Union Trading System (EU ETS), as specified in the application guidelines section 8.1 on
the eligibility conditions, under point 3: "Ineligible for support under this procedure are
undertakings operating within the scope of Annex | of Directive 2003/87/EC of the European
Parliament and of the Council of 13 October 2003 establishing a scheme for greenhouse gas
emission allowance trading within the Community and amending Council Directive 96/61/EC Text
with EEA relevance. In this respect, buildings (including administrative buildings) used by
undertakings with activities covered by Annex | of Directive 2003/87/EC are not eligible for funding
under the procedure." (p. 18).

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C4.11: Support for the renovation of the building stock, Sub-

AT ZEE measure 1: Renovation of residential buildings

Name of the Milestone: Call for proposals for the energy efficiency renovation for residential
buildings

Qualitative Indicator: Publication of call specifications Time: Q3 2022

Context:

The objective of this investment is to support energy efficiency renovation of the building stock
through building renovation investments for i) energy efficiency renovation of residential buildings,
ii) energy efficiency renovation of non-residential buildings, including public buildings, and iii)
energy efficiency renovation of non-residential buildings in manufacturing, trade and services, as
well as in the tourism sector.

Milestone 69 concerns the publication of a call for proposals for energy efficiency renovation of
residential buildings, following two stages of application:
I)  Stage 1-open for applications with 100% grants financing;
II)  Stage 2 — open for applications with 80% grants financing and 20% own financing by
homeowners.
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Milestone 69 is the second milestone of the investment, and it follows the completion of milestone
68, related to establishing a national support scheme for energy efficiency renovation for residential
and non-residential buildings. It will be followed by milestone 70, related to the number of
signature of contracts for the energy efficiency renovation for multi-family residential buildings,
milestone 71, related to completed energy efficiency renovation of multifamily residential buildings
— renovated housing infrastructure, milestone 72 concerning the publication of calls for proposals
for the energy efficiency renovation for non-residential buildings, milestone 73, related to the
number of signature of contracts for the energy efficiency renovation for non-residential buildings,
milestone 74, related to the completed energy efficiency renovation of public buildings, and target
75, related to the number of completed energy efficiency renovation of non-residential buildings.
The investment has a final expected date for implementation in Q2 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestones (including all the constitutive
elements) was satisfactorily fulfilled.

ii. Approved application guidelines "Support for sustainable energy renovation of the
residential building fund - stage 1", of 20 December 2022 and link to website where the
publication of the call for proposals is published:
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/InfoEnded/dbc86350-cccd-414a-a175-a1d440952525

iii. Approved application guidelines "Support for sustainable energy renovation of the
residential building fund - stage II", of 1 June 2023 and link to website where the
publication of the call for proposals is published:
https://eumis2020.government.bg/en/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/Info/fbf34c6a-8f67-4d16-9019-3bd43c71b70f.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The call for proposals shall be published by the Ministry of Regional Development and Public
Works, which is the responsible authority for the energy efficiency renovation of residential
buildings.

The evidence provided proves that the two calls for proposals have been published in line with what
was established through Ministerial order No-RD 02-14-246 of 20 December 2022, of the Ministry
for Regional Development and Public Works (see milestone 68). The online publication of the call's
specifications for the first stage with 100% grants financing (‘Approved application guidelines
"Support for sustainable energy renovation of the residential building fund - stage ", see evidence
ii.’) took place on the same day as the adoption of the Ministerial order.

The call specifications for the second stage with 80% grants financing, as established through
Ministerial order No-RD 02-14-603 of 1 June 2023 of the Minister for Regional Development and
Public Works were published on the following day, 2 June 2023 (‘Approved application guidelines
"Support for sustainable energy renovation of the residential building fund - stage II", see evidence
iii.")
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https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/InfoEnded/dbc86350-cccd-414a-a175-a1d440952525
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/InfoEnded/dbc86350-cccd-414a-a175-a1d440952525
https://eumis2020.government.bg/en/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/Info/fbf34c6a-8f67-4d16-9019-3bd43c71b70f
https://eumis2020.government.bg/en/s/800c457d-e8be-4421-8ed9-9e78d0a75c39/Procedure/Info/fbf34c6a-8f67-4d16-9019-3bd43c71b70f

The publication occurred both in the Information System for the Management and Monitoring of EU
Funds in Bulgaria (EUMIS 2020) and on the website of the Ministry for Regional Development and
Public Works.

The call shall include the following two stages of application: 1. stage 1 — open for applications
with 100% grants financing; 2. stage 2 — open for applications with 80% grants financing and 20%
own financing by home owners. The two stages of application shall run consecutively and not in
parallel.

The first stage open for applications with 100% grants financing was published 20 December 2022
with the deadline of 1 June 2023, as specified in the application guidelines section 2 on the
procedure (p. 11).

The second stage open for applications with 80% grants financing and 20% own financing by
homeowners was published consecutively on 2 June 2023 with the deadline of 16 January 2024, as
specified in the application guidelines section 2 on the procedure (p. 11).

Considering that the first stage ran between the period 20 December 2022 - 1 June 2023, and that
the second stage ran between 2 June 2023 — 16 January 2024, it is concluded that the two stages of
application have run consecutively, and not in parallel.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related measure: C4.11: Support for the renovation of the building stock
Sub-measure 2: Renovation of non-residential buildings, including public buildings
and Sub-measure 3: Renovation of non-residential buildings in manufacturing,
trade and services, as well as buildings from the tourism sector

Number: 72

Name of the Milestone: Calls for proposals for the energy efficiency renovation for non-residential
buildings

Qualitative Indicator: Publication of calls specifications for call 1 (public

buildings) and call 2 (buildings in manufacturing, trade and services) Time: Q4 2023

Context:

The objective of this investment is to support energy efficiency renovation of the building stock
through building renovation investments for i) energy efficiency renovation of residential buildings,
ii) energy efficiency renovation of non-residential buildings, including public buildings, and iii)
energy efficiency renovation of non-residential buildings in manufacturing, trade and services, as
well as in the tourism sector.

Milestone 72 concerns the publication of two calls for proposals for the energy efficiency
renovation of non-residential buildings: call 1, regarding public buildings, and call 2, for buildings in
manufacturing, trade, and services. These relates to sub-measure 2 of this broader investment.

Milestone 72 is the fifth milestone of the investment, and it follows the completion of milestone 68,
related to establishing a national support scheme for energy efficiency renovation for residential
and non-residential buildings, milestone 69, related to the publication of call specifications for a call
for proposals for the energy efficiency renovation for residential buildings. It will be followed by
milestone 70, related to the number of signature of contracts for the energy efficiency renovation
for multi-family residential buildings, milestone 71, related to completed energy efficiency
renovation of multifamily residential buildings — renovated housing infrastructure, milestone 73,
related to the number of signature of contracts for the energy efficiency renovation for non-
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residential buildings, milestone 74, related to the completed energy efficiency renovation of public
buildings, and target 75, related to the number of completed energy efficiency renovation of non-
residential buildings. The investment has a final expected date for implementation in Q2 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled

Publication of 2 calls for proposals for public buildings

ii. Approved application guidelines "Support for sustainable energy renovation of public
building fund for administrative service, culture and sport", of 19 December 2022, and link
to website where the publication of the call for proposals is published:
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/InfoEnded/7656ebb9-a693-4b93-9175-6318308782a5.

iii. Approved application guidelines "Increasing the energy efficiency in public buildings of the
Bulgarian Academy of Sciences", of 3 October 2022, and link to website where the
publication of the call for proposals is published:
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/InfoEnded/d3959649-881a-46fa-b8a8-62f44b65f698.

Publication of call for proposals for buildings in manufacturing, trade and services, including the
tourism sector:
iv. Approved application guidelines "Support for sustainable energy renovation of buildings in
the sphere of production, trade and services, including the tourism sector ", of 30 January
2023, and link to website where the publication of the call for proposals is published:
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/InfoEnded/7037c9e4-0e51-4268-b8d5-3bc1660dcch4.

Analysis:
The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The following two calls for proposals shall be published by the Ministry of Regional Development
and Public Works for the energy efficiency renovation of non-residential buildings: 1. call for
public buildings;

The Council Implementing Decision states that the following two calls for proposals shall be
published by the Ministry of Regional Development and Public Works for the energy efficiency
renovation of non-residential buildings: 1. call for public buildings; 2. call for buildings in
manufacturing, trade and services, including the tourism sector. Instead of publishing one call for
public buildings, the ministry of Regional Development and Public Works published two sub-calls for
public buildings: one for buildings in administrative services, culture and sports, and one for
buildings owned by the Bulgarian Academy of Sciences. The publication of separate Ministerial
orders for each of the sub-calls does not impact the substantive scope of the scheme nor change
the nature of the measure and therefore does not affect the progress towards achieving the
establishment of the scheme and thereby the fulfilment of the milestone. On this basis, it is
considered that this constitutive element of the milestone is satisfactorily fulfilled.

The call specifications for the first sub-call "Support for sustainable energy renovation of public
building fund for administrative service, culture and sport", approved with Ministerial order No-RD
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02-36-1174 of 19 December 2022 of the Ministry for Regional Development and Public Works (see
Milestone 68) were published on 19 December 2022 and can be accessed under the following link:
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/InfoEnded/7656ebb9-a693-4b93-9175-6318308782a5.

The call specifications for the second sub-call "Increasing the energy efficiency in public buildings of
the Bulgarian Academy of Sciences", approved by with Ministerial order No-RD 02-36-890 of 3
October 2022, of the Ministry for Regional Development and Public Works, were published on 27
February 2022 and can be accessed under the following link:
https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/InfoEnded/d3959649-881a-46fa-b8a8-62f44b65f698.

... 2. call for buildings in manufacturing, trade and services.

The call specifications related to the call for buildings in manufacturing, trade and services, including
the tourism sector, approved by Ministerial order No RD 02-36-106 of 30 January 2023, of the
Ministry for Regional Development and Public Works, were published on the same day and can be
accessed under the following link: https://eumis2020.government.bg/bg/s/800c457d-e8be-4421-
8ed9-9e78d0a75c39/Procedure/InfoEnded/7037c9e4-0e51-4268-b8d5-3bc1660dcch4.

The milestone is further specified in the Operational Arrangements, which requires that the
eligibility criteria contained in the terms of reference for upcoming calls for sub-measure 3 shall
exclude the financing of installations covered by the European Union Emissions Trading System
(EU ETS).

The call specifications (‘application guidelines’) for sub measure 3 exclude the financing of
installations covered by the European Union Trading System (EU ETS), as specified in the application
guidelines section 8.1 on the eligibility conditions, under point 3: "Ineligible for support under this
procedure are undertakings operating within the scope of Annex | of Directive 2003/87/EC of the
European Parliament and of the Council of 13 October 2003 establishing a scheme for greenhouse
gas emission allowance trading within the Community and amending Council Directive 96/61/EC
Text with EEA relevance. In this respect, buildings (including administrative buildings) used by
undertakings with activities covered by Annex | of Directive 2003/87/EC are not eligible for funding
under the procedure" (p. 18).

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 76 | Related Measure: C4.12 - Support for renewable energy for households

Name of the Milestone: Establishing a national renewable energy support scheme for households

Qualitative Indicator: Publication of the Ministerial order establishing the

Time: Q4 2022
scheme

Context:

The objective of the investment is to increase the use of renewable energy in final energy
consumption in the household sector by financing at least 10 000 households to replace inefficient
solid fuel heat sources with ‘best in class’ solar domestic hot water (DHW) or photovoltaic systems.

Milestone 76 concerns the establishment of a national renewable energy support scheme for
households.

Milestone 76 is the first milestone of the measure and is followed by Milestone 77 on the signature
of contracts for the installation of renewable energy sources (RES), and Target 78 on the number of
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assisted households benefiting from RES. The investment has a final expected date for
implementation by 30 June 2025.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled, including compliance with the ‘Do no significant harm’
Technical Guidance (2021/C58/01) (Cover Note).

ii. Copy of the publication and a link to the relevant website where the Ministerial Order Ne E-
PO-16-235 from 05.05.2023 is published:
https://www.me.government.bg/uploads/manager/source/VOP/Fotovoltaici/Zapoved za u
tvurjdavane.pdf

The authorities also provided:

iii. Copy of the published Guidelines for applicants, including annexes, and a link:

a. Press-statement on Ministry of Energy’s website with full documentation package:
https://www.me.government.bg/themes/startira-kandidatstvaneto-na-
domakinstvata-za-finansirane-na-fotovoltaichni-sistemi-2454-1639.html

b. Official webpage of the scheme on the government Information System for the
Management and Monitoring of EU Funds in Bulgaria (EUMIS 2020):
https://eumis2020.government.bg/bg/s/Procedure/InfoEnded/d5358ff6-70f3-49ba-
96f1-ce8790300fb2

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Publication of the Ministerial order establishing the scheme.

The scheme was launched on 9 May 2023, as indicated on the official government Information
System for the Management and Monitoring of EU Funds in Bulgaria (EUMIS 2020), following the
publication of the order of the Minister of Energy Ne E-P[1-16-235 from 5 May 2023 on the approval
of the Guidelines for applicants on the website of the Ministry of Energy. According to point 1 of the
Ministerial Order, the national scheme for renewable energy for households provides for funding
support for the purchase of solar domestic hot water (DHW) or photovoltaic systems up to 10kWp,
ensuring compliance with the “do no significant harm” Technical Guidance (2021/C58/01).

The scheme shall finance the purchase ‘best in class’ solar domestic hot water (DHW) or
photovoltaic systems up to 10kWp and ensure compliance with the “do no significant harm”
Technical Guidance (2021/C58/01).

The text in the Guidelines for applicants states in Section 5 “Aim of the non-repayable financial
support under the procedure” that the aim of the investment is to increase the renewable energy in
final energy consumption in the household sector through the purchase of solar domestic hot water
(DHW) or photovoltaic systems up to 10 kWp, including electricity storage system. The text in the
section further states that the investment will be implemented with purchase of ‘best in class’ solar
domestic hot water (DHW) and photovoltaic systems up to 10kWp and in line with the “do no
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significant harm” Technical Guidance (2021/C58/01). Similarly, Section 13.1 “Eligible Activities” of
the Guidelines for applicants states as eligible activities the purchase of solar domestic hot water
(DHW) or photovoltaic systems up to 10 kWp, including electricity storage system.

Point 8 of the criteria for applicants in Section 9 “Eligible Applicants” of the Guidelines for applicants
requires eligible applicants to live in a dwelling that uses an inefficient source of heat (stove, boiler,
fireplace, etc.) using solid fuel (wood, coal, etc.). The applicants are required to fill out a self-
declaration form, part of the Annex G in the Guidelines of applicants, confirming the use of
inefficient source of heat using solid fuel.

Section 12 “Eligible Applications” lays down the eligibility requirements for the evaluation of
applications, including requiring compliance with the DNSH Technical Guidance (2021/C58/01). The
applicants are required to fill out a self-declaration form, part of the Annex G in the Guidelines of
applicants, confirming that the successful applicant is to comply with the ‘Do no significant harm’
principle and Technical Guidance (2021/C58/01) when implementing the project. In addition, Annex
K in the Guidelines for applicants provides more detailed information to applicant on ensuring
alignment of the ‘Do no significant harm’ principle and Technical Guidance (2021/C58/01).
Furthermore, Annex C in the Guidelines for applicants details the requirements for implementation
of the investments, including that projects must be implemented in compliance with the ‘Do no
significant harm’ principle and Technical Guidance (2021/C58/01), and states that: “Final recipients
should note that they are subject to controls to verify compliance with the requirements”.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 79 Related Measure: C4.13: Support for energy-efficient street lighting systems

Name of the Milestone: Signature of grant contracts for renovation of public lightning systems (call
1)

Qualitative Indicator: Signed contracts by Ministry of Energy with the

. Time: Q3 2022
successful applicants

Context:

Milestone 79 is part of investment C4.13, which aims at increasing energy efficiency, reducing
energy costs for outdoor artificial lighting and improving living conditions for the population in
Bulgaria through technological renewal and modernisation of outdoor artificial lighting system. The
measure consists of the reconstruction and modernisation of municipal outdoor artificial lighting
systems. The investment aims at achieving on average at least a 30% primary energy demand
reduction when comparing before and after implementation of the measure. The investment is
being implemented via two calls for projects (call 1 and call 2).

Milestone 79 concerns the signature of grant contracts for call 1 by the Ministry of Energy with the
successful applicants. The signed grant contracts to renovate public lighting systems should specify
that a reduction in primary energy consumption of at least 30 % is achieved.

Milestone 79 is the first step of the implementation of the investment, and it will be followed by
milestone 80, which concerns the signature of contracts for call 2, and target 81, related to the
achieved reduction of energy consumption after the renovation of the public lighting systems. The
investment has a final expected date for implementation on 30 June 2025.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:
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i.  Asummary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii.  Copies of the signed contracts, including official references to the signed contracts (64 grant
contracts).

The authorities also provided:

iii. An excerpt from the registry of the Ministry of Energy containing the main information for
each contract, including its register number, the date of signature, contract duration and
the foreseen funding.

iv. A link to the official government Information System for the Management and Monitoring
of EU Funds in Bulgaria (EUMIS 2020), where official references to the signed contracts can
be found: https://2020.eufunds.bg/bg/8010686/0/Project/Search?showRes=True

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Signed contracts by Ministry of Energy with the successful applicants (call 1).

The Bulgarian authorities provided copies of the 64 signed grant contracts between the Ministry of
Energy and successful applicants (i.e. municipalities) to finance energy efficiency renovation of
public lighting systems. All the contracts were signed electronically by both parties in August 2023,
and registered in the Information System for the Management and Monitoring of EU Funds in
Bulgaria (EUMIS) (see evidence provided under point ii. and point iv. above).

The grant contracts to renovate public lighting systems shall specify that a reduction in primary
energy consumption of at least 30 % to be achieved.

The Ministry of Energy organised a restricted call ‘BG-RRP-4.025 - Support for energy efficiency in
street lighting systems’ (call 1) for projects open for applications between 30 December 2022 and
30 January 2023. Under call 1, municipalities on a reserve list, who were approved but were not
financed in a previous call (relating to procedure BGENERGY-2.001 ‘Rehabilitation and
modernisation of municipal infrastructure — outdoor artificial lighting systems of municipalities’
under the Programme ‘Renewables, Energy Efficiency and Energy Security’ funded by the Financial
Mechanism of the European Economic Area 2014-2021), were invited to provide revised project
proposals, adapting them to the new financing source and rules. Out of 74 eligible applicants for the
restricted call, 64 project proposals were approved for financing. As a result, the Ministry of Energy
signed 64 contracts for financing, explicitly providing for the requirement that the final recipient
undertakes to achieve no less than 30% primary energy savings in the external artificial lighting
system(s) subject to the investment, stipulated in Art. 25, par. 1 of all signed grant contracts. To
prove the fulfilment of this obligation, Art. 25 also stipulates that the final recipient must submit a
report from a certified energy auditor on the assessment of the results of implemented energy
efficiency measures, prepared according to a specific template, annexed to the contract. This report
should be submitted in addition to the final technical and financial report, which according to Art.
13, must be submitted 1 month after the expiry of the deadline for implementation period of 31
March 2025 at the latest, as specified in the contract under Art. 10.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C4.R4 Boosting energy efficiency and renewable energy

N : 82
Ml & projects through the energy bills
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Name of the Milestone: Entry into force of the amendments to the Energy Act and secondary
legislation to enable energy efficiency improvement and renewable energy projects under Energy
Service Companies (ESCO) model.

Qualitative Indicator: Provision in the law indicating the entry into force of

the amendments to the Energy Act and secondary legislation Time: Q4 2022

Context:

Milestone 82 is part of Reform 4 on energy efficiency and renewable energy projects through the
energy bills. The objective of this reform is to broaden the scope for implementing measures and
projects to improve energy efficiency and the use of renewable energy in a context of limited
financial resources.

Milestone 82 concerns amendments to the Energy Act and secondary legislation to enable the use
of Energy Service Companies (ESCO) models for covering the financing for energy efficiency
renovations and renewable energy installations through the energy bills.

Milestone 82 is the only milestone from the measure. The reform has a final expected date for
implementation by 31 December 2022.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii.  Copy of Act amending and supplementing the Energy from Renewable Sources Act
published in the State Gazette of the Republic of Bulgaria No 86 of 13 October 2023 with
entry into force from the same day, established by its § 90, and whereby the transitional
and final amendments of the said Act amend the Energy Efficiency Act (EEA).

iii.  Copy of Ordinance No E-RD-04-1 of 5 January 2024 on the terms and conditions for
determining the amount and disbursement of funds under guaranteed contracts (Energy
Service Companies (ESCO) contracts) leading to energy savings in buildings — state and/or
municipal property published in the State Gazette of the Republic of Bulgaria No 5 of 16
January 2024 with entry into force from the same day, established by its § 4.

Additional evidence provided:
iv.  Copy of Energy Efficiency Act (EEA) published in the State Gazette of the Republic of

Bulgaria No 35 of 15 May 2015 with entry into force from the same day, established by its §
90.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Entry into force of the amendments to the Energy Act and secondary legislation to enable a
method of financing energy efficiency improvements using the utility bill as the repayment
vehicle.

Bulgaria's energy efficiency policy is governed by the Energy Efficiency Act (EEA), which regulates
public relations associated with the implementation of the state policy aimed at enhancing energy
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efficiency in final energy consumption (as per its Article 1). It also promotes the development of the
market for energy-efficient services and encourages the provision of such services. The definition of
energy efficiency services is specifically outlined in Chapter Three, Section VI of the EEA. Article 66
(2) of the EEA defines energy efficiency services as those that include the implementation of one or
more energy efficiency improvement activities and measures, further specified in a dedicated
ordinance. Chapter Four of the EEA, titled "Energy Efficiency Promotion Schemes," contains detailed
provisions regarding performance-guaranteed contracts with Energy Service Companies (ESCO).

The Energy Act, on the other hand, governs public relations associated with various energy-related
activities, such as the production, import, export, transmission, and distribution of electric and
thermal energy, as well as natural gas. It also covers the transfer of oil and oil products through
pipelines and the trade in electric, thermal energy, and natural gas (as per its Article 1). Additionally,
the Energy Act defines the powers of state authorities concerning energy policy, does regulation,
and control (as per its Article 1).

The Council Implementing Decision required the entry into force of the amendments to the Energy
Act. However, in light of the considerations described hereinabove, the Bulgarian authorities
determined that the more appropriate place for provisions related to the financing of energy
efficiency measures and the development of the ESCO model is within the Energy Efficiency Act
rather than the Energy Act. Whilst this constitutes a minimal substantive deviation from the
requirement of the Council Implementing Decision, the amendments made to this act allow to
address all substantive requirements from the Council Implementing Decision and enable a method
of financing energy efficiency improvements using the utility bill as the repayment vehicle; and that
the mechanism shall not allow financing of gas boilers as an option for replacement of oil heating
systems. In fact, the objectives of the measure to enable a method of financing energy efficiency
improvements using the utility bill as the repayment vehicle are fully in line with the subject and
objectives of the Energy Efficiency Act and thus this Act is the appropriate place for such provisions
related to energy efficiency. As of this, this minimal deviation does not change the nature of the
measure and does not affect the progress towards achieving the reform that the milestone
represents. On this basis, it is considered that this constitutive element of the milestone is
satisfactorily fulfilled.

The amendments to the Energy Efficiency Act were done in § 77 of the transitional and final
provisions of the Act amending and supplementing the Energy from Renewable Sources Act.® § 90
of the transitional and final provisions of the Act amending and supplementing the Energy from
Renewable Sources Act stipulate the entry into force of the amendments on the same day as their
publication in the State Gazette of the Republic of Bulgaria, which took place on 13.10.2023 in State
Gazette Issue No 86.

In § 77, point 3, of the Act amending and supplementing the Energy from Renewable Sources Act:

e The new Article 67 (7) in the EEA introduces the option for energy suppliers who in addition
to energy also provide energy efficiency services to agree with final consumers of energy to
defer payments for the supplied energy efficiency services through the utility bills for the
delivered energy, thereby using the bills as a repayment vehicle.

e The new Article 67 (8) in the EEA introduces the option for suppliers of energy efficiency
services, other than suppliers of energy mentioned in Article 67 (7), to agree with final
consumers of energy to defer payments for the supplied energy efficiency services through

9 Bulgaria's legal system allows for amendments of other acts through amendment in the transitional and final
provisions of an act different than the one that is being amended.
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the utility bills for the delivered energy, thereby using the bills as a repayment vehicle.

e The new Article 67 (9) in the EEA introduces the legal basis for a conclusion of a contract
between final consumers of energy and entities providing energy efficiency services
referred to in Article 67 (8) to collect and remit the value of the provided energy efficiency
services to the customers through the energy supplier and hence the utility bills.

e The new Article 67 (10) in the EEA introduces the option for financial institutions, such as
banks, to be contracting parties in contracts for energy efficiency services, thereby enabling
an additional method of financing of energy efficiency improvements within the scope of
energy efficiency services.

In addition to the amendments to the Energy Efficiency Act, the Bulgarian authorities also enacted
amendments to relevant secondary legislation. Ordinance No E-RD-04-1 of 05.01.2024 on the terms
and conditions for determining the amount and disbursement of funds under guaranteed savings
contracts (ESCO contracts) leading to energy savings in buildings of state and/or municipal property
was adopted on 16.01.2024. The Ordinance entered into force on the same day of its publication in
the State Gazette of the Republic of Bulgaria No 5 of 16.01.2024, which is established by the
Ordinance’s § 4. The Ordinance defines the conditions and the procedure for determining the
amount of funds planned in the budgets of the budget authorising officers for the performance of
services under contracts with guaranteed result (ESCO contracts) in buildings of state and/or
municipal property (Chapter two) and the conditions (Chapter three) and the procedure for the
payment of the remuneration (Chapter four) under ESCO contracts. The Ordinance details the rules
for the use of state funds for energy efficiency services in state and/or municipal property, including
on contracting energy efficiency services (Chapter three, section Il), and structuring payments under
ESCO contracts (Chapter two, section lll), thereby enabling the financing of energy efficiency
improvements using the utility bill as the repayment vehicle.

The mechanism shall not allow financing of gas boilers as an option for replacement of oil heating
systems.

According to § 77, point 3, of the Act amending and supplementing the Energy from Renewable
Sources Act:

e The new Article 67 (11) in the EEA explicitly excludes from the scope of the energy
efficiency services referred to in Article 67 (7), (8), and (10) the installation of heating
installations using natural gas when replacing installations using petroleum liquid fuels,
thereby also oil.

In Ordinance No E-RD-04-1 of 05.01.2024 on the terms and conditions for determining the amount
and disbursement of funds under guaranteed contracts (ESCO contracts) leading to energy savings
in buildings of state and/or municipal property:

e Article 25 (2) explicitly excludes from the scope of contracts for energy efficiency services
referred to in the previous paragraph the installation of heating installations using natural
gas when replacing installations using petroleum liquid fuels, thereby also oil.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 83 Related Measure: C4.R5: One Stop Shop for renovations

Name of the Milestone: Establishment of pilot one-stop shops for energy renovation
Qualitative Indicator: One-stop-shop operational Time: Q4 2022
Context:
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The objective of the reform is to assist citizens and businesses with information, technical assistance
and advice related to their energy efficiency improvement projects through the deployment of one
stop shops in all NUTS3 regions of the country. The one stop shops will provide information and
services needed for energy renovation.

Milestone 83 requires that six pilot one stop shops are operational.
Milestone 83 is the first step of the implementation of the reform, and it will be followed by target

84 related to the deployment of the reform across all NUTS3 regions. The reform has a final
expected date for implementation in Q4 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Asummary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii. A list of the established one-stop-shops, their location, the number of staff trained and of
full-time equivalents (FTEs) employed by the one stop shops, including a link to the
information portal of the European Structural and Investment Funds containing the same
information (Annex 3);

iii.  Training certificates for the staff of the pilot one stop shops, issued by the Ministry of
Regional Development and Public Works, Directorate of Housing Policy, and signed by the
Director Dobromir Vasilev;

The authorities also provided:

iv. A copy of the Decision of the Council of Ministers No. 623 of 14 September 2023
designating the information points that provide information on EU Funds as one stop shops
for energy renovation and the link to the decision:
https://pris.government.bg/document/a161013f9712a7b2334d8b7ccae0c328 (Annex 1);

v. A copy of The European Funds under Shared Management Act (EFMA) /the Financial
Resources Management of the European Structural and Investment Funds Act, published in
the State Gazzete No 102 of 23 December 2022 (Annex 2);

vi. A explanatory note from the Ministry of Regional Development and Public Works with the
list of services provided by the newly established one stop shops (Annex 4);
vii. Training programme and materials (Annex 5);
viii.  The link to the updated manual of procedure for the Regional Information Centres,

published in the Single Information Portal of the European Structural and Investment Funds,
which were updated to include the function of the one stop shops:
https://www.eufunds.bg/bg/opgg/node/680

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Six physical pilot one-stop shops shall be operational on a regional basis to provide advice and
reduce the administrative burden for both, households and businesses.

Bulgaria submitted a copy of the Decision of the Council of Ministers No. 623 of 14 September 2023
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(see evidence iv) which stipulates in its paragraph 1 that the existing Regional Information Centres —
established through article 20(1) of of the Financial Resources Management of the European
Structural and Investment Funds Act, provided under evidence v) - shall take on the function of one-
stop shops to provide advice and information to interested parties, including households and
businesses, on all issues related to the renovation process for energy efficiency improvement
measures, therefore reducing the administrative burden for households and businesses when
undertaking energy efficiency renovations. While the Regional Information Centres are financed
under Cohesion Policy programmes, the establishment of the one stop shops with enlarged
responsibilities constitutes a reform under the Bulgarian Recovery and Resilience Plan. With the
Decision of the Council of Ministers No 623 of 14 September 2023 (evidence iv), particularly its
paragraph five ordering the Central Coordination Unit Directorate of the Ministry of Finance to
update the Manual of Procedures in accordance with the additional functions listed under
paragraph three of the same decision, existing structures of Regional Information Centers will act as
one stop shop to provide additional services, not covered by the Regional Information Centres. As
such, the reform is complementary and creates synergies with the Cohesion Policy programmes.

The authorities also provided the list and links of the six pilot one stop shops in the NUTS3 regions
of Blagoevgrad, Burgas, Haskovo, Montana, Ruse and Varna as well as the detail of the location,
services offered and number of staff for each pilot one stop shop (evidence ii).

The authorities demonstrated that the six pilots are operational by providing a copy of the updated
manual of procedure for the operation of the network of information centres including the services
to be provided by the one stop shop function (evidence viii), published on the Bulgarian portal for
EU funds. They also provided the links to the webpages of the pilot one stop shops on Facebook,
which includes pinned information on their functions on energy efficiency.

They also provided training certificates by the Ministry of Regional Development and Public Works
for each member of staff of the one stop shop for each pilot one stop shop (evidence iii), as further
confirmation that the pilots are operational.

The one-stop-shop shall integrate all the necessary information and services needed for energy
renovation, including on the available EU sources of financial support.

Point 3 of the Decision of the Council of Ministers No. 623 of 14 September 2023 (evidence iv)
states the functions of the one stop shops, namely:

e Providing information and services for the implementation of possible energy efficiency
measures, applying for open procedures and funding programmes, and other sources of
funding, including financial instruments, providing information on information days on
programmes and campaigns under programmes and instruments for financing energy
efficiency measures, as well as information and technical assistance on the procedure for
registering owners’ associations under the Condominium Property Management Act. When
performing the one-stop-shop functions for energy efficiency projects, information should
be provided on all possible sources of funding, not only from the funds under shared
management.

e Provision of information and assistance for the preparation of an energy performance audit
and a valid energy performance certificate for a building in operation drawn up in
accordance with Article 48 of the Energy Efficiency Act, an audit to establish the technical
characteristics related to meeting the requirements of Article 169 (1) and (3) of the Spatial
Planning Act, and a technical passport in accordance with the requirements laid down in
Chapter Three of Regulation No 5 of 2006 on technical passports for construction works (SG
No 7/2007) of buildings in connection with the implementation of possible energy efficiency
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measures, as well as information on the actions needed to prepare an investment project in
accordance with the procedure laid down in the Spatial Planning Act.

e Provide assistance and coordination with municipal and district administrations when
problems arise in the process of applying for or implementing energy efficiency projects.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 85 ‘ Related Measure: C4.14: Digital transformation of the electricity transmission grid

Name of the Milestone: Signing of contracts for upgrade, modernization and digitalization of the
national transmission systems

Qualitative Indicator: Signed contract(s) by ESO EAD with the successful

Time: 2022
tenderer(s) ime: Q3 20

Context:

The objective of this investment is to increase the penetration of renewable energy sources, by
modernising the electricity grid and increasing cross-border transmission capacity with Romania and
Greece. The investment includes a comprehensive programme for the overall digital transformation
of systems and processes of the electricity Transmission System Operator (ESO EAD) including, in
particular, the automated management of substations. By this, the investment is expected to
provide for the technical feasibility of the electricity transmission system to integrate a cumulative
new 4 500 MW of production capacity from renewable sources into the electricity system by 31
March 2026 as well as a cumulative 1 200 MW of additional net interconnection capacity with
Romania and Greece compared to 2020 levels.

Milestone 85 concerns the signature of contracts for the upgrade, modernisation and digitalisation
of the national transmission systems through the deployment of Substation Automation Systems
(SAS) in 171 substations at 110 kV voltage level.

Milestone 85 is the first step of the implementation of the investment and it will be followed by
targets 86 and 89, related to the fulfiiment of conditions and requirements for the technical
feasibility of the electricity transmission system to integrate a cumulative 4 500 MW of new
production capacity from renewable sources into the electricity system as compared to 2020 levels.
Moreover, consecutive targets 87 and 88 require the commissioning of at least 1200 MW of
additional net interconnection capacity with Romania and Greece compared to 2020 levels. As part
of the final target 89, Bulgaria will need to demonstrate completion of all relevant activities
mentioned in the measure description, including upgrade of the supervisory control and data
acquisition system (SCADA) with the introduction of remote back-up, the extension and upgrade of
telecommunication network, including a comprehensive cybersecurity system and the upgrade of
the electricity markets administration systems.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i Summary document duly justifying how the milestone including all the constitutive
elements was satisfactorily fulfilled
ii. For substations where SAS is deployed by an external contractor: copies of the signed
contracts for SAS construction and deployment activities
iii. For substations where SAS is deployed using ESO EAD’s own forces: copies of signed site
openings documenting the commencement of SAS deployment
iv. For substations where SAS is deployed using ESO EAD’s own forces and works have been
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already implemented: acceptance reports of works conducted, function tests, and orders to
put updated substations in operation

V. For each substation for which contracts were signed, extracts of and explicit references to
the relevant parts of the specifications of the contracts proving the deployment of SAS

The authorities also provided:

vi. Framework contracts covering the procurement of materials, equipment and facilities
required for the deployment of SAS
vii. Invoices documenting the delivery of supplies and devices covered under the framework
contracts
viii. Business programme for 2021 for SAS deployment by ESO Engineering EOOD

iX. Framework contract signed on 4 June 2021 by ESO EAD and ESO Engineering EOOD for the
implementation of SAS activities in specific substations in accordance with the business
programme for 2021.

X. For Substations where works are deployed using own forces, technical explanations of the
works’ contribution to the deployment of SAS

xi.  Signed contracts for the design, supply and construction of video surveillance, fire alarm,
signalling and security systems, perimeter CCTV, and/or substation fence rehabilitation

Xii. Report for the activities using own forces from 22 May 2020 as sent by the director of the
Electricity Transfer Directorate of ESO EAD to the executive director of ESO EAD

xiii. For a set of 4 specific substations, written confirmation that the contracts provided relates
to performance of technical activities ensuring SAS deployment.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Signed contract(s) by ESO EAD with the successful tenderer(s)

The Council Implementing Decision required the signature of contract(s) by ESO EAD with successful
tenderers.

For various substations, the implementing body, i.e. the national transmission system operator ESO
EAD, launched competitive tenders for works related to the completion of Substation Automation
Systems (SAS). Following these tenders, contracts were awarded and signed with several external
providers. These contracts were provided as evidence of fulfilment (see point ii, above).

However, for at least 109 out of a total of 171 substations included under the investment, ESO EAD
directly awarded contracts related to the deployment of SAS to ESO Engineering EOOD, a subsidiary
of ESO EAD. The framework contract between ESO EAD and ESO engineering indicates that such
direct contract award is in line with national procurement legislation, in particular the articles in the
Public Procurement Act transposing the requirements of Directive 2014/25/EU of the European
Parliament and of the Council of 26 February 2014 on procurement by entities operating in the
water, energy, transport and postal services sectors. Signed contracts with ESO Engineering EOOD
were also submitted as evidence for the fulfilment of the requirement to sign contracts (see point ii
above). As specified in the framework contract of 4 June 2021 between ESO EAD and ESO
Engineering EOOD (see point ix above), ESO Engineering EOOD is not entitled to rely on third
parties, subcontractors or consortia, in accordance with EU legislation on the matter.

For 54 out of 171 substations, no signed contracts regarding the complete activities for the
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deployment of SAS were provided since ESO EAD decided to use its own staff. In these cases, ESO
EAD provided signed and substation-specific evidence, including copies of signed site openings
documenting the commencement of SAS deployment (see point iii above), and depending on the
individual state of implementation of works per substation also acceptance reports of works
conducted, function tests, and orders to put updated substations in operations, all conducted under
the remit of ESO EAD (see point iv above). Equivalently to signed contracts, these documents
provide evidence that works for the deployment of SAS have commenced, and in some cases have
already been concluded. For the deployment of SAS, ESO EAD used equipment and materials
procured on the basis of existing framework contracts, dating from 18 June 2018 to 29 June 2022
(see point vi above). The invoices for the delivery of supplies in relation to the framework contract
(see point vii above) as well as the site openings reports provided by Bulgarian authorities are all
dated from after February 2020, ensuring that the payment, the delivery of materials, and the
commencement of works took place in the eligibility period to receive funding under the Recovery
and Resilience Facility in accordance with Regulation (EU) 2021/241 of the European Parliament and
of the Council of 2 February 2021.

In the summary document, Bulgarian authorities explained that the partial deployment of works
using internal resources was borne out of the necessity to guarantee the commencement of SAS
deployment in time to meet the deadlines for implementation agreed under the RRP. This led ESO
EAD to the decision to implement works using own forces for substations that require
predominantly electrical works, with some of these 54 substations planned for hybrid
implementation, i.e. with own forces as well as via public procurement of individual lots and works
related to SAS deployment. As explained by Bulgarian authorities in the summary document, sites
requiring the design, replacement of portals, replacement of one-line schemes and a large volume
of construction works are not implemented with own forces but instead are to be carried out
through public procurement under the Bulgarian Public Procurement Act.

Whilst the direct awarding of contracts to ESO Engineering EOOD and the deployment of works
using own forces constitutes a minimal formal deviation from the requirement of the Council
Implementing Decision, the procedures adopted ensure that SAS will be equivalently deployed,
setting the conditions to meet consecutive targets included under investment C4.14. The evidence
provided is equally sufficient to guarantee deployment of SAS in all 171 substations, thus ensuring
that the requirements of the milestone are satisfied. Consequently, this minimal deviation does not
change the nature of the measure and does not affect the progress towards achieving the
investment that the milestone represents. On this basis, it is considered that this constitutive
element of the milestone is satisfactorily fulfilled.

The upgrade, modernisation and digitalisation of the national transmission systems as specified in
the signed contracts shall include the deployment of Substation Automation Systems (SAS) in 171
substations at 110 kV voltage level creating technical conditions for the integration of new 2 500
MW production capacity from renewable sources into the electricity system by Q4 2024.

As mentioned above, Bulgarian authorities submitted documents covering the deployment of SAS
for 171 substations by providing a) signed contracts between ESO EAD and its subsidiary ESO
Engineering EOOD or successful tenderers and b) in cases where SAS is deployed using own forces a
statement of findings documenting the commencement of works for SAS deployment.

The evidence provided for a sample of 60 out of the total of 171 substations confirmed that
documents covering works related to the deployment of SAS have been signed by the relevant
authorities and/or contractors. By this, the requirements of the milestone have been met:
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e For 40 of the sampled substations, the object of the contracts concluded with external
contractors contains an explicit reference to the deployment of SAS in the relevant
substation.

e For 16 of the sampled substations, works were carried out at least partially by ESO EAD with
own forces, using supplies under existing framework contracts. In these cases, the site
openings documenting the commencement of SAS deployment provided as main piece of
evidence also explicitly refer to the deployment of SAS in the relevant substation.

e For 4 of the sampled substations, i.e., substations No. 14 'TPP Republika’, No. 35
‘Valchedrum’, No. 47 ‘Melta’, and No. 60 ‘Lukovit’, contracts related to the deployment of
SAS were provided as well. However, these do not explicitly refer to SAS deployment in the
subject of the contract, but instead cover specific technical interventions qualifying as the
deployment of SAS (e.g. the reconstruction of 110 kV switchyards, or the construction of
secondary switches necessary to achieve functional connectivity). The interventions
included in the contracts for these 4 substations differ from one another as they take into
account the heterogenous technical precondition of the respective substations. In some
cases, the scope of the works needed is more targeted (if the substation was more
developed, e.g. to the installation of specific technical gear), or broader, (e.g. when the
retrofitting of the command building was required for the deployment of SAS). These
differences in the technical equipment in the legacy substations explain why contracts
provided for these 4 substations do not explicitly reference SAS deployment in their subject,
but still require the contractor to perform activities equally relevant for SAS deployment.

Works commenced are expected to contribute to the managing and controlling of power
distribution at the intersection of 110 kV with medium voltage levels such as 20 kV, 10 kV, and 6 kV.
In this regard, it can be confirmed that signed contracts and evidence for the commencement of
works provided by ESO EAD cover the deployment of SAS at 110 kV voltage level.

As Bulgaria explained in the summary document, SAS deployment in 171 substations is expected to
optimise power system operation and increase the transmission grid security and reliability. The
implementation of remote monitoring and control of the power facilities and the energy flows
through all corresponding substations will optimise the planning, control and operation of both the
affected facilities and the power system in its entirety. By this, SAS deployment, which is required in
the contracts and documents provided for milestone 85, is part of the technical conditions needed
to integrate a total of 2 500 MW of new production capacity from renewables into the electricity
system by Q4 2024. This element and the completion off all activities mentioned in the measure
description will be verified in detail in the context of targets 86 and 89 due for completion in Q4
2024 and Q2 2026, respectively.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 92 Related Measure: C4R8 Liberalisation of the electricity market

Name of the Milestone: Electricity market integration

Qualitative Indicator: Completion of the day-ahead and intraday electricity

market coupling with Romania and Greece Time: Q4 2022

Context:
Milestone 92 is part of reform C4.R8, which aims to liberalise and integrate the electricity markets
in Bulgaria with the neighbouring EU Member States.

Milestone 92 concerns the coupling of the day-ahead and intraday electricity markets with Romania
and Greece.

Milestone 92 is the second and last milestone of the liberalisation of electricity markets reform, and
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it follows the completion of milestone 91 related to amendments to the Energy Act enacting the
reform of electricity markets (wholesale, balancing and retail).

97

The reform has a final expected date for implementation on 31 December 2022.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii. Copy of the Day Ahead Market (DAM) coupling trading results (i.e., volumes and prices of
electricity traded) between Bulgaria and Romania for the first day of operation/delivery,
i.e., 1January 2022;

iii. Copy of the Intraday market (IDM) coupling trading results (i.e., volumes and price of
electricity traded) between Bulgaria and Greece for the first day of operation/delivery, i.e.,
1 January 2023;

iv. Copy of the contract between the Nominated Electricity Market Operators (IBEX and
OPCOM) and the Transmission System Operators (Electricity System Operator - ESO and
Transelectrica) for the coupling of the DAM between Bulgaria and Romania signed on 21
October 2021;

v. Copy of the contract between the Nominated Electricity Market Operators (IBEX and ENEX)
and the Transmission System Operators (Electricity System Operator - ESO and IPTO-
Independent Power Transmission Operator - ADMIE) for the coupling of the IDM between
Bulgaria and Greece signed on 21 November 2022.

The authorities also provided:

vi. Official press release of 27 October 2021 issued by Nominated Electricity Market Operators
Committee about the successful go-live of the electricity day ahead market coupling
between Bulgaria and Romania;

vii. Official press release of 30 November 2022 issued by Nominated Electricity Market
Operators Commitee about the successful go-live of the electricity intraday market coupling
between Bulgaria and Greece.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities duly justify the
fulfilment of all the constitutive elements of the milestone.

The day-ahead electricity market coupling with Romania has been completed and become
operational by 31 December 2021.

For the electricity day ahead market coupling between Bulgaria and Romania, the Bulgarian
authorities provided the agreements concluded between the nominated electricity market
operators (IBEX and OPCOM) and the transmission system operators (ESO and Transelectrica) to
connect the Romanian and Bulgarian border in the European Single Day-Ahead Market Coupling
allowing cross boarder trading of electricity and implicit allocation of the cross-border transmission
capacity. In addition, the trading results for the Bulgaria/Romania market coupling ‘Day ahead’ for
delivery day 1 January 2022 were provided. Therefore, the day-ahead electricity market coupling
has been completed and became operational by 31 December 2021. In addition, the Bulgarian
authorities provided the official public announcement about the successful launch of the market
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coupling project between Bulgaria and Romania on 27 October 2021.

The intraday electricity market coupling with Greece has been completed and become
operational by 31 December 2022.

Similarly, for the electricity intraday market coupling between Bulgaria and Greece, the Bulgarian
authorities provided the agreements between the nominated electricity market operators (IBEX and
ENEX) and the transmission system operators (ESO and ADMIE) to connect the Greek and Bulgarian
border in the European Single Intraday Market Coupling allowing cross boarder trading of electricity
and implicit allocation of the cross-border transmission capacity. In addition, the trading results for
the Bulgaria/Greece market coupling “Intraday” for delivery day 1 January 2023 were provided.
Therefore, the intraday electricity market coupling has been completed and became operational by
31 December 2022. In addition, the Bulgarian authorities provided the official public announcement
about the successful launch of the market coupling project between Bulgaria and Greece on 29
November 2022.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C4.18 National infrastructure for storage of electricity from RES

Number: 97 (RESTORE)

Name of the Milestone: Amendment of the national legislative framework to support fast
deployment of electricity storage

Qualitative Indicator: Provision in the law indicating the entry into force of

Time: Q4 2022
the amendments ime: Q4 20

Context:

The measure aims to increase the share of renewable energy in Bulgaria's energy mix and ensure the
stability of the electricity system. To do so, the investment consists of support to install and
commission a national infrastructure of grid-scale electricity storage facilities with 3000 MWh of
usable energy capacity, awarded through open and competitive bidding processes. By this, it should
also contribute to the implementation of smart grids and help manage the integration of electricity
generated from renewable energy sources.

Milestone 97 requires the entry into force of amendments to the national legislative framework to
support the fast deployment of electricity storage. The amendments should cover the elimination of
barriers, introduce a specific regulatory and support framework for the construction, connection and
operation of electricity storage facilities.

Milestone 97 is the first step of the implementation of the investment and it will be followed by
milestone 122 requiring the signature of contracts for the development of grid-scale battery storage
systems of at least 3000 MWh of energy capacity following a competitive bidding process and target
125, related to the commissioning of usable energy capacity of the electricity storage systems. The
investment has a final expected date for implementation on 30 June 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Copy of the Law on Amendments and Supplements to the Energy Act, adopted by the
National Assembly on 12 January 2023, re-adopted on 27 January 2023, and promulgated in
State Gazette No. 11 of 2 February 2023
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https://dv.parliament.bg/DVWeb/showMaterialDV.jsp;jsessionid=5BD74B1A70E267F206057
3E67155206A?idMat=185400

ii.  Copy of the Rules for amendment and supplement to the Rules for electricity trading,
adopted by the Energy and Water Regulatory Commission under Protocol No. 120 of 11 April
2023 and promulgated in State Gazette No. 36 of 21 April 2023
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=190880

iii. Copy of Ordinance No. 6 for the connection of sites to electricity networks, adopted by the
Energy and Water Regulatory Commission under Protocol No. 87 of 28 March 2024 and
promulgated in State Gazette No. 28 of 2 April 2024
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=211280

The authorities also provided:

iv. Table of as provided on 4 April 2024, prepared by the Ministry of Energy, with the identified
regulatory barriers and explanations how they are overcome

V. Consolidated version of the Energy Act, incorporating the Amendments and Supplements to
the Energy Act, as adopted by the National Assembly on 12 January 2023, re-adopted on 27
January 2023, and promulgated in State Gazette No. 11 of 2 February 2023

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Amendments to the relevant primary or secondary legislation shall eliminate barriers, introduce a
specific regulatory, and support framework for the construction, connection and operation of
electricity storage facilities.

The Ministry of Energy provided a table with identified barriers and how they have been overcome
by the introduction of a specific regulatory and support framework by means of the amendments to
primary or secondary legislation (see evidence iv.). The amendments introduced by Bulgarian
authorities cover the relevant primary and secondary legislation regulating the electricity markets
and its participants.

Regarding the construction of electricity storage facilities, barriers included the lack of adequate
regulation to provide for a formal legal definition of electricity storage facilities and recognising the
possibility to construct and own such assets. Bulgarian authorities removed barriers in that regard by
introducing amendments to the Energy Act through the Law on Amendments and Supplements to
the Energy Act, adopted by the National Assembly on 12 January 2023, re-adopted on 27 January
2023, and published in the State Gazette No. 11 of 2 February 2023 (see evidence i.). According to
Art. 5(5) of the Constitution of the Republic of Bulgaria, laws enter into force three days after their
publication in the State Gazette. Consequently, the Law on Amendments and Supplements to the
Energy Act (hereinafter: the Energy Act) entered into force on 6 February 2023. In this regard, Art.
62a. of the Energy Act provides for a formal definition of electricity storage and introduces in Art.
90a. the option to construct electricity storage facilities next to electricity generation facilities (co-
location), at customer sites, and as a stand-alone facilities. Moreover, Art. 61c. of the Energy Act
defines electrochemical facilities for the storage of electricity as movable objects within the meaning
of the Spatial Development Act. By this, electrochemical facilities like electricity batteries benefit
from a simplified placement regime, providing an exemption from the requirement of obtaining a
construction permit, which is otherwise applicable for non-movable objects. Art. 87a. and 90(2) of
the Energy Act further clarify that the electricity transmission as well as the electricity distribution
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network operators do not have the right to develop electricity storage facilities, thus defining the
eligible market participants to own storage facilities.

Regarding the connection of electricity storage facilities and the access to the electricity grid, a
general lack of regulation was recorded. Bulgarian authorities therefore introduced amendments to
the Energy Act through the Law on Amendments and Supplements to the Energy Act, as the relevant
piece of primary legislation. Moreover, Ordinance No. 6 for the connection of sites to electricity
networks as adopted by the Energy and Water Regulatory Commission under Protocol No. 87 of 28
March 2024 and promulgated in State Gazette No. 28 of 2 April 2024 (see evidence iii.), which
entered into force on 2 April with the Promulgation in the State Gazette in accordance with
Paragraph 8 of the Transitional and Final Provisions to Ordinance No. 6, was amended. The
amendments to the Energy Act provide in Art. 90b.(1) for equal access of electricity storage facilities
to the electricity grid and introduce in Art. 116(3) an obligation for the electricity network operator
to expand the network in order to connect electricity storage facilities to the grid. Electricity storage
facilities now also benefit from a simplified connection regime with electricity storage facilities
constructed at an energy facility producing electricity and/or heat requiring only a notification and
annex to the existing grid access agreement to be connected to the grid as provided under Art. 116
(11) and Art. 117 (12) of the Energy Act. Ordinance No. 6 on the detailed rules for connection of sites
to electricity networks was amended to also introduce a dedicated chapter (Chapter IV) on the rules
for connection of electricity storage facilities.

With respect to the operation of electricity storage facilities, barriers concerned a lack of regulation
for storage facilities to participate in the transaction of electricity in electricity markets. This barrier
was overcome through legislative amendments to the Energy Act, as introduced through the Law on
Amendments and Supplements to the Energy Act. In this regard Art. 92(6b) of the Energy Act
introduces the possibility for electricity storage facilities to participate in electricity transactions. This
is also reflected in the Rules for amendment and supplement to the Electricity Trading Rules (see
evidence ii.), which entered into force on 1 May 2023 in accordance with Paragraph 71 of the Final
Provisions of the Rules for amendment and supplement to the Electricity Trading Rules (hereinafter:
Electricity Trading Rules). Art. 6 of the Electricity Trading Rules now provides for the possibility of
electricity storage facilities to conclude transactions with the transmission operator for the purchase
and/or sale of electricity and further specifies the rules for electricity storage facilities to participate
in electricity transactions. In this regard, the Energy Act under Art. 90b(3), in combination with the
Electricity Trading Rules under Art. 27 (2), introduce new regulations, which prevent the application
of double grid tariff by specifying that the respective storage facility operator is obliged to pay
network charges only for the difference between the purchased electricity and the amount fed back
into the grid, and hence charges for electricity storage operators only apply for the net amount of
electricity consumed. In addition, according to newly introduced provisions under Art. 39(4)7 of the
Energy Act, no additional administrative burden of obtaining a licensing for storage is introduced,
and only the issuance of a license for storage facilities participating in electricity trading is required.
Bulgarian authorities moreover established in Art. 90c. of the Energy Act the obligation for electricity
storage facility operators to comply with standards of quality and reliability, thus legally defining
safety standards for the operation of storage facilities.

The legislative amendments introduced in the Energy Act and in Ordinance No. 6 and in the
Electricity Trading Rules eliminated barriers concerning construction (see Art. 62a, Art. 90a, Art 61c,
Art 87a, and Art 90(2). Of the Energy Act), connection (see Art. 90b (1), Art 116(3), Art. 116 (11),
Art. 117(12) of the Energy Act and Chapter IV of Ordinance No. 6) and operation (see Art. 39(4)7,
Art. 90c, Art. 90b(3), Art. 92(6b) of the Energy Act, Art. 27(2) of the Electricity Trading Rules) and
thereby introduce the elements of support of enabling and facilitating the integration of electricity
storage into the Bulgarian electricity network that, when taken together, constitute a 'support
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framework',

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C416 Support for new capacities for electricity generation from

Number: 98 -
renewable sources and electricity storage

Name of the Milestone: Launch of a tender for the construction of 285 MW production capacity of
electricity from renewable sources (wind and solar power) co-located with 75 MW of energy
storage systems

Qualitative Indicator: Publication of tender specifications Time: Q4 2022

Context:

Milestone 98 is part of Investment 6 (C4.16) on renewable energy capacity with electricity storage.
The objective of the investment is to contribute to Bulgaria’s goal to increase the share of clean
energy in its energy mix by installing and putting into operation of at least 1 425 MW of renewables
power production capacity co-located with at least 350 MW of energy storage systems.

Milestone 98 concerns the launching of the first of five tenders for the construction of 285 MW
production capacity of electricity from renewable sources (wind and solar power) co-located with
75 MW of energy storage systems.

Milestone 98 is the first milestone of the measure and is followed by identical milestones
(Milestone 99, 100, 101, 102) on the launch of subsequent tenders for the production capacity of
electricity from renewable sources (wind and solar power) co-located with energy storage systems
and Target 103 on the additional new production capacity commissioned. The investment has a
final expected date for implementation by 30 June 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled, including compliance with the ‘Do no significant harm’
Technical Guidance (2021/C58/01), as well as an explanation on how the input from the
consultation with an international financial institution and other best practices were
incorporated in the design of the auction mechanism (Cover Note).

ii.  Copy of the tender specifications, consisting in the published Conditions for application for
the investment, including annexes, as well as:

e Link to the press-statement on Ministry of Energy’s website, with links to the full
documentation package: https://www.me.government.bg/news/ministerstvoto-
na-energetikata-startira-podbor-na-predlojeniya-za-podkrepa-na-novi-moshtnosti-
za-proizvodstvo-na-elektroenergiya-ot-vazobnovyaemi-iztochnici-i-sahranenie-na-
elektroenergiya-3394.html

e Official webpage of the scheme on the government Information System for the
Management and Monitoring of EU Funds in Bulgaria (EUMIS 2020):
https://eumis2020.government.bg/bg/s/Procedure/InfoEnded/d5358ff6-70f3-
49ba-96f1-ce8790300fb2

iii.  Copy of Project implementation support services agreement between Ministry of Energy of
the Republic of Bulgaria and the European Bank for Reconstruction and Development
(EBRD) concerning project support for new capacities for electricity generation from
renewable sources and electricity storage, dated 30 March 2023.

iv.  Copy of assessment of competitiveness of the auction windows and financial guarantees by
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EBRD’s consulting team, dated 2 February 2024

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

A competitive call for tender for the selection of projects for the production of energy from
renewable sources collocated with electricity storage is published.

Two calls for tenders for support of new renewable electricity generation (solar and wind) and
electricity storage installations with an installed capacity of between 200 kW and 2 MW and above
200 kW were published on 14 March 2024, as indicated on the official government Information
System for the Management and Monitoring of EU Funds in Bulgaria (EUMIS 2020), following the
publication of the order of the Minister of Energy Ne E-P1-16-157 from 14.03.2024 on the approval
of the Conditions for application for the investment. Point 1 of the order approves the Conditions
for application for support of new renewable electricity generation and electricity storage
installations with an installed capacity of between 200 kW and 2 MW and point 2 of the order
approves the Conditions for application for support of new renewable electricity generation and
electricity storage installations with an installed capacity above 200 kW. Point 3 of the order
approves the publication of the documents under the two calls for tender on the official
government Information System for the Management and Monitoring of EU Funds in Bulgaria
(EUMIS 2020). The deadline for submission of projects was set to 12 June 2024.

The two calls for tenders have been organised under competitive conditions as indicated in the
Conditions for application due to the requirements set up by both technologies ensuring such
competitive conditions. Applicants were able to submit their bids through a platform dedicated to
RRP tenders. Furthermore, the international financial institution and its advisory team tasked by
the Bulgarian authorities to design the auction mechanism have confirmed the competitive
conditions of the auction design of both tenders in their assessment, dated 2 February 2024. The
document summarises the auction mechanism of both tenders and assesses the alignment of key
elements of the auction design with national and international practices. The document confirms
the broad alignment with international practices, in particular as regards the competitive nature of
the tenders and the requirements for financial guarantees by the applicants.

The Council Implementing Decision required the publication of a call for tender for the construction
of 285 MW production capacity of electricity from renewable sources (wind and solar power) co-
located with 75 MW of energy storage systems. Bulgaria has published two calls: (i) a call for the
construction of at least 200 MW production capacity of electricity from renewable sources (wind
and solar power) co-located with at least 100 MW of energy storage systems with a required
installed capacity of the energy storage between 200 kW and 2 MW; and (ii) a call for the
construction of at least 940 MW production capacity of electricity from renewable sources (wind
and solar power) co-located with at least 200 MW of energy storage systems with a required
minimum installed capacity of the energy storage of 200 kW). Whilst this constitutes a minimal
formal deviation from the requirement of the Council Implementing Decision, this is acceptable
because tendering out 285 MW production capacity of electricity from renewable sources (wind
and solar power) co-located with 75 MW of energy storage systems is collectively achieved. As of
this, this minimal deviation does not affect the progress towards achieving the investment that the
milestone represents. On this basis, it is considered that this constitutive element of the milestone
is satisfactorily fulfilled.

The auction mechanism shall be designed in consultation with an implementing international
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financial institution and based on best practices.

Bulgaria’s Ministry of Energy concluded project implementation support services agreement with
the European Bank for Reconstruction and Development (EBRD) concerning project support for new
capacities for electricity generation from renewable sources and electricity storage, dated 30 March
2023. In line with the agreement ("Terms of Reference: Support to the Bulgarian Authorities for the
Design and Implementation of Renewable Energy and Storage Auctions”), the EBRD with a team of
consultants is providing advisory support for the design of the auction mechanism and for the
drafting of documentation for the tender. Task 3.2 of the agreement envisioned the development of
a detailed design for the investment based on international practices, which also constitute best
practices.

The selection criteria shall ensure compliance with the ‘do no significant harm’ Technical
Guidance (2021/C58/01). Furthermore, in line with the description of the measure, in order to
ensure that the measure complies with the ‘Do no significant harm’ Technical Guidance
(2021/C58/01), the eligibility criteria contained in the terms of reference for upcoming calls for
projects shall refer only to solar and wind technologies.

Section 13.1 “Eligible Activities” of the Conditions for applications under both tenders states that in
order to be eligible applications need to be in compliance with the ‘do no significant harm’ principle
(point 2), as well as that specifically only solar and wind installations are eligible (point 4).
Furthermore, Section 16 “Applicable horizontal conditions” of the Conditions for applications under
both tenders states that compliance with the ‘do no significant harm’ principle is confirmed by a
self-assessment form, which the applicant is required to fill out at the stage of applying for the
tender, followed by a check of the self-assessment form by the evaluation committee which may
result in the dismissal of the entire application. At the end of the project implementation, an on-site
check by the responsible authority is envisioned and an independent technical report concerning
the compliance with the ‘do no significant harm’ Technical Guidance (2021/C58/01) can further be
requested by the responsible authority. Annex 14 “Criteria and Methodology for Evaluation” of the
Conditions for applications under both tenders lists compliance with the ‘do no significant harm’
principle as a criterion. In addition, Annex 7 of the Conditions for applications under both tenders
provides more detailed information to applicants on ensuring alignment of the ‘do no significant
harm’ principle and Technical Guidance (2021/C58/01).

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C4.17: Pilot project on combined heat and power from

Number: 105
geothermal sources

Name of the Milestone: Entry into force of the amendments to the Water Act, the Energy Act and
the Concessions Act in relation to the construction of a new type of power plant and the use of
geothermal energy.

Qualitative Indicator: Provision in the Acts indicating the entry into force of

ime: 2022
the amendments to the Water Act, the Energy Act and the Concessions Act Time: Q4 20

Context:

The investment aims to promote the production of renewable energy from geothermal sources by
putting into operation a pilot geothermal power plant with the objective to install at least 10 MW of
electricity and 30 MW of heat. The investment also concerns 3D seismic mapping of deep
geothermal reservoirs and the construction of a specialised laboratory at university level for
research and training on combined geothermal energy system. The investment also consists in
removing key regulatory barriers for the development of geothermal energy and to regulate the use
of geothermal energy.
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Milestone 105 concerns the entry into force of amendments to regulatory acts to, among others,
remove regulatory barriers for the development of geothermal energy and to regulate the use of
geothermal energy.

Milestone 105 is the first step of the implementation of the investment. It will be followed by
milestone 106 related to the setting up of the specialised laboratory, milestone 107 related to the
signature of contracts for the pilot power plant and target 108 related to the entry into operation of
the pilot power plant. The investment has the final expected date for implementation on 30 June
2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:
i.  Asummary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii. A copy of Decree No 185 of 11 October 2023 establishing the Law amending and
supplementing the Energy from Renewable Sources Act, published in the State Gazette
No 86 of 13 October 2023 and a link:
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=200211;

iii. A copy of the consolidated version of the Energy from Renewable Sources Act, as
amended through the Law amending and supplementing the Energy from Renewable
Sources Act published in the State Gazette No 86 of 13 October 2023;

iv.  Consolidated version of the Water Act, as amended through the final provisions of the
Law amending and supplementing the Energy from Renewable Sources Act published in
the State Gazette No 86 of 13 October 2023 and a link:
https://lex.bg/laws/ldoc/2134673412;

v.  Acopy of the consolidated version of the Underground Resources Act, as amended
through the final provisions of the Law amending and supplementing the Energy from
Renewable Sources Act published in the State Gazette No 86 of 13 October 2023 and
link: https://lex.bg/laws/Idoc/2134650880;

vi. A copy of the consolidated version of the Spatial Development Act, as supplemented
through the final provisions of the Law amending and supplementing the Energy from
Renewable Sources Act published in the State Gazette No 86 of 13 October 2023 and
link: https://lex.bg/laws/ldoc/213516390; and

The authorities also provided:

vii.  The report “Legal, Regulatory and Institutional Review of Bulgaria’s Geothermal Sector”
produced by the World Bank and dated May 2023.
viii. A table mapping the recommendations from the World Bank report (evidence vii) and

the amendments made to the relevant provisions of the legislative acts listed as
evidence ii to vi above, prepared by the Ministry of Energy.

ix. A copy of Decree No. 883 of 24 April 1974 on the implementation of the Law on
Regulatory Acts.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Provision in the Acts indicating the entry into force of the amendments to the Water Act, the
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Energy Act and the Concessions Act.

The Council Implementing Decision required the entry into force of amendments to the Water Act,
the Energy Act and the Concessions Act. Bulgaria amended the following Acts instead: Energy from
Renewable Sources Act (evidence iii), through a Law amending and supplementing the Energy from
Renewable Resources Act (evidence ii). The transitional and final provisions of this amending Act
(evidence ii) also amend the Water Act, the Underground Resources Act and the Spatial
Development Act. Whilst this constitutes a minimal formal deviation from the requirement of the
Council Implementing Decision, the amendment of existing acts through the final provisions of
another act is regulated in Bulgarian law through article 35(2) of Decree No. 883 of 24 April 1974 on
the implementation of the Law on Regulatory Acts, which stipulates that “When an existing
normative act is replaced by a new one, the rules for its repeal, as well as the rules for repealing,
amending and supplementing other normative acts, are included in the final provisions”. Moreover,
the amendments made to these acts, as detailed further down, allow to address all substantive
requirements for the milestone and, in particular, ensure that: the key impediments identified in the
roadmap for the development of geothermal energy as a renewable energy source are removed;
there is no pollution of groundwater and water surfaces, both in geothermal energy studies and
during operation of the installation; and that the use of geothermal energy as a resource is
regulated. This is also in line with the recommendations from the report from the World Bank which
includes the roadmap for the development of geothermal energy as a renewable energy source
(evidence vii). Section 3.2 of the report covers ‘Recommendations for changes to the legal and
regulatory framework in Bulgaria for the purposes of enhancing the research and sustainable
utilization of geothermal resources’. While the preferred approach described under this section
would be a new piece of legislation, paragraph 424 states that the issues identified could also be
regulated by amendments to the Energy from Renewable Sources Act, the Underground Resources
Act and the Water Act; which is the approach Bulgaria followed in the Law amending and
supplementing the Energy from Renewable Sources Act (evidence ii). As such, the same result has
been achieved. As of this, this minimal deviation does not change the nature of the measure and
does not affect the progress towards achieving the investment that the milestone represents. On
this basis, it is considered that this constitutive element of the milestone is satisfactorily fulfilled.

§90 of the Law amending and supplementing the Energy from Renewable Sources Act (including its
transitional and final provisions amending the Water Act, the Underground Resources Act and the
Spatial Development Act), adopted on 29 September 2023 and published in the State Gazette No 86
of 13 October 2023, stipulates that the Law enters into force on the day of its promulgation in the
State Gazette, therefore on 29 September 2023 (evidence ii).

The amendments to the regulatory framework (Water Act, Energy Act and Concessions Act and of
any required secondary legislation) shall: 1. remove key impediments identified in the roadmap
for the development of geothermal energy as a renewable energy source; 2. provide that there is
no pollution of groundwater and water surfaces, both in geothermal energy studies and during
operation of the installation; 3. regulate the use of geothermal energy as a resource.

Bulgaria provided evidence of amending the Water Act (evidence ii and iv), however, no
amendments to the Energy Act or the Concessions Act were made to fulfil the requirements for this
milestone (see explanations above). Instead, Bulgaria provided a copy of the Law amending and
supplementing the Energy from Renewable Sources Act which also amends and supplements,
through its transitional and final provisions, the Water Act, the Underground Resources Act and the
Spatial Development Act. (evidence ii).

The Law amending and supplementing the Energy from Renewable Sources Act addresses all the
requirements listed in the milestone description as follows:
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Remove key impediments identified in the roadmap for the development of geothermal
energy as a renewable energy source: ‘part IV: Roadmap and action plan’ of the report from
the World Bank (evidence vii, page 98) identifies key impediments for the development of
geothermal energy as a renewable energy source and provides recommendations for
changes to the legal and regulatory framework in Bulgaria (evidence vii, section 3.2, page
82). In this section, a general recommendation is that “a new legislation or amendments to
the existing legislation should be introduced in order to create a system for regulating
relations in the geothermal sector” (point a). More specific recommendations are covered
under point b relating to the legal definition of geothermal energy resources, point c relating
to the ownership of geothermal energy resources, and point d relating to the permitting
system. Section 4.2 lists the recommendations in a roadmap, together with proposed actions
for the authorities. These recommendations are: 1. Legally define the geothermal energy
resources, 2. Define the ownership of geothermal energy resources and 3. Provide for clear
permitting framework and procedures related to the exploration and utilisation of
Geothermal energy resources. Bulgaria provided a mapping of these recommendations from
the roadmap and of the relevant amendments made in the Law amending and
supplementing the Act on Energy from Renewable Sources Act, which also amends and
supplements, through its final provisions, the Water Act, the Underground Resources Act
and the Spatial Development Act (evidence viii). The mapping identifies the specific
amendments made to these Acts to address each of the three recommendations. The
analysis of the evidence has confirmed that the mapping covers all key impediments and
that the legislative amendments address the three recommendations as follows:

Recommendation
from the roadmap

Relevant provision(s) of the Law amending and supplementing the Act
on Energy from Renewable Sources Act (evidence ii)

1. Legally define the
Geothermal Energy
Resources

§ 65 additional provisions, paragraph 1, introduces definitions of
geothermal [energy] resources including hydro-geothermal with a cross-
reference to the Water Act in the additional provisions of the Energy
from Renewable Sources Act. (evidence ii, page 25)

§ 84 additional provisions, paragraphs 1 and 2, introduce “shallow
geothermal resources” and “deep geothermal resource” under article 2
of the Underground Resources Act. (evidence ii, page 34)

§84 additional provisions, paragraph 15, adds a definition of deposit of
underground resources, mining waste and underground resources —
which all include geothermal resources — in the additional provisions of
the Underground Resources Act (evidence ii, page 35).

2. Define the
ownership of
Geothermal Energy
Resources

§ 84 additional provisions, paragraphs 1 and 2, introduce “shallow
geothermal resources” and “deep geothermal [energy] resource” as
underground resources under article 2 of the Underground Resources
Act. (evidence ii, page 34). Article 3 of the Underground Resources Act
stipulates that deep underground resources are exclusively owned by
the State (evidence v, page 2).

§ 84 additional provisions, paragraph 9, modifies article 29 of the
Underground Resources Act and specifies concession ownership of
geothermal areas. (evidence ii, page 34)

3. Provide for clear
permitting framework
and procedures
relating to the
exploration and
utilization of

The introduction of definitions and distinctions between the different
types of geothermal resources allows clarity on the legal framework that
applies for permitting procedures. The following amendments also
contribute to creating a clear permitting framework and procedures,
notably by introducing a framework for the prospection, exploration and
extraction of deep geothermal resources.
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Geothermal Energy § 22, paragraph 2, modifies article 17 of the Energy from Renewable
Resources Resources Act and sets out deadlines for the issuance of a building
permit for heat pumps and geothermal heat pumps. (evidence ii, page 8)
§ 23, paragraph 3, modifies article 18(3) of the Energy from Renewable
Resources Act to prioritise connection of facilities for the production of
heat from geothermal energy to the heat transmission network
(evidence ii, page 9)

§ 58 modifies article 53 of the Energy from Renewable Resources Act to
specify reporting requirements for shallow geothermal energy producers
(evidence ii, page 22)

§ 84 additional provisions, paragraphs 10 and 11, modify articles 31 and
32 of the Underground Resources Act which set out rules for permission
for prospection and exploration or exploration of deep geothermal
resources. (evidence ii, page 34)

§ 84 additional provisions, paragraph 14, modifies article 54 of the
Underground Resources Act and cross-references the Water Act for
information and documents required for concessions for deep hydro
geothermal resources. (evidence ii, page 35)

§ 81 additional provisions, paragraphs 3 and 4 modify article 147 and
article 151 of the Spatial Development Act to simplify some of the
building permits procedures for shallow geothermal resources (evidence
ii, page 33).

§ 85 additional provisions, paragraph 1 to paragraph 7, modifies articles
44, 46, 47, 48 and 49 under Chapter lll use of water and water bodies of
the Water Act. These articles specify rules applicable for use and
extraction of water, including for geothermal resources. In the same
chapter, a new article 46b cross references to the requirements for deep
geothermal resources under the Underground Resources Act (evidence
ii, page 36).

§ 85 additional provisions, paragraphs 8 to 12, modify articles 50, 56, 57,
62(a) and 68 under Chapter IV Authorisation scheme of the Water Act.
These articles set out rules for permitting, including for hydro-
geothermal resources. (evidence ii, page 37)

§ 85 additional provisions, paragraphs 13 to 15 modify articles 116, 118a
and 118d under Chapter VIl Protection of water and water bodies of the
Water Act. These articles stipulate the rules for the environmental
protection of all waters, including during the exploration and extraction
of hydro-geothermal resources. Article 116 requires that all waters and
water bodies shall be protected including the achievement of a
sustainable status of the geothermal potential of the water. (evidence ii,
page 37)

e Provide that there is no pollution of groundwater and water surfaces, both in geothermal
energy studies and during operation of the installation: the amended articles 116, 118(a)
and 118(d) of the revised Water Act (evidence iv) cover the protection of water and body of
water including for geothermal use including on sustainability, conditions for injection and
reinjection of water, and recording of geothermal systems for the exploitation of hydro
geothermal resources. Article 116 in particular states that “All waters and water bodies shall
be protected from depletion, pollution and damage in order to maintain the required
quantity and quality of water and a healthy environment, preserve ecosystems, preserve the
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landscape and prevent economic damage [...]” which confirms that both groundwater and
water surfaces are covered by the regulation. This article also states that this includes
achieving a sustainable status of the geothermal potential of the water. Article 46b states
that the relevant provisions of water use under the Water Act will apply to the relevant
permit for prospection and exploration or exploration, or a concession for extraction, of
deep geothermal resources issued under the Underground Natural Resources Act, therefore
covering both shallow and deep geothermal resources. The Water Act does not distinguish
between type of use and therefore applies to both energy studies as well as operation of
geothermal installations.

e Regulate the use of geothermal energy as a resource: this includes the following
amendments: article 17, article 18(3), article 53 and the supplementary provisions of the
amended Energy from Renewable Resources Act (evidence iii) introduce a more detailed
definition of geothermal resources, the prioritisation of connection of facilities for the
production of heat from geothermal energy to the heat transmission network, some
reporting requirements for shallow geothermal energy producers and conditions for permits
for geothermal heat pumps; article 2, article 15(a), and article 29 of the amended
Underground Resources Act (evidence v) allow the introduction of deep geothermal
resources under the remit of the Act, which lays down the conditions for prospection,
exploration and extraction of underground resources and clarify conditions for concessions;
article 44, article 46 to article 50, article 56, article 62(a), article 68, article 116, article 118(a)
and 118(d) of the amended Water Act (evidence iv) clarifies rights for abstraction and
exploration of deep geothermal resources, rules for permits and concessions, and rules to
ensure that there is no pollution of groundwater and water surfaces.

The recommendations from the World Bank report (evidence vii) does not prescribe amendments to
secondary legislation. The amendments described above address all substantive points of the
milestone requirements through changes to the primary legislation. Therefore, the Commission
services consider that amendments to secondary legislation are not needed to fulfil the
requirements for the milestone.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C5.R1: Establishment of the governance structure of Natural

Number:126 | 1) Network

Name of the Milestone: Amendments to the Biodiversity Act

Qualitative Indicator: Entry into force Time: Q3 2022

Context:

The measure aims to set up the management structures for the Natura 2000 network at national
and regional level and to introduce requirements for developing network management plans. The
reform will also introduce a requirement for all protected areas to be managed on the basis of
planning documents defining site-specific conservation objectives and measures.

Milestone 126 requires the entry into force of the amendments to the Biodiversity Act.

Milestone 126 is the only milestone of this reform. The reform has a final expected date for
implementation in Q3 2022.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:
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A summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

Copy and link to the publication in the State Gazette No 88 of 20 October 2023 of the
legislative amendments to the Biodiversity Act, which entered into force on 24 October
2023 and can be accessed at the following link:
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=200364

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The amendments to the Biodiversity Act shall introduce the requirement to create structures for
the management of the Natura 2000 network at national and regional level and to develop
network management plans.

The Bulgarian authorities provided a copy and a link to the State Gazette No 88 of 20 October 2023
(see evidence ii) amending the Biodiversity Act. The amendments include the following provisions:

New article 115a setting out the responsible structure for the management of the Natura
2000 network at national level and their responsibilities, including the approval of
management plans for protected areas. In particular, this new article establishes that the
Minister for Environment and Water is the responsible body for the management of the
network at national level. Its responsibilities include, inter alia, the development and
validation of methodological guides and guidelines to ensure a consistent approach for the
planning and management of the network; the collection, validation and analysis of
scientific data; and the approval of management plans;

New article 117a setting out the responsible structures for the management of the Natura
2000 network at regional level and their responsibilities, including the development of
territorial management plans. In particular, this new article establishes that the responsible
regional management body for protected areas will be the director of the respective
Regional Environmental and Water Inspectorate for activities in the responsibility of the
Regional Environmental and Water Inspectorate. For protected zones in the areas of
national parks under the Protected Areas Act, the authority for the management of
protected zones is the director of the relevant National Park Directorate. For protected
zones and parts of protected areas falling within the marine spaces, the Director of the
Black Sea Region Directorate will be responsible. The article sets out the responsibilities of
these bodies which include, inter alia, preparing the management plans, implementing and
coordinating measures from the management plans, chairing the stakeholder committee as
well as defining the role of a territorial stakeholder committee to be set up by the regional
structure to support the development, update and amendment of the management plans;;
Article 27 is amended to require the establishment of territorial management plans for all
protected areas.

Article 28 and article 29 are amended to set out the requirements for the development of
the territorial management plans;

Article 116 is amended to extend the composition of the National Biodiversity Council to
include a broader range of stakeholders including NGOs and regional and local
representatives when discussing the Natura 2000 network management.

The amendments shall also introduce the requirement that all protected areas are managed on
the basis of planning documents, which shall define site-specific conservation objectives and
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measures.

All constitutive elements of this requirement are covered in the revised Biodiversity Act provided by
the Bulgarian authorities (see evidence ii). The act in effect provides for two types of planning
documents:

e New article 12a of the amended Biodiversity Act sets out the requirement to develop site-
specific conservation objectives for all protected areas. It establishes the Minister for
Environment and Water as the responsible entity for their development and sets out how
the proposals for the objectives are to be developed, as well as their approval process and
conditions for amendments.

e Amendments to article 27, article 28 and article 29 set out the requirements for the
development of the territorial management plans for all protected areas. These
requirements include the scope of the management plans depending on the territory they
relate to (protected areas under the remit of Regional Inspectorates for Environment and
Water, national parks, marine areas). Further, the amendments stipulate that all protected
areas within Bulgaria’s territory and maritime areas should be covered and introduce a 6-
month deadline for the update of the relevant Territorial management plans after the
designation of new protected areas; the timeline for reviews and updates of the plans; and
the types of measures the plan should include;

Amended article 29(1) of the Biodiversity Act requires that the management plans referred to under
article 27 of the Act provide measures to achieve the conservation objectives of the protected
areas.

Commission Preliminary Assessment: Satisfactorily fulfilled
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Number: 138 Related Measure: C7.R2: Efficient use of the radio frequency spectrum

Name of the Milestone: Completion of the spectrum assignment in the 26 GHz band

Qualitative Indicator: Communication of assignment of rights of use in the 26

Time: Q4 2022
GHz spectrum band and signing of contracts ime: Q4 20

Context:

The objective of the reform is to address the challenges of 5G readiness and promote the
accelerated deployment of 5G networks. This includes in particular the accelerated spectrum
assignment process in several spectrum bands such as the 26 GHz band.

Milestone 138 requires the signature of the contracts for assigning spectrum to operators in the 26
GHz band. The signature of the contracts shall be preceded by the launch and completion of
auctions and communication of assignment of spectrum to operators, and the frequency band shall
be assigned based on criteria ensuring transparency and promotion of competition in networks and
underlying services. With the aim of achieving the overall objective of the reform, which is to
address challenges of 5G readiness and promote the accelerated deployment of 5G networks, the
Bulgarian authorities impose certain obligations on the telecoms operators in relation to building
and putting into operation a terrestrial network on the territory of Bulgaria, including inter alia
provision of broadband wireless services by constructing at least 15 base stations within a period of
two years of the entry into force of the authorisations of use, building at least 50 base stations
within a period of five years, and building at least 250 base stations within a period of eight years.
These obligations aim to ensure improved connectivity and efficient use of spectrum for the
deployment of 5G networks.

Milestone 138 is the second milestone of the reform, and it follows the completion of milestone
137, related to the entry into force of the decree on the reduction of radio spectrum fees. It will be
followed by milestone 139, related to completion of assignment of the available spectrum in the
700 MHz and 800 MHz bands. The reform has a final expected date for implementation in Q1 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii. Decision No 337/ 13.10.2022 for adopting the results from the conducted public
consultation (Annex 2).

iii. Letters with ref. numbers 08-01-640-1/25.11.2022, 08-01-641-1/25.11.2022, 08-01-643-
1/25.11.2022 and 19-00-201-1/28.11.2022, informing the telecoms operators that the
authorizations to use spectrum in the 26 GHz band have been issued (Annex 6).

iv.  Copy of the permissions for the assignment rights in the 26 GHz spectrum band, specifying
the requirements and obligations (Annexes 7-10).

The authorities also provided:

V. Decision No 296/25.08.2022 of the National Regulatory Authority opening a public
consultation procedure (Annex 1).

vi. Decision No 338/13.10.2022 to announce a secret bidding tender for issuance of one
authorization to use block M (radiofrequency band 26700-26900 MHz) (Annex 3).
vii. Decision No 354 of 27.10.2022 for adopting the documentation for the tender (Annex 4).
viii.  Copy of tender documentation (Annex 5).
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Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The signing of contracts shall be preceded by the launch and completion of auctions and
communication of assignment of spectrum to operators in the 26 GHz band. The milestone is
further specified in the Operational Arrangements, which require that the permissions for the
assignment of rights are considered as equivalent to signature of contracts. The frequency band
shall be assigned based on criteria ensuring transparency and promotion of competition in
networks and underlying services.

The assignment of the rights of use in the 26 GHz spectrum band was preceded by a public
consultation in accordance with the Law on Electronic Communications. With decision No
296.25.08.2022 (Annex 1), the Communications Regulation Commission (“CRC”) opened a public
consultation on the intention to limit the number of authorisations in the frequency band 26 GHz to
10 in total, each for 200 MHz. Pursuant to Article 90, paragraph 2 in conjunction with Article 89,
paragraph 1 of the Law on Electronic Communications, the number of authorisations for which each
telecom operator could declare an ‘intention’ was three (maximum of 600 MHz). In establishing this
limit, the CRC took into account the regulatory policy for the management of radiofrequency
spectrum for civil needs and the available resources in the 26 GHz spectrum band. The objective
was to create conditions to promote competition in electronic communication networks and
services as well as to promote the efficient and effective use of the radiofrequency spectrum.

The results of the public consultation were adopted by Decision No 337/13.10.2022 (Annex 2).
Based on the results of the public consultation, there were no overlapping ‘intentions’ in nine out of
the announced ten spectrum blocks'. Therefore, the intentions for specific frequency blocks,
expressed by operators, was equal to the number of authorizations, which can be issued for them.
In line with Article 90, paragraph 4 of Law on Electronic Communications, in case the number of
submitted applications is equal to the number of the authorisations which can be issued, the CRC
can undertake actions to issue the authorisations directly (i.e. without carrying out a further auction
which would simply replicate the results of the public consultation). Decision No 337/13.10.2022,
made public on the website of the CRC, announced that the CRC would take the following actions,
pursuant to Art. 90, para. 4, item 2 of the Law on Electronic Communications:

e take actions to issue permits for those blocks for which there were no overlapping
intentions by operators;

e adopt a decision to announce a tender for frequency block M (frequency band - 26700 —
26900 MHz).

The CRC thus proceeded on the basis of Article 90, paragraph 4 of the Law on Electronic
Communication with the issuance of the authorisations for which the telecom operators expressed

10 “Networkrs Bulgaria” had also expressed intentions for three of the blocks which overlapped with those of

other operators. However, the company did not meet the eligibility requirements and was therefore excluded
from further participation in the procedure. In its decision, the Communications Regulation Commission
provided detailed justification explaining that, in line with the Regulatory policy for the management of the
radio frequency spectrum for civil needs, the frequency resource in the 26 GHz range is to be provided to
enterprises with already secured radio frequency spectrum with other authorizations and enterprises that
have the technical and financial capabilities to achieving good coverage and quality of the provided service by
upgrading and developing the existing networks.
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interest during the public consultation. The authorisations were issued on 17.11.2022 and the CRC
sent letters informing the operators about the issued authorisations on 28.11.2022.

For one of the ten spectrum blocks to be assigned (block M), two telecom operators initially
declared an ‘intention’ during the public consultation (A1 and Vivacom) (see Annex 2). As a result,
the CRC adopted a decision to announce an auction (Decision No 338/ 13.10.2022, Annex 3). The
announced auction was planned to be carried out by means of secret bidding and the CRC adopted
the required documentation to launch the auction (Decision No 354/27.10.2022, Annex 4).
However, only one application was submitted for participating in the auction (by the telecom
operator Vivacom) and holding an auction was thus no longer justified. The CRC therefore
proceeded with issuing an authorisation to Vivacom on 24.11.2022, which was communicated via a
letter on 28.11.2022.

As further specified in the Operational Arrangements, the permissions for the assignment of rights
are considered as equivalent to signature of contracts. As a result of the above procedures, the CRC
issued permissions for the assignment of rights (Annexes 7-10) to three telecoms operators based
on direct assignment.

The Council Implementing Decision required that the signing of contracts shall be preceded by the
launch and completion of auctions, and that the frequency band shall be assigned based on criteria
ensuring transparency and promotion of competition in networks and underlying services. Instead,
the CRC assigned the rights to use by means of direct assignment following a public consultation.
Whilst this constitutes a minimal substantive deviation from the requirement of the Council
Implementing Decision, it does not affect the progress towards the achievement of the reform that
this milestone represents. In particular, the telecom operators that participated in the public
consultation expressed interest in different of the 10 available spectrum blocks, and the number of
authorizations requested by operators was equal to the available spectrum blocks. On this basis and
in line with national legislation (Article 90, paragraph 4 of the Law on Electronic Communication
referred to above), the CRC issued the authorisations for which the telecom operators expressed
interest during the public consultation. Furthermore, with respect to one of the ten spectrum blocks
to be assigned and for which two telecom operators declared an intention during the public
consultation, the CRC did launch an auction. Nonetheless, given that that only one application was
ultimately submitted, the auction was no longer held. Therefore, the launch of an auction before
assigning the rights to use was deemed unnecessary given the lack of overlapping interest in nine
out of the ten spectrum blocks, and the absence of competing bidders in the auction launched for
the tenth spectrum block. Transparency and promotion of competition in networks and underlying
services has been ensured through the direct assignment following the public consultation, by
making publicly available all information at every stage of the process as well as though limiting the
maximum number of authorizations per operator, in line with the applicable legal framework and
established procedures.

As of this, this minimal deviation does not affect the progress towards achieving the reform that
this milestone represents. On this basis, it is considered that this constitutive element of the
milestone is satisfactorily fulfilled.

As per the description of the milestone, the rights of use were assigned in a way which ensured
transparency and the promotion of competition in the networks and the related services.

As concerns transparency, while the rights of use were not assigned based on an auction, the
applied procedure still ensures that assignment was done in a transparent manner, with all
information being made publicly available to all operators at all stages of the process and in line
with applicable rules. Firstly, the procedure followed by the CRC is established in the Law on
Electronic Communications, thus ensuring transparency and legal certainty. Secondly, the public
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consultation launched by means of Decision No 296/25.08.2022 provided the opportunity to all
interested parties to express their views on the planned intention of the CRC to limit the number of
authorisations to ten and allowed all telecoms operators to declare their ‘intentions’ to make use of
the spectrum blocks. In its Decision No 296/25.08.2022 announcing the public consultation (section
I1), the CRC also duly justifies the proposal in view of its regulatory policy, the need to ensure
competition in the networks and services and the need to guarantee efficient and effective use of
the spectrum. In addition, in the only block in which two telecom operators expressed interest, the
authorities took the necessary steps to launch an auction (even if based on the single application
that was filed, it was not necessary to hold it).

By limiting the maximum number of authorisations for which an undertaking could declare
intention to 3 (maximum of 600 MHz), the CRC created conditions to develop competition in
providing electronic communications networks and underlying electronic communications services
and promoting the efficient and effective use of radiofrequency spectrum.

Furthermore, in line with the description, the measure, foresees accelerated spectrum
assignment process in the 700 MHz, 2.6 GHz, 3.6 GHz and 26 GHz bands.

Bulgaria has been lagging behind with the spectrum assignment, which has been reflected in all
Digital Economy and Society Reports issued by the Commission since 2018. The inclusion of reform
C7.R2 in the plan has accelerated the process, which has been stagnating for many years. The
assighment ensures the efficient use of the spectrum for the development of 5G networks in
Bulgaria.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 162 Related Measure: C8.R1 - Strategic transport framework

Name of the Milestone: Strengthening the capacity to manage and implement TEN-T railways
projects

Qualitative Indicator: Independent audit completed

Context:

Milestone 162 is part of Reform C8.R1, which aims at enhancing the sustainability of transport,
through the update of Bulgaria’s national strategic framework. In the context of this reform, two
sub-measures are included, namely i) the development of the National Plan for the Development of
Combined Transport in Bulgaria by 2030, and ii) implementation of rail transport priorities
established under the National Development Programme Bulgaria 2030. As to the latter, the reform
shall result in a higher technical capacity to prepare and implement projects on the Trans-European
Transport Network (TEN-T) railways network.

The milestone concerns the completion of independent capacity audits of the responsible bodies
for transport investments, particularly the National Railway Infrastructure Company (NRIC), the
Road Infrastructure Agency (RIA) and the Ministry of Transport and Communication.

Milestone 162 is the second milestone or target of the reform, and it follows the completion of
milestone 161, related to the entry into force of the National Plan for the Development of
Combined Transport in Bulgaria by 2030. It will be followed by milestone 163 linked to the
implementation of capacity building measures in the bodies responsible for the investments in the
transport sector, which have to be in line with the conclusions of the audits. This reform also
includes milestones 164 and 165, related to the conclusion of a new Public Service contract (PSC)
for public rail transport services, as well as targets 166, 167 and 168, related to the deployment of
European Rail Traffic Management System (ERTMS) in TEN-T rail network lines, number of carried

117




passengers and reduction of travelling time, respectively. The reform has a final expected date for
implementation in Q2 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

ix.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

X. A copy of the audit report of 26 April 2023 issued by Grant Thornton assessing the
organisation, administrative and technical capacity of the Ministry of Transport and
Communications (MTC) and the National Railway Infrastructure Company (NRIC) to prepare
and implement TEN-T railways projects in line with EU objectives included in TEN-T
Regulation and RRP targets.

xi. A copy of the audit report of April 2023 issued by Proxima Consult EOOD assessing the
organisation, administrative and technical capacity of the Road Infrastructure Agency (RIA)
to prepare and implement TEN-T road projects in line with EU objectives included in TEN-T
Regulation and RRP targets.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities cover all
constitutive elements of the milestone.

The responsible bodies for transport investments, such as the National Railway Infrastructure
Company (NRIC), Road Infrastructure Agency, together with the Ministry of Transport and
Communication, shall be subject to an independent audit of their organisation, administrative and
technical capacity to carry out the management and coordination, tendering procedures, financial
management, monitoring, and internal quality control and reporting.

Two separate audits were conducted, one on the NRIC and the Ministry of Transport and
Communications (MTC) and another on the Road Infrastructure Agency (RIA).

For the first audit, concerning the NRIC and the MTC, the auditor was selected following the
procedure No. 00042-2022-0015, published on 16 December 2022, with the subject “Conducting an
independent audit of the capacity of the Ministry of Transport and Communications and the
National Railway Infrastructure Company for management and coordination of activities in
connection with the preparation and implementation of railway projects for the development of the
Trans-European Transport Network” (M3ebpweaHe Ha Hesasucum o0um Ha Kanayumema Ha
MuHucmepcmesomo Ha mpaHcnopma u cvobweHuama u HayuoHanAHa KoMnaHusA ,}Kene3onbmHa
UHpacmpykmypa” 3a ynpasaeHue u KOOpOUHAyus Ha OdeliHocmu, 8b8 8Pb3KA C M0020MOBKA U
U3nbaHeHUe Ha 3ene3onvmHU Mpoekmu 3a paszsumue Ha TpaHcesponelickama mpaHcnopmHa
mpexa). The contractor was the Ministry of Transport and Communications, which launched a
tender for the public procurement under the Public Procurement Act on 16 December 2022. Two
offers were received and the decision to award it to Grant Thornton LTD was taken on 27 February
2023. The procedure was concluded on 18 May. The tender procedure ensures that the company is
conducting the audit in an independent manner.

The audit report, completed by the independent auditor, was provided as evidence (see point ii
above).

For the second audit, concerning the RIA, the auditor was selected by [...] following procedure No.
00044-2023-0025, published on 27 February 2023, with the subject “Conducting an independent
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audit of the capacity of the Road Infrastructure Agency" (M38vpweaHe Ha Hezasucum odum Ha
Kanayumema Ha AeeHyus ,,[TemHa uHgpacmpykmypa). The contractor was the Ministry of
Transport and Communications, which launched a tender for the public procurement under the
Public Procurement Act on 27 February 2023. An offer was received and the decision to award it to
Proxima Consult EOOD was taken on 17 May 2023. The tender procedure ensures that the company
conducted the audit in an independent manner.

The audit report, completed by the independent auditor, was provided as evidence (see point iii
above).

The responsible bodies for transport investments, such as the National Railway Infrastructure
Company (NRIC), Road Infrastructure Agency, together with the Ministry of Transport and
Communication, shall be subject to an independent audit of their organisation, administrative and
technical capacity to carry out the management and coordination, tendering procedures, financial
management, monitoring, and internal quality control and reporting.

For the audit on MTC and NRIC (report listed in point ii of the list of evidence above): in point 2 of
the Introduction (page 7), the report provides a brief description of the subject of the audit,
specifying that “under the terms of the Technical Specifications for the public procurement
procedure {(...), the subject of the audit was the organisation, administrative and technical capacity
of the Ministry of Transport and Communications and the State Enterprise National Railway
Infrastructure Company to carry out their functions of management and coordination, public
procurement, financial management, monitoring and internal quality control and reporting on rail
projects on the TEN-T network, irrespective of their financing, with a view to achieving the objective
of establishing the core TEN-T rail network in the Republic of Bulgaria by 2030.”

Chapter | of the audit report concerning the NRIC and the MTC analyses the points mentioned
above for both entities, divided in different sections:

e Section 1 provides a general description of the key responsible rail investment institutions in
terms of their capacity to build the core TEN-T network in Bulgaria (page 8).

e Section 2 describes the existing organisation, administrative and technical capacity to
manage and coordinate activities. This section covers the MTC and NRIC. For both entities
the auditors describe their legal framework, internal rules and procedures, organisation of
work, administrative capacity and technical capacity (including, for example, the
identification of the administrative units that support the Minister of Transport and
Communications in the implementation of policies and an analysis on whether the
European funding is sufficiently used ) (pages 9 to 20).

e Section 3 describes the existing organisation, administrative and technical capacity to
organise and conduct public procurement procedures. Sub-section 3.1 focuses on MTC and
3.2 on NRIC and for both entities the report analyses the organisation of work, the
administrative capacity and the technical capacity (on pages 20 to 22). For MTC, it focuses
on ex-post controls for contracts awarded by the NRIC, but does not engage in prior control
or coordination of public procurement procedures. In addition, the Public Procurement
Control Unit is crucial for the administrative capacity concerning the control of public
contracts awarded by NRIC. For NRIC, there is a risk that its capacity may not be sufficient to
handle the expected increase in workload related to the core railway TEN-T network and
other projects by 2030.

e Section 4 describes the existing organisation, administrative and technical capacity for the
financial management of activities. Sub-section 4.1 focuses on MTC and 4.2 on NRIC and
for both entities the report analyses the organisation of work, the administrative capacity
and the technical capacity (pages 22 to 26). For the MTC, the Financial Management
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Department is responsible for monitoring expenditure from the national budget and the
financial management of European Union funds allocated to projects, including maintaining
the system of financial reporting of funds by the European Commission and the National
Fund Directorate of the Ministry of Finance. The MTC performs financial control functions
for projects, but does not engage in prior control or coordination of public procurement
procedures. For NRIC, the Financial Planning, Control and Payments Unit is responsible for
the financial management and control functions of projects co-financed by the ESIF in the
NRIC. It demonstrates a high degree of efficiency in its work, but there is a risk that its
capacity may not be sufficient to handle the expected increase in workload related to the
core railway TEN-T network and other projects by 2030.

Section 5 describes the existing organisation, administrative and technical capacity for monitoring,
internal quality control and reporting of activities. Sub-section 5.1 focuses on MTC and 5.2 on NRIC
and for both entities the report analyses the organisation of work, the administrative capacity and
the technical capacity (pages 26 to 33). One of the conclusions from this section is that the MTC and
NRIC lack a clear long-term vision and overall readiness to start the construction of all routes
included in the TEN-T core network, making it difficult to carry out an analysis of the potential
workload of staff and formulate clear performance indicators. In addition, the relatively high
vacancy rate in Project Preparation, Management and Implementation Units of NRIC, along with the
uncompetitive remuneration levels, contribute to a lack of staff with necessary qualifications and
professional experience, leading to difficulties in efficiently implementing planned activities and
achieving objectives related to the TEN-T core network projects.
For the audit on RIA (report listed in point iii of the list of evidence above): section Il sets out the
objectives and scope of the audit, stating that it “covers all the parts of the RIA with management
and coordination responsibilities, public procurement, financial management, monitoring and
internal quality control and reporting for TEN-T projects, regardless of the funding of the latter”. It
further adds that the subject of the audit was the organisation, administrative and technical
capacity to carry out these functions with a view to achieving the objectives for TEN-T projects on
the core network in the Republic of Bulgaria by 2030” (page 5).

e Pages 6 to 8 focus on the management and coordination of RIA.

e Pages 49 to 53 review the tendering procedures.

e Pages 13 to 38 and 54 to 55 audit the financial management of the activities related to the

construction of the main TEN-T railway network.
e Pages 8to 9 and 26 to 33 focus on the monitoring activities of RIA.
e Pages 56 to 64 review the internal quality control and reporting.

The audit concluded, among other points, that the administrative and technical capacity of the Road
Infrastructure Agency to manage and coordinate, public procurement procedures, financial
management, monitoring, and internal quality control and reporting on the Trans-European
Transport Network (TEN-T) is at a very good level; the availability of qualified experts is sufficient to
ensure the technical implementation of TEN-T projects, and the required number of experts in the
responsible directorates is sufficient to cover the workload; the coordination, financial
management, monitoring, and financial control processes are supported by procedures,
mechanisms, and arrangements that guarantee the lawful performance of tasks; the ongoing
training courses are being carried out to improve the qualifications of employees, and legislative
changes are also being made to clean up procurement processes.

The audit shall include the definition of the organisation, coordination, split of responsibilities
and resources (quantity and profile of staff, other technical resources) needed to prepare and
implement TEN-T projects in view of the objective of completing the TEN-T core network by 2030
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For the audit on MTC and NRIC: chapter Il of the report provides an analysis of the strategy and
description of the objectives for the implementation of the core trans-European rail network by 2030
in Bulgaria (pages 34 to 45) and chapter Ill provides conclusions whether the existing organisation,
administrative and technical capacity in the MTS and NRIC is adequate and sufficient to achieve the
2030 targets (pages 46 to 48). The auditors concluded that while the MTC and NRIC have generally
established the conditions for planning, managing, and coordinating the activities for the
construction of the TEN-T core rail network, there are significant challenges that question the
overall efficiency of the activities and the country's ability to complete the core network by 2030. In
terms of organisation and coordination, the auditors found that the MTC has the necessary units in
place, which are well structured and generally staffed, with internal rules and procedures to support
ongoing work. Concerning the split of responsibilities and resources, the auditors observed that the
MTC has a generally positive administrative capacity with low staff turnover and necessary human
resources for current work levels. However, they pointed out that an increase in the volume of
activities could pose a major challenge, particularly for the Directorate of Coordination of
Programmes and Projects, which is responsible for implementing activities funded by European
programs. The auditors also noted a lack of specialists with specific professional training in the field
of railway construction. For the NRIC, the auditors reported serious weaknesses in administrative
capacity, with the company struggling to attract new staff and facing high staff turnover, loss of
motivation, and an unfavorable age structure of qualified employees. To implement TEN-T projects
in view of the objective of completing the TEN-T network by 2030, the audit report recommends
actions in the area of Activity Planning and Coordination, Organisation and Coordination of
Activities, Strengthening Administrative Capacity and Strengthening Technical Capacity.

For the audit on RIA: the report provides in chapter 4 an analysis of the functions and tasks of the
administrative structures of the RIA for the management, monitoring and control of TEN-T projects,
identifying the relevant internal units (pages 22 to 29). Chapter 6 identifies the main findings in
terms of organisations and structure (page 48), administrative and technical capacity (pages 49 to
54), and financial management and control (pages 54 and 55). In view of the objective of
completing the TEN-T core network by 2030, it concludes that an analysis of the structure of the
administration did not reveal inconsistencies or contradictions with the legal Acts in place on the
structure, operation and organisation of the work of the RIA and the organisational structure of the
Road Infrastructure Agency. It underlines that the structure of RIA is adequately organised at the
level of the Directorate and Units to ensure that the RIA performs its functions. Coordination,
financial management, monitoring, financial control, internal control processes are underpinned by
procedures, mechanisms and arrangements that guarantee the lawful performance of the tasks. It
also concludes that a sufficient number of qualified staff are available and ongoing training courses
are being carried out to improve the qualifications of employees.

The milestone in the Council Implementing Decision is further specified in the Operational
Arrangements, which require that the audit report shall include recommendations for
improvement in terms of administrative capacity and organization to meet the TENT objectives
and targets.

Following the analysis, chapter IV of the audit on MTC and NRIC (pages 49 to 51) makes proposals
for measures to change the organisation and/or strengthen the administrative and technical
capacity of the MTS and NRIC, addressing the requirement of the milestone.

For the Ministry of Transport and Communications, the audit report emphasizes the importance of
enhancing administrative and organizational capacities to meet the TEN-T objectives. The report
suggests that the MTC must coordinate better with NRIC and other stakeholders for effective
project planning and implementation. It calls for establishing clear action plans with milestones, a
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financial framework for resource allocation, and legislative changes to address formal and legal
barriers. Additionally, the MTC should strengthen its methodological role in public procurement and
monitoring, and set up a comprehensive system for progress reporting. By attracting and retaining
qualified professionals through improved remuneration and career advancement opportunities, and
by updating training and performance appraisal systems, the MTC can build the necessary
administrative capacity to ensure the successful completion of the TEN-T core network by 2030.

For the NRIC, the report highlights the need for organizational restructuring and capacity building to
achieve TEN-T targets. It recommends filling vacant positions urgently, particularly in areas critical
to project implementation, and securing additional qualified staff to address identified bottlenecks.
The NRIC should also focus on improving coordination with the MTC and enhancing technical
controls through comprehensive IT solutions and the involvement of external experts. By exploring
successful practices in other Member States and implementing integrated project management
tools, the NRIC can better manage and control project implementation. Moreover, the report
encourages the exploration of measures to increase staff remuneration linked to performance to
attract skilled professionals to the railway sector. Strengthening administrative and technical
capacities in these ways is crucial for the NRIC to effectively contribute to the development of
Bulgaria's core TEN-T network infrastructure.

Regarding RIA, the audit report provides (pages 54 to 56) recommendations on public procurement
and human resources to improve administrative capacity and organisation. The audit report
concludes that the RIA has a very good level of administrative and technical capacity to manage,
coordinate, and report on the TEN-T projects. The agency has sufficient qualified experts to
technically implement TEN-T projects and the workload is adequately covered by the number of
experts in the responsible directorates. The procedures and mechanisms in place ensure lawful task
performance in areas such as coordination, financial management, monitoring, and internal quality
control. Legislative changes are underway to streamline procurement processes, and the RIA
maintains ongoing training to enhance employee qualifications.

However, the report identifies areas for improvement to better meet TEN-T objectives and targets.
It recommends standardizing public procurement control measures and documentation across all
administrations involved in TEN-T projects to minimize irregularities and speed up implementation.
In terms of human resources management, the report suggests establishing a system for monitoring
staff turnover, setting up feedback and grievance procedures, and clarifying confidentiality
obligations. It also highlights the need for new incentive structures to address high staff turnover,
developing a workload measurement system, and providing specialized training for staff in design,
environmental assessment, and HR management, which are crucial for adapting to current trends
and technologies. These recommendations aim to enhance the RIA's capacity to manage and
implement TEN-T projects efficiently, with a view towards completing the TEN-T core network by
2030, thus ensuring that the RIA's human resources procedures are updated and staff are
adequately equipped and motivated to carry out their roles effectively.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 173 Related Measure: C8.R3 - Sustainable urban mobility

Name of the Milestone: Integration of sustainable urban mobility into territorial strategies and
development planning

Qualitative Indicator: Entry into force of Integrated Territorial Strategies and

ime: 2022
Integrated Municipal Development Plans Time: Q3 20

Context:

The measure aims to promote sustainable urban mobility, by including elements of sustainable
urban mobility into the territorial strategies for the development of NUTS 2 (Nomenclature of
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Territorial Units for Statistics) planning regions and integrating Sustainable Urban Mobility Plans
into Municipal Development Plans, as well as assessing their implementation.

Milestone 173 consists of: i) the preparation and entry into force of Integrated Territorial Strategies
for the development of six NUTS 2 planning regions, with the inclusion of elements of sustainable
urban mobility at regional level. They shall define the development objectives and priorities of each
planning region as well as the measures necessary for their implementation; ii) the preparation and
entry into force of Integrated Municipal Development Plans with Sustainable Urban Mobility Plans
included therein.

Milestone 173 is the first step of the implementation of the reform, and it will be followed by
milestone 174, related to the evaluation of the implementation of Sustainable Urban Mobility Plans.
The reform has a final expected date for implementation on 31 March 2026.

Following the completion of this milestone, in line with the description of the measure in the
Council Implementing Decision, Bulgaria will support 20 municipalities with approved Sustainable
Urban Mobility Plans by purchasing clean urban public transport zero-emission vehicles and
installing charging infrastructure. This is a further step that is not linked to the milestones and
targets of this reform, but it is required by investment C8.17 “Green mobility - pilot scheme to
support sustainable urban mobility” in the Council Implementing Decision.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii.  Copies of the Integrated Municipal Development Plans adopted by the Municipal Councils.

iii.  Copies of the Sustainable Urban Mobility Plans adopted by the Municipal Councils.

iv.  Excel table with links to the public websites of the urban municipalities where the
Integrated Municipal Development Plans and the sustainable urban mobility plans are
published.

v.  Excel table with links to the public websites of the urban municipalities where the municipal
council decisions on the adoption of Integrated Municipal Development Plans and the
sustainable urban mobility plans are published.

vi.  Copies of the adopted Integrated Territorial Strategies for development of the NUTS 2
planning regions.

vii. Links to the website of the Ministry of Regional Development and Public Works where the
Integrated Territorial Strategies for NUTS 2 planning regions are published. The links are
outlined below:

ITS North-West region;
ITS North-Central region;
ITS North-East region;
ITS South-East region;
ITS South-West region;
ITS South-Central region

viii. Decisions n. 896, 897, 898, 899, 900 and 901 of the Council of Ministers on 16 November
2022, indicating the adoption of the Integrated Territorial Strategies. The decisions can be
accessed at the following links:

Decision Ne 896;
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https://www.mrrb.bg/bg/integrirana-teritorialna-strategiya-za-razvitie-na-severozapaden-region-za-planirane-ot-nivo-2-prieta-s-rms-896-ot-16-11-2022-g/
https://www.mrrb.bg/bg/integrirana-teritorialna-strategiya-za-razvitie-na-severen-centralen-region-za-planirane-ot-nivo-2-prieta-s-rms-897-ot-16-11-2022-g/
https://www.mrrb.bg/bg/integrirana-teritorialna-strategiya-za-razvitie-na-severoiztochen-region-za-planirane-ot-nivo-2-prieta-s-rms-898-ot-16-11-2022-g/
https://www.mrrb.bg/bg/integrirana-teritorialna-strategiya-za-razvitie-na-yugoiztochen-region-za-planirane-ot-nivo-2-prieta-s-rms-899-ot-16-11-2022-g/
https://www.mrrb.bg/bg/integrirana-teritorialna-strategiya-za-razvitie-na-yugozapaden-region-za-planirane-ot-nivo-2-prieta-s-rms-900-ot-16-11-2022-g/
https://www.mrrb.bg/bg/integrirana-teritorialna-strategiya-za-razvitie-na-yujen-centralen-region-za-planirane-ot-nivo-2-prieta-s-rms-901-ot-16-11-2022-g/
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=180311

Decision Ne 897;
Decision Ne 898;
Decision Ne 899;
Decision Ne 900;
Decision Ne 901.
ix.  Copy of the State Gazette n. 93 of 22 November 2022, indicating the entry into force of the
Integrated Territorial Strategies for development of the NUTS 2 planning regions.

The authorities also provided:

X. Link to the Partnership Agreement 2021-2027 between the European Commission and
Bulgaria, reporting the definition of rural municipalities in Bulgaria:
https://www.eufunds.bg/bg/node/10509

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The milestone refers to preparation and entry into force of: Integrated Territorial Strategies for
the development of NUTS 2 (Nomenclature of Territorial Units for Statistics) planning regions with
inclusion of elements of sustainable urban mobility.

On 16 November 2022, the Council of Ministers adopted the Integrated Territorial Strategies for the
development of NUTS 2 planning regions, hereafter referred to as ‘Integrated Territorial Strategies’.
In accordance with article 13 of the Regional Development Act, the six ‘Integrated Territorial
Strategies’ were approved on proposal of the Minister of Regional Development and Public Works
after the approval of the respective Regional Development Councils. The ‘Integrated Territorial
Strategies’ officially entered into force on 22 November 2022, through their publication in State
Gazette n. 93 of 22 November 2022.

The Bulgarian authorities have provided links to the websites where the six ‘Integrated Territorial
Strategies’ have been published, as well as links to the decisions of the Council of Ministers. As
explained in detail below, all six ‘Integrated Territorial Strategies’ include elements of sustainable
urban mobility.

Integrated Municipal Development Plans with sustainable urban mobility plans included therein.
[...] Municipalities’ Sustainable Urban Mobility Plans shall be part of the Integrated Municipal
Development plans.

Furthermore, in line with the description of the measure, at least 20 municipalities shall approve
Sustainable Urban Mobility Plans in order to be supported by a purchase of clean urban public
transport zero-emission vehicles and installation of charging infrastructure.

The Integrated Municipal Development Plans, hereafter referred to as ‘Development Plans’, were
adopted by the municipal councils on proposal of the mayor of the municipality, in accordance with
article 13 of the Regional Development Act. The municipal councils’ decisions to approve the
respective Development Plans determine their effective entry into force. The Bulgarian authorities
have provided a list reporting links to the websites of the municipalities where Development Plans
have been published. When a separate Sustainable Urban Mobility Plan was adopted, further links
to the adoption decisions of the Sustainable Urban Mobility Plans and copies of the separate
‘Mobility Plans’ were provided.
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As the focus of the milestone is the inclusion of sustainable urban mobility into territorial strategies
at regional level and development planning at municipal level, only the Development Plans of urban
municipalities were submitted and considered for the purpose of the assessment. The Bulgarian
authorities provided evidence for the distinction between urban and rural municipalities in the
country. According to the national definition, included in page 71 of the Partnership Agreement
between the European Union and Bulgaria, a rural municipality includes only settlements with
population less than 15 000 inhabitants. There are 265 municipalities in Bulgaria: among those, 50
have more than 15 000 inhabitants and are therefore considered as urban. All the 50 urban
municipalities have adopted their ‘Development Plan’.

26 urban municipalities for which specific needs were identified developed and adopted their
‘Mobility Plans’ as separate strategic documents. Furthermore, two urban municipalities included
their ‘Mobility Plans’ as annexes to the ‘Development Plans’. The municipal councils’ decisions to
approve the respective Mobility Plans, or the respective Development Plans containing the Mobility
Plans as annexes, determine their effective entry into force.

The Council Implementing Decision required that Municipalities’ Sustainable Urban Mobility Plans
shall be part of the Integrated Municipal Development Plans. However, 26 out of the 50 urban
municipalities developed and published their ‘Mobility Plans’ as separate strategic documents,
instead of including the Mobility Plans in their Integrated Municipal Development Plans. Whilst this
constitutes a minimal formal deviation from the requirement of the Council Implementing Decision,
this minimal deviation is acceptable because the Mobility Plans are developed and approved by the
respective municipality, following a very similar procedure to the one for the adoption of
Development Plans. Adopting Mobility Plans as separate documents does not lead to any legal or
practical difference compared to including them in the development plans, as they have the same
legal force for municipalities. Mobility Plans elaborate on the priorities and elements for sustainable
urban mobility and transport connectivity identified in the Development Plans, hence the two plans
are nonetheless complementary and closely linked. Hence, the decision to adopt these plans as
separate documents is perfectly acceptable and sensible, considering also that Mobility plans are
complex and detailed enough to be drafted as standalone documents. As of this, this minimal
deviation does not affect the progress towards achieving the reform that the milestone represents.
On this basis, it is considered that this constitutive element of the milestone is satisfactorily fulfilled.

The Integrated Territorial Strategies of the NUTS 2 level planning regions shall define the
development objectives and priorities of each of the six planning regions as well as the measures
necessary for their implementation. Integrated Territorial Strategies shall include elements for
sustainable urban mobility planning at regional level.

The Integrated Territorial Strategies incorporate sectoral strategies at regional level, covering
economic development, transport, health, education, science, social services, water resources,
energy, broadband, tourism, and environment. Developed through discussions with stakeholders,
they assess the economic, social, and environmental status of each region, generate development
forecasts, and establish goals and priorities for regional development of the planning regions. The
objectives and priorities of the planning regions are outlined in Chapter 3 of each Integrated
Territorial Strategy. The objectives specifically related to transport and urban mobility, as well as
the measures necessary for their implementation, are outlined in detail below.

As regards the requirement that the Integrated Territorial Strategies shall include elements for
sustainable urban mobility planning at regional level, in chapter 3 of each Integrated Territorial
Strategy, the section “Connectivity and accessibility - Transport directions and connectivity in the
ITS” involves a comprehensive assessment of the state of transport at regional level, focusing on
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sustainable urban mobility planning. On this basis, an integrated set of investments and measures
aimed at achieving defined objectives is proposed and outlined for each region below. These
measures encompass improvements in road, rail, air, and water transport links, as well as better
access to the national transport network and corridors at the regional level. They focus on
enhancing the quality of transport infrastructure and traffic management systems, developing
parking and intelligent transport systems, and promoting environmentally friendly options. The
strategies also prioritize the development and improvement of public urban transport systems,
including infrastructure, equipment, and new rolling stock.

ITS North-East region: Priorities in Chapter 3 [page 139]. Development objectives related to
transport and sustainable urban mobility outlined in specific objectives 3.1 and 3.2 [pages 149-153].

ITS North-West region: Priorities in Chapter 3 [page 130]. Development objectives related to
transport and sustainable urban mobility outlined in specific objective 3.3 [pages 148-149].

ITS South-East region: Priorities in Chapter 3 [page 146]. Development objectives related to
transport and sustainable urban mobility outlined in specific objective 3.3 [page 157].

ITS South-West region: Priorities in Chapter 3 [page 146]. Development objectives related to
transport and sustainable urban mobility outlined in specific objective 3.3 [page 157, 162].

ITS North-Central region: Priorities in Chapter 3 [page 140]. Development objectives related to
transport and sustainable urban mobility outlined in specific objective 3.2 [page 150-153].

ITS South-Central region: Priorities in Chapter 3 [page 143]. Development objectives related to
transport and sustainable urban mobility outlined in specific objective 3.3 [page 159, 162].

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C8.12: European Train Control System on-board

Number: 187 .
equipment

Name of the Milestone: Mechanism of selection of supported rail operators for ERTMS/ETCS on-
board equipment

Qualitative Indicator: Identification and ranking of the rail undertakings

Time: 2022
eligible for on-board installation of ETCS on-board equipment Ime: Q3 20

Context:

Milestone 187 is part of Reform C8.12, aiming at equipping electric trains with the European Rail
Traffic Management System (ERTMS) - European Train Control System (ETCS), a single digital
European signalling and speed control system, which ensures the interoperability of national rail
systems.

This investment is about the installation of interoperable track-side ETCS equipment on 89 electric
locomotives and electric multiple-units. It entails two steps:
e selecting beneficiaries (i.e. railways undertakings), based on a criteria of efficiency and cost
effectiveness; information of the eligible railway undertakings, which is covered under
milestone 187;

e Contracting, delivery and installation of the ETCS equipment in the selected rolling stock,
covered under milestone 188 and targets 189 and 190.
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Milestone 187 is the first milestone of the investment and will be followed by milestone 188, which
includes the signature of contracts following a tender for the installation of the ETCS equipment.
Targets 189 and 190 refer to the number of rolling stock in which the ETCS equipment is installed and
in operation, with timelines for completion in Q2 2025 and Q2 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive elements)
was satisfactorily fulfilled.

ii. Report issued by the Ministry of Transport and Communications indicating (i) the outcome of
the market consultation to get data from railway carriers related to rolling stock which can be
upgraded with ERTMS on-board equipment, (ii) the distribution mechanism and the criteria
used for the selection of beneficiaries, (iii) the list of eligible beneficiaries, and (iv) the final
ranking of beneficiaries (market consultation report)

iii. Letters from operators indicating the eligible rolling stock (letters from carriers)

iv. A copy and link to the publication in the national public procurement platform (CAIS EOP)
https://eumis2020.qgovernment.bq/bq/s/800c457d-e8be-4421-8ed9-
9e78d0a75c39/Procedure/InfoEnded/760ba882-f7b9-4020-8f5f-06cd8a555ce5 (publication of
the tender)

v. Documentation and annexes of the procedure for the selection of proposals concerning
tender BG-RRP-8.014 Implementation of the European system for train management (ERTMS)
on board zero-emission highway equipment electric locomotives and zero-emission electric
locomotives that operate on the conventional railway network of the Republic of Bulgaria
(tender documentation)

vi. A copy of the evaluation report issued by the Ministry of Transport and Communications
following the selection procedure and the list of all undertaking selected.

vii. A copy of the award decision by the Ministry of Transport and Communications to authorize
the award of funds to selected applicants.

viii. A copy and link to the publication of the awards in the national public procurement platform
(CAIS EOP) and in the Official Journal of the European Union (OJEU)
https://2020.eufunds.bg/bg/0/0/EvalSessionResult?Programmeld=A3JgNXQLXvL7cl7UnFwcjA
%3D%3D&Procedureld=FevcCTYT1f6MyWhT9pMdzg%3D%3D&ResultType=2vPCiUHWYkIcGk
80CLK9dA%3D%3D&ShowRes=True

ix. A copy of the signed declarations by the selected undertakings on compliance with the
specific conditions listed in the CID annex.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The milestone refers to the selection process to distribute funds among rail undertakings
(beneficiaries) that includes the following steps:
i) market consultation to get data from railway carriers related to rolling stock which can be
upgraded with ERTMS on-board equipment;

A market consultation was conducted to get data from railway carriers related to rolling stock which
can be upgraded with ERTMS on-board equipment. The process of market consultation is described in
the market consultation report (evidence ii), and started by identifying the beneficiaries of the
measures, which are the rail carriers operating passenger and freight transport on the rail network in
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Bulgaria (section |, page 3). On 18 November 2022, a meeting was held between the deputy Minister
of Transport and Communications and the potential beneficiaries about the process and the intention
to purchase and install the equipment in one procurement procedure. A follow-up meeting took
place on 22 December 2022 to inform about the general terms and the methodology for the
evaluation of the proposals from the final recipients. The Ministry of Transport requested information
on the rolling stock that could be upgraded with ETCS on-board equipment to all carriers registered
for rail transport operations in Bulgaria on 30 January 2023. A copy of the letter to carriers sent on 27
January 2023 is included as Annex 2 of the market consultation report (evidence ii). The report also
includes the results of the market consultation, which states that replies were received from nine
carriers (evidence i, section Ill, page 4). Five carriers declared rolling stock that met the conditions for
the procedure.

ii)  elaboration of a clear mechanism for distribution of funds among the beneficiaries, based
on criteria of efficiency and cost effectiveness;
iii) identification of eligible beneficiaries, and ranking based on the criteria of efficiency and
cost effectiveness;
An open, public and non-discriminatory competitive tender procedure for the selection of railway
undertakings to benefit from the programme shall be performed.

An open, public and non-discriminatory competitive tender procedure was launched for the selection
of railway undertakings under the title “Implementation of the ERTMS for on-board equipment of
zero-emission electric locomotives and zero-emission electric trains, which operate on the conventional
railway network of the Republic of Bulgaria” (evidence iv, ‘publication of the tender’). The procedure
was published on the Information System for Management and Monitoring of EU Funds in Bulgaria
(EUMIS) on 6 June 2023 with a deadline for the submission of proposals until 31 July 2023. The results
of the evaluation process are also published in the same platform.

As part of the application guidelines for the procedure, a methodology and criteria for the evaluation
of proposals is presented in evidence v, ‘tender documentation’, particularly in its Annex 10.

This methodology sets a clear mechanism for distribution of funds among the beneficiaries which is
based on criteria of efficiency and cost effectiveness by applying technical and financial elements in
the evaluation of the proposals from the carriers (section Il, criteria 1.1, 1.2 and 2, pages 11 to 19 of
Annex 10 of the tender documentation, evidence v).

Criteria 1.1 of section Il (evidence v, tender documentation, Annex 10, page 11) takes into account the
average market share of the rail operator, which is defined as the sum of the train kilometres in the
previous four years and the estimated number of train kilometres for 2023 (the year the tender was
launched), divided by the total number of train kilometres travelled and forecasted by all carriers for
the same period. The calculations are adjusted for carriers that have been in the market for less than
five years and for carriers newly licensed to operate only as of 2023. Criteria 1.2 of section Il (tender
documentation, Annex 10, page 16), sets the formula applied to determine the number of units of
rolling stock for each carrier, with the purpose of elaborating a list of applicants and eligible number
of rolling stock to be equipped according to their market share. Criteria 2 of section Il (tender
documentation, Annex 10, page 21) outlines the technical assessment of the information provided by
all applicants on the specific rolling stock proposed for ETCS on-board equipment. There are four
specific points being assessed: i) the age of the rolling stock; ii) the period since the last renewal or
upgrading of the rolling stock; iii) whether the proposed rolling stock is designed to install ERTMS on-
board equipment; and iv) the average estimated annual mileage of operation for the rolling stock over
the next 10 years (on the basis of the information in the carrier’s business plan). This information is
presented by each carrier together with a business plan for a 10-year period.
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To identify whether a beneficiary is eligible for the distribution of funds, carriers must satisfy criteria
related to administrative compliance and eligibility, set out in section | of the tender documentation,
Annex 10 (page 2), which is divided in three sub-sections. Sub-section I.1 lists the criteria for the
administrative compliance of the proposals, which includes the submission of the application form by
a legal representative of the applicant. Sub-section 1.2 sets the eligibility criteria for applicants, such as
the condition that the applicant and its representatives are operating within the law (pages 3 to 10).
Finally, sub-section I.3 identifies the criteria for assessing the eligibility of the proposed activities, such
as a final date for the implementation of the investment of 31 March 2026 and the obligation that the
equipped rolling stock carries out at least 50 % of its annual total mileage in Bulgaria.

Section IV of Annex 10 of the tender documentation (page 24) sets out the rules for the ranking of
candidates up to the total amount of funding under the procedure and is based on criteria of
efficiency and cost effectiveness. The classification of proposals is done by applying as a basis the
market share of the carrier and, for each carrier, listing the proposed and approved rolling stock
together with the corresponding points resulting from the application of the evaluation methodology.
The rolling stock is ranked until 108 units are included in the list. The compliance with the criteria of
efficiency and cost effectiveness is ensured by equipping the units which receive the highest points in
the technical assessment and by capping the maximum amount of support for each locomotive (BGN
551.229) and electric multiple unit (BGN 708.832).

In this context, a business plan shall be provided by each beneficiary, justifying the minimum
number of train kilometres per year to be operated using the equipment. Information regarding the
provision of own funding shall also be provided (since beneficiaries are expected to fund 50% of the
total cost).

As part of the eligibility criteria defined in the tender documentation, Annex 10, the applicants shall
provide a 10-year business plan for each rolling stock unit by filling out Annex 5 of the tender
documentation where an indication of the minimum number of train kilometres per year to be
operated using the equipment is included.

Additionally, the requirement for own funding is addressed as part of the eligibility criteria defined in
Annex 10 of the tender documentation, section 1.2, point 6 (page 8), which requires the applicant to
provide a declaration whereby the provision of own funding to cover 50% of the total costs is
indicated.

Each railway undertaking selected shall declare that the rolling stock eligible for the installation of
ERTMS on-board equipment under this programme is to be in regular operation for at least 10 years
after installation.

This element is addressed in Annex 10 of the tender documentation, on page 23, which indicates that
“the carrier declares that the rolling stock proposed for equipment and meeting the conditions of this
procedure will be in regular operation for at least 10 years after its installation. Undeclared rolling
stock shall be removed from the list”.

Only existing, zero emission, electric rolling stock with a residual economic life of at least 10 years
shall be equipped. If there is a justified reason for not operating a unit for a minimum of 10 years,
beneficiaries shall undertake to transfer the on-board equipment to another zero-emission rolling
stock on its own account, to be operated at least for the remaining time by the end of the 10 years.

The requirements listed above are addressed as part of the eligibility criteria defined in Annex 10 of
the tender documentation, section 1.2, points 7 and 8 (pages 8 and 9). Point 7 states that “for
equipment under the procedure, only existing zero-emission electric rolling stock with a residual
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lifetime of at least 10 years is proposed”, which is verified by Annex 2 of the tender documentation to
the application form for the procedure (specifically in point 4 of section 4), by the list of rolling stock
submitted by the applicant and by the business plan for each unit. Point 8 indicates that “the
applicant commits to transfer at its own expense the on-board equipment to other zero-emission
rolling stock to be operated by it at least for the remaining time until the end of the 10-year period if
there is a valid reason for not operating a rolling stock for at least 10 years”, which is verified by
Annex 2 of the tender documentation (specifically in point 5 of section 4).

The selected rolling stock for support shall be transferred to the next public service contract
operator at market price excluding/net of the aid received by the beneficiary.

This requirement is addressed as part of the eligibility criteria defined in Annex 10 of the tender
documentation, section 1.2, point 10 (page 9) whereby the applicant declares in Annex 2 of the tender
documentation that “if the rolling stock selected for support is sold/transferred to a subsequent
operator, this will be done at a market price which does not include the aid received”.

All licensed and certified railway undertakings in Bulgaria shall be eligible to participate in the
procedure.

The eligibility criteria set out in Annex 10 of the tender documentation defines that all licenced and
certified railway undertaking operating in Bulgaria are eligible to participate in the procedure,
including carriers newly licensed, for which the average market share is determined according to the
number of train kilometres planned under the carrier’s business plan (page 14 of Annex 10 of the
tender documentation).

Identification and ranking of the rail undertakings eligible for on-board installation of ETCS on-
board equipment

The evaluation process for selecting eligible rolling stock for the installation of ETCS on-board
equipment involved an assessment carried out by a designated committee (evidence vi). Initially, by
Order No 401/04.08.2023, the committee was tasked with evaluating and ranking proposals
submitted by rail carriers for the implementation of investments in deploying the European Train
Control System on-board equipment. Following the deadline for applications, four project proposals
were deemed eligible after undergoing administrative compliance, eligibility assessment, and
technical and financial evaluation phases. These proposals, submitted by PIMK Rheal EAD, TABD
Freight EAD, BDZ Cargo EOOD, and BDZ Passenger Services EOOD, collectively offered a total of 89
rolling stock units. Each proposal outlined the rolling stock units offered for ETCS installation, along
with any additional activities required to adapt them for ERTMS implementation. All four project
proposals were deemed eligible for funding.

Subsequently, the Ministry of Transport and Communications authorized the award of funds to the
selected applicants based on the evaluation outcomes (evidence vii). The award decision, outlined in
the official document, allocated funding amounts to each of the four applicants in accordance with
their approved proposals. PIMK Rhel EAD, TABD Cargo EAD, BDZ Cargo EOOD, and BDZ Passenger
Services EOOD were granted funding.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 214 Related Measure: C10.R1: Accessible, effective and predictable justice

Name of the Milestone: Entry into force of the legislative amendments to the Legal Assistance Act

Qualitative Indicator: Provisions in the law indicating the entry into force of

Time: Q4 2022
legislative amendments to the Legal Assistance Act ime: Q
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Context:

The measure aims to improve the accessibility, effectiveness and predictability of the justice
system. To improve access to justice, the reform includes legislative measures to broaden the scope
of free legal assistance and exemptions from court fees.

Milestone 214 concerns the entry into force of the legislative amendments to the Legal Assistance
Act. These amendments broaden the scope of legal assistance and widen the circle of persons
eligible for legal assistance. They also provide for exemptions from court fees for the individuals
who have been granted legal assistance.

Milestone 214 is the second milestone of the reform, and it follows the completion of milestone
213, related to the adoption of a roadmap by the Council of Ministers for the implementation of
judgments of the European Court of Human Rights. It will be followed by milestone 215 on entry
into force of the legislative amendments to the Administrative Procedure Code, setting the legal
framework for e-Justice in administrative cases, and target 216 on the publication of four annual
analyses of the implementation of the e-justice rules in the Civil Procedure Code and the Criminal
Procedure Code. The reform has a final expected date for implementation on 31 March 2026.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii.  Copy of the publication in the State Gazette No. 102 of 23 December 2022 of the
amendments to the Legal Assistance Act, and a link to the State Gazette
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=181907;

iii.  Copy of the ‘Analysis of legal assistance — threshold and conditions for access to legal
assistance and quality of legal assistance’, adopted at the meeting of the National Legal Aid
Bureau on 29 June 2022.

The authorities also provided:

iv. The version of the Code of Administrative Procedure before the amendments;
V. The version of the Code of Administrative Procedure after the amendments;

vi. The version of the Code of Civil Procedure before the amendments;
vii. The version of the Code of Civil Procedure after the amendments;

viii. A protocol of the meeting of the National Legal Aid Bureau held on 29 June 2022;
ix. A version of the Legal Assistance Act reflecting the amendments.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The legislative amendments to the Legal Assistance Act entered into force.
The amendments to the Legal Assistance Act were published in the State Gazette No. 102 of 23

December 2022. According to Article 5(5) of the Constitution of the Republic of Bulgaria, laws enter
into force three days after their publication in the State Gazette. Consequently, the amendments to
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the Legal Assistance Act entered into force on 27 December 2022.

The amendments shall be based on an analysis on extending the types of free legal assistance, the
reasons for granting legal assistance and the exemptions from court fees for the individuals that
have been granted legal assistance, as follows:

The Bulgarian authorities provided a copy of the “Analysis of legal assistance — threshold and
conditions for access to legal assistance and quality of legal assistance” (hereinafter referred to as
the “Analysis”), complemented by a protocol from a meeting of the National Legal Aid Bureau from
29 June 2022, when the Analysis was approved. According to the information provided on page 1 of
the Analysis, the Analysis considers the findings of the Commission’s Rule of Law Report of 2020,
the National Representative Survey on the need for legal assistance in Bulgaria for the period 2015-
2017, the Evaluation of the Application of the Legal Assistance Act for the period 2013-2017, as well
as data from the National Statistical Institute and Eurostat.

The Analysis takes into account the existing legal framework before the amendments that entered
into force on 27 December 2022. In particular, prior to the amendments of 27 December 2022,
Article 21 of the Legal Assistance Act provided that the types of legal assistance were:

(i) consultation with a view to reaching a settlement prior to the commencement of court
proceedings or the bringing of a case, including consultation under Chapter 5a, which
concerns the provision of legal assistance through the national legal assistance phone and
at a regional counselling centre;

(ii) preparation of documents for filing a lawsuit;

(iii) representation in judicial procedures;

(iv) representation in detention under Article 72(1) of the Ministry of the Interior Act, under
Article 16a of the Customs Act and under Article 124b(1) of the State Agency for National
Security Act.

Furthermore, prior to the amendments of 27 December 2022, according to Article 22 of the Legal
Assistance Act, the reasons for granting legal assistance in the forms of consultation and
preparation of documents covered the following cases:

(i) persons and families eligible for monthly assistance under the procedure laid down in
Articles 9 and 10 of the Rules for the Implementation of the Social Assistance Act;

(i) persons and families eligible for support with targeted heating aid for the previous or
current heating season;

(iii) persons using social or integrated health and social services for residential care, pregnant
women and mothers at risk of abandoning their children using social services to prevent
abandonment;

(iv) children placed in foster or family of relatives or relatives in accordance with the Child
Protection Act;

(v) a child at risk within the meaning of the Child Protection Act;

(vi) persons under Articles 143 and 144 of the Family Code and of persons under the age of 21,
in accordance with Council Regulation (EC) No 4 of 2009 of 18 December 2008 on
jurisdiction, applicable law, recognition and enforcement of decisions and cooperation in
matters relating to maintenance obligations (0OJ L 7/1 of 10 January 2009) and the
Convention on the International Recovery of Child Support and Other Forms of Family
Maintenance (OJ L 192/51 of 22 July 2011);

(vii) victims of domestic or sexual violence or trafficking in human beings who lack the means
and wish to be assisted by a lawyer;

(viii) persons seeking international protection under the Asylum and Refugees Act, for
whom the provision of legal aid is not due to any other legal basis;
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(ix) foreigners subject to a coercive administrative measure and foreigners accommodated in a
special accommodation facility for the temporary accommodation of foreigners under the
procedure laid down in the Foreigners in the Republic of Bulgaria Act who lack the means
and wish to avail themselves of the protection of a lawyer;

(x) persons who have been refused or revoked the status of stateless person in the Republic of
Bulgaria or the proceedings for granting stateless status have been terminated under the
Foreigners in the Republic of Bulgaria Act, who lack the means and wish to avail themselves
of the protection of a lawyer.

Lastly, prior to the amendments of 27 December 2022, Article 83 of the Civil Procedure Code
provided that no fees and costs of proceedings shall be paid:
(i) by claimants, employees and members of cooperatives, in actions arising from employment
relationships;
(i) by claimants in maintenance claims;
(iii) in actions brought by a public prosecutor;
(iv) by the plaintiff, in actions for tort or delict arising from an offence which has been the
subject of a final judgment;
(v) by the special representatives appointed by the court of a party whose address is unknown.

The Analysis covers the extension of the types of free legal assistance on pages 5 to 7. According to
the Analysis, the existing legislation at the time of drafting the Analysis limits the types of legal
assistance only to judicial proceedings (consultation, preparation of documents and representation)
and does not provide the possibility for legal assistance in out-of-court or administrative
procedures. The Analysis sets out the effective access to justice also before an out-of-court dispute
resolution bodies as a key objective and mission of the National Legal Aid Bureau. Based on the
findings of the National Representative Survey on the need for legal aid in Bulgaria for the period
2015-2017, the Analysis states that numerous complaints by Bulgarian citizens in relation to services
provided by administrative authorities, utility operators, traders of consumer goods and credit
institutions could be resolved in out-of-court procedures, which are faster, cheaper, and simpler
than litigation but for which, before the amendments, no legal assistance was provided under the
national legislation. The Analysis therefore identifies the possibility for legal amendments to include
consultation and/or preparation of documents and representation before non-judicial bodies, such
as the State Agency for Refugees, the Commission for Protection against Discrimination, the
Commission for Consumer Protection, which can promote access to justice by providing faster
means of redress through the use of out-of-court remedies and safeguard the rights of citizens at an
early stage, so as to prevent possible litigation. Non-judicial bodies also include arbitration and
mediation bodies as alternatives to judicial procedures. The Analysis notes that the EU Mediation
Directive (Directive 2008/52/EC) promotes out-of-court methods as a means of alternative dispute
resolution. The Analysis therefore concludes that the types of free legal assistance should be
extended to representation in procedures before administrative bodies and other out-of-court
dispute resolution procedures such as arbitration and mediation.

Furthermore, the Analysis covers the extension of the reasons for granting legal assistance on
pages 7 and 8, to include new categories of beneficiaries. In particular, the Analysis explores
reasons for granting legal assistance such as the need of international protection, as well as physical
and mental disabilities. The Analysis takes into account the aim of the UN Convention on the Rights
of Persons with Disabilities to promote, protect and ensure the full and equal enjoyment of all rights
by all persons, regardless of any long-lasting physical, mental, or sensory impairment. In that
regard, the Analysis considers that amendments are necessary given the obligation of the State,
stemming from international and national legislation, to provide persons with disabilities with
effective access to justice and legal protection, including in the area of their social rights, in all forms
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of discrimination, violence and abuse. The Analysis therefore concludes that vulnerable persons
who need protection from the state on grounds linked to international protection, physical and
mental disabilities should be eligible also for legal assistance.

Lastly, the Analysis covers the exemptions from court fees for the individuals who have been
granted legal assistance on pages 8 to 9. In particular, the Analysis considers that having to pay
court fees could be a deterrent for citizens belonging to vulnerable groups who have been granted
legal assistance to initiate proceedings and could therefore represent an additional barrier to access
to justice. The Analysis also points to the good practice of other European countries of exempting
citizens benefiting from free legal assistance from court fees. The Analysis concludes that an
exemption from court fees should be provided by law for all individuals who have been granted
legal assistance.

The amendments are based on the Analysis and are implementing the recommendations included
in it as they extend the types of free legal assistance, the reasons for granting legal assistance and
introduce exemptions from court fees for the individuals that have been granted legal assistance,
which are also requirements under the milestone and are assessed in more detail below.

The amendments shall broaden the scope of legal assistance to cover representation: before
courts of arbitration and for out-of-court dispute resolution and mediation, as follows:

The amendments of 27 December 2022 concerning Article 21 of the Legal Assistance Act add to the
types of legal assistance ‘representation in out-of-court-proceedings’, thus broadening the scope of
the legal assistance in this particular regard.

The definition of representation in extrajudicial procedures is introduced by Paragraph 14 of the act
amending the Legal Assistance Act, which amends Paragraph 1 of the Additional provisions of the
Legal Assistance Act, by providing that “representation in extrajudicial procedures” s
representation in administrative criminal proceedings, proceedings for issuing an individual
administrative decision, proceedings to challenge an individual administrative decision, arbitration
and mediation.

The representation before courts of arbitration falls within the arbitration, mentioned expressly in
the definition. Similarly, the representation for mediation falls within the mediation proceedings,
which are also explicitly mentioned. In addition, Article 25(7) of the Legal Assistance Act provides
for legal assistance for representation in a mediation procedure during judicial proceedings. The
more general term of out-of-court dispute resolution, which is included in the milestone, covers
both of the above-mentioned procedures of arbitration and mediation.

The amendments are therefore based on the Analysis as the Analysis concludes that the types of
free legal assistance should be extended to representation in procedures before administrative
bodies and other out-of-court dispute resolution procedures such as arbitration and mediation.

The amendments shall broaden the scope of legal assistance to cover representation before
special administrative bodies, including the State Refugees Agency, the Commission for
Protection against Discrimination and the Consumers’ Protection Commission, as follows:

As per the above, the definition in Paragraph 1 of the Additional provisions of the Legal Assistance
Act of “extrajudicial procedures”, which now can also benefit from legal assistance as per the
amended Article 21, covers representation in administrative criminal proceedings, proceedings for
issuing an individual administrative decision and proceedings to challenge an individual
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administrative decision.

In particular, the State Agency for Refugees under the Council of Ministers is a state body with
special competence in the field of implementation of the state policy for granting international
protection according to Articles 46, 47 and 48 of the Asylum and Refugees Act and its chairperson,
pursuant to Article 75 of the Asylum and Refugees Act, issues decisions which are individual
administrative acts. The Commission for Protection against Discrimination, pursuant to Articles 40
and 50 of the Law on Protection against Discrimination, is a state body with special competence for
prevention of discrimination, protection against discrimination and ensuring equality of
opportunities, before which proceedings initiated on complaints of affected persons. The
Commission for Consumer Protection is a state body with special competence in consumer
protection by virtue of Article 165 of the Consumer Protection Act and according to Article 165,
para. 4, pointé the Chairman has the right to issue individual administrative acts. The Social
Assistance Agency and its structures have a special competence for the implementation of the state
policy in the field of social assistance to persons from vulnerable social groups according to Article 5
of the Social Assistance Act and the individual administrative acts issued by the directors of the
Social Assistance Directorates according to Article 13 of the Social Assistance Act, concerning the
social rights of citizens, may be challenged administratively before a superior administrative body -
Regional Social Assistance Directorates.

Thus, special bodies such as the State Refugees Agency, the Commission for Protection against
Discrimination and the Consumers’ Protection Commission, are state administrative bodies of the
executive power. They are competent to issue individual administrative acts concerning citizens'
rights as well as administrative punitive decrees for the imposition of fines in accordance with the
Law on Administrative Offences and Penalties. Hence, representation before these bodies is now
also covered by the Legal Assistance Act.

The amendments are therefore based on the Analysis as the Analysis concludes that the types of
free legal assistance should be extended to representation in procedures before administrative
bodies and other out-of-court dispute resolution procedures such as arbitration and mediation.

The amendments shall also widen the circle of persons eligible for legal assistance to include
disabled persons receiving monthly allowance in accordance with the Law on Integration of
Disabled Persons and individuals for whom a request for placement under guardianship has been
filed, as follows:

The new point 12 of Article 22(1) adds to the circle of people eligible for free legal assistance
disabled persons receiving monthly allowance in accordance with the Law on Integration of
Disabled Persons, whose monthly income is insufficient to authorise a lawyer. The link with the
monthly income is justified by the fact that the allowance under the Law on Integration of Disabled
Persons does not take into account the financial situation of the disabled person, the latter yet
being vital for assessing one’s need of free legal assistance. In particular, according to Article 69 of
the Law on Integration of Disabled Persons, the financial support for people with disabilities consists
of two components: (i) monthly financial support according to the degree of disability; (ii) targeted
benefits according to the type of disability. Pursuant to Article 70 of the Law on Integration of
Disabled Persons, the right to monthly financial support for people with permanent disabilities over
the age of 18 is determined based on the degree of the disability.

The new point 11 Article 22(1) adds to the circle of people eligible for free legal assistance persons,
for whom placement under guardianship is sought, and persons placed under guardianship.
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Lastly, as this is a recommendation under the Analysis, the amended Article 22(1)(8) provides that
free legal assistance shall be provided to persons seeking or receiving international protection or
benefiting from temporary protection under the Act on Asylum and Refugees, for whom the
provision of legal assistance is not due to another legal ground.

Therefore, the amendments widening the circle of persons eligible for legal assistance are based on
the Analysis and cover (i) disabled persons receiving monthly allowance in accordance with the Law
on Integration of Disabled Persons, (ii) individuals, for whom placement under guardianship is
sought, and (iii) persons seeking or receiving international protection or benefiting from temporary
protection under the Act on Asylum and Refugees. This is in line with the findings of the Analysis as
these groups of persons are considered as vulnerable and according to the Analysis, should
therefore be eligible for legal assistance.

The amendments provide for exemptions from court fees for the individuals who have been
granted legal assistance, as follows:

The new point 6 of Article 83(1) of the Civil Procedure Code provides that fees and costs in court
proceedings shall not be paid by persons who have been granted legal assistance in the case under
the terms of Article 23(2) of the Legal Assistance Act, which provides that the legal assistance
system covers cases where the accused, the defendant or the party in a criminal, civil or
administrative case does not have the means to pay for a lawyer, wishes to have one and the
interests of justice so require. In these cases, no further assessment is made as to whether the
court should exempt a party from paying legal fees and costs because the conclusion is implied
through the granting of legal assistance.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 228 Related Measure: C10.R4: Strengthening insolvency procedures

Name of the Milestone: Entry into force of legislative amendments to the Commercial Law with
regards to the insolvency and restructuring procedures

Qualitative Indicator: Provisions in the Commercial Law indicating the entry

Time: 2022
into force of the amendments ime: Q3 20

Context:

Milestone 228 is part of reform C10.R4, whose objective is to increase the efficiency of insolvency
and restructuring procedures. This shall be achieved by adopting legislative amendments to the
Commercial Law in transposition of Directive (EU) 2019/1023 and follow-up measures,
implementing the provisions of the law.

Milestone 228 requires the entry into force of amendments to the Commercial Law for the
transposition of Directive (EU) 2019/1023, which shall provide for early warning tools, facilitating
the insolvency and restructuring procedures, duties of the directors in case of likelihood of
insolvency, a possibility for electronic exchange of information, legal guarantees for the registration
of the actual management addresses and stricter regulation of the profession of insolvency
practitioners.

Milestone 228 is the first step of the implementation of the reform, and it will be followed by
milestone 229, related to the completion of further measures to implement the reform of the
insolvency framework. The reform has a final expected date for implementation on 30 June 2023.

Evidence provided:
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In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone was satisfactorily fulfilled.

ii.  Copy of the publication in the State Gazette No. 66 of 1 August 2023 of the law amending
and supplementing the Commercial Law, adopted by the Parliament on 20 July 2023,
hereinafter referred to as “amendments to the Commercial law”.

ii.  Areport by the Ministry of Justice (submitted unofficially on 6 October 2023)
demonstrating, for each provision of Directive (EU) 2019/1023, the national provision(s)
ensuring its transposition.

The authorities also provided:

iv.  Copy of the publication in the State Gazette No. 103 of 12 December 2023 of the Ordinance
of 7 December 2023 on early warning tools and access to information of enterprises in the
event of probability of insolvency.

v.  Copy of the publication in the State Gazette No. 93 of 7 November 2023 of Regulation No. 9
of 30 October 2023 laying down the conditions and procedures for the submission by the
Supreme Judicial Council of the information referred to in Article 24 (2) of Regulation (EU)
2015/848 of the European Parliament and of the Council of 20 May 2015 on insolvency
proceedings, as well as data on insolvency proceedings, stabilisation and repayment of
obligations. https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=201041

vi.  Copy of the publication in the State Gazette No. 106 of 22 December 2023 of the ordinance
amending and supplementing Ordinance No. 3 of 2005 on the procedure for the selection,
gualification and supervision of insolvency practitioners, hereinafter referred to as
“amendments to the regulation on insolvency practitioners”.

vii.  Code of Ethics of Insolvency Practitioners and Trustees, approved by Order No. LS-04-480 of
the Minister of Justice of 18 December 2023.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Entry into force of amendments to the Commercial Law for transposition of Directive (EU)
2019/1023, which shall provide for early warning tools [...].

The law amending the Commercial Law for the transposition of Directive (EU) 2019/1023 was
adopted by the Parliament on 20 July 2023 and was published in the State Gazette No. 66 of 1
August 2023. According to the general rule of Article 5(5) of the Constitution of the Republic of
Bulgaria, laws enter into force three days after their publication in the State Gazette, and as there is
no special provision on entry into force in the law amending the Commercial Law, it entered into
force on 5 August 2023.

The requirement from the Council Implementing Decision is linked to Article 3 of the Directive (EU)
2019/1023, which requires Member States to ensure that debtors have access to one or more clear
and transparent early warning tools which can detect circumstances that could give rise to a
likelihood of insolvency and can signal to them the need to act without delay.

The Council Implementing Decision required that the early warning tools are introduced with the
amendments to the Commercial Law. However, the new Article 761(3) of the Commercial Law,
which entered into force on 5 August 2023, provides that an ordinance by the Council of Ministers
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on early warning tools and access to information for enterprises shall be adopted, meaning that the
more substantive rules would be introduced in the ordinance, which is secondary legislation. The
Ordinance on early warning tools and access to information of enterprises in the event of
probability of insolvency (hereinafter referred to as the “EWT Ordinance”) was approved by Decree
No. 269 of 7 December 2023, published in the State Gazette No. 103 of 12 December 2023, and
entered into force on the date of its publication in the State Gazette, on 13 December 2023. The
EWT Ordinance entered into force on this date with the exception of the provisions of Article 8,
points 2 and 3, and Articles 9, 10, and 11, which enter into force 12 months after the publication, on
14 December 2024, in accordance with paragraph 4 of the Transitional and Final Provisions of the
EWT Ordinance. Whilst introducing the more detailed and substantive rules in secondary legislation,
instead of the Commercial Law, constitutes a minimal formal deviation from the requirement of the
Council Implementing Decision, it concerns internal procedures of Bulgaria, in particular the
distribution of matters to be regulated by primary and secondary legislation. In line with Article 3(1)
of the Law on Normative Acts, the law is a normative act that regulates primarily or on the basis of
the Constitution public relations that are amenable to permanent regulation, concerning a specific
subject matter or specific persons in one or more the areas of the law. In line with Article 3(2) of the
Law on Normative Acts, the law may provide for the issuance of a by-law to regulate other relations
on the subject matter of the law. The EWT Ordinance is such a by-law, which in line with Article 7(2)
of the Law on Normative Acts, is a normative act issued for the implementation of individual
provisions or subdivisions of a normative act of a higher degree.. As the early warning tools include
a wide range of tools such as information technology systems, guidelines, consultation services, and
training programmes, taking into account the dynamism characterising business developments,
more regular updating of the early warning toolkit is considered necessary by Bulgaria. Regulating
the different tools at the level of a law, which covers only relations amenable to more permanent
regulation, would restrict the flexibility necessary for the regulation of the early warning tools, and
thus to meet the objective of the reform, which is to increase the efficiency of insolvency and
restructuring procedures. As of this, this minimal deviation does not affect the progress towards
achieving the reform that the milestone represents.

Article 8, points 2 and 3, and Articles 9, 10 and 11 of the EWT Ordinance, which, as explained above,
enter into force 12 months after the publication of the EWT Ordinance in the State Gazette,
concern more concretely some of the early warning tools administered by the executive agency for
the promotion of small and medium-sized enterprises (hereinafter referred to as the “Agency”). In
particular, Article 8, points 2 and 3 and Articles 10 and 11 of the EWT Ordinance concern the Agency
administering the provision of general guidelines and advice to enterprises regarding the
possibilities for establishing the probability of insolvency and for taking relevant preventive
measures, as well as the provision of specialized consulting services in the field of business
management, accounting, finance and law by consultants. Article 9 of the EWT Ordinance concerns
the web-based electronic information system for self-assessment for early warning in case of
probability of insolvency. Whilst this constitutes a minimal temporal deviation from the
requirement of the Council Implementing Decision, the delay between the publication of this
ordinance and the entry into force of Article 8, points 2 and 3, and Articles 9, 10, and 11 is
considered both limited and proportional, notably as the twelve-month period is needed to allow
the Agency to develop the capacity to administer these early warning tools, in particular by
preparing the general guidelines for enterprises, by contracting external experts with acquired
professional qualification and legal capacity in the relevant field and by developing the web-based
electronic information system. Given the wide-ranging and complex nature of these actions, as well
as the lack of competence of the Agency to implement these before the entry into force of the
relevant provisions of the EWT Ordinance, the length of period of the delay is necessary for the
Agency to comply with Article 8, points 2 and 3, and Articles 9, 10, and 11 of the EWT Ordinance.
Moreover, the certainty of application and of the beginning of legal effects to take place follows
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from the adoption and publication of the EWT Ordinance, published in the State Gazette on 12
December 2023, and the concrete deadline of 12 months as of the publication of the State Gazette,
which gives a reasonable assurance that the provisions will enter into force and that all the
preparatory actions, needed for the provisions to be applied, will be finalised by 12 December 2024
when Articles 8, points 2 and 3, and Articles 9, 10, and 11 of the EWT Ordinance will enter into force
without any need for a further legislative action by the Bulgarian authorities. On this basis, it is
considered that this constitutive element of the milestone is satisfactorily fulfilled.

Entry into force of amendments to the Commercial Law for transposition of Directive (EU)
2019/1023, which shall provide for [...] facilitating the opening and conducting of insolvency and
restructuring procedures [...].

Insolvency procedures

Directive (EU) 2019/1023 does not include any requirement linked to facilitation of opening and
conducting of insolvency proceedings and therefore this element from the milestone is not directly
linked to the Directive.

With regard to facilitating the opening of insolvency proceedings, Bulgaria has introduced the
following amendments to the Commercial Law.

The amendments to Article 613a(1) specify general norms regarding the deadlines for filing appeals
against judicial acts in the proceedings. Specifically, it is envisaged that the deadlines now start
running from the publication of the acts in the Commercial Register, as a faster and more secure
way of communication than the delivery of individual notices under the order of the Code of Civil
Procedure.

Similarly, according to the amendments to Article 679(2), the service of notices and the summoning
of debtor and creditors in connection with the proceedings on a request for annulment of a decision
of a meeting of creditors now need to be made through an announcement in the Commercial
Register, which is a faster and more secure way of communication than the delivery of individual
notices.

Moreover, according to the amendments to Article 629, the applications for opening insolvency
proceedings of the debtor and of the creditors against the same debtor, are now examined within
one common proceeding. This provision allows for streamlining the opening of the insolvency
proceedings and reducing the costs to the interested parties.

With regard to facilitating the conducting of insolvency proceedings, Bulgaria has introduced the
following amendments to the Commercial Law.

The changes introduced in Article 632 limit the duration of the insolvency proceedings, in cases
where the debtor has no property, or it is insufficient to cover the costs of the insolvency
proceedings and the funds for these costs have not been advanced by the interested parties.
Following the amendment, a temporary suspension (stay) on this ground will now only be allowed
once in the proceedings, to avoid protracted and pointless insolvency proceedings.

The new Article 639b(3) introduces the possibility of preliminary cashing by the insolvency
practitioner of an asset of a debtor with the permission of the court. This helps covering the
expenses necessary for the development of the insolvency proceedings, if they are not paid by the
interested parties. As such the amendment facilitates the execution of smooth and uninterrupted
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insolvency proceedings, preventing the possibility of multiple and unlimited suspensions.

The amendments to Art. 638 introduce exceptions to the rule for suspending the established
individual forced execution under the Code of Civil Procedure on the debtor's property, in cases
where there is already an announced buyer. They enable the quick satisfaction of the insolvency
creditors from the sale’s receipts and help avoiding selling the same asset later on, during the
insolvency proceedings and the related costs with it.

Article 693a introduces standardized forms of the application for lodging the claims and for the lists
of accepted and unaccepted claims, distribution accounts and reports prepared by the insolvency
practitioner, the declarations and consent of the insolvency practitioner under Article 656(1)-(2), as
well as for his or her logbook. This streamlining and standardisation reduces the administrative
burden to creditors, speeds up the procedure for presentation and acceptance of claims, and
provides guidance and support to the work of insolvency practitioners.

The new Section Il “Electronic public auction. Scope and specific rules” in Chapter Forty-six provides
for the possibility of selling the property from the insolvency estate through an electronic public
auction. Electronic public auctions are better suited to achieve optimal bidding prices and allow the
insolvency practitioner to simultaneously conduct multiple sales of different objects from the
insolvency estate. Therefore, the amendment contributes to improving the transparency and
efficiency of the process for property liquidation.

Restructuring procedures

The element of facilitation of opening and conducting of restructuring proceedings is also linked to
Article 4 of Directive (EU) 2019/1023, which requires that where there is a likelihood of insolvency,
debtors have access to a preventive restructuring framework that enables them to restructure, with
a view to preventing insolvency and ensuring their viability, without prejudice to other solutions for
avoiding insolvency, thereby protecting jobs and maintaining business activity. Concerning the
preventive restructuring proceedings Bulgaria has adopted, as set out further below, a reform of
the existing stabilisation proceedings to ease access for traders to these proceedings.

With regard to facilitating the opening of restructuring proceedings, Bulgaria has introduced the
following amendments to the Commercial Law.

Article 769 and Article 770, which set out the contents of the necessary documents for opening a
restructuring procedure, have been amended and supplemented, improving the layout and clarity
of the requirements. In line with Article 8 of Directive (EU) 2019/1023, the amendments to the
Commercial Law introduce the requirement that a stabilization plan with a predefined structure
should be annexed to the application documents, aiming to improve the quality of the document.
For example, the proposed plan should contain a reasoned statement of how the stabilization plan
will prevent the insolvency of the trader and ensure the viability of its activity, providing for the
necessary prerequisites for the success of the plan.

Moreover, according to the new Article 770(9), the Minister of Justice and the Minister of Economy
are entitled to jointly approve practical guidelines for the preparation of a stabilization plan, which
are published on the official websites of the Ministry of Justice, the Ministry of Economy and
Industry, the Ministry of Innovation and Growth and the Executive Agency for Promotion of Small
and Medium Enterprises. Such practical guidelines are envisaged in Article 8 of Directive (EU)
2019/1023 and are expected to improve the access to stabilization procedures, including for micro,
small or medium enterprises, by providing uniform advice at the start of the restructuring process,
thus increasing the chances for a successful stabilization plan. The Minister of Justice, the Minister
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of Economy and Industry and the Minister of Innovation and Growth approved the ordinance on the
practical guidelines for the preparation of a stabilization plan on 17 January2024, which entered
into force on the same day of its approval. The guidelines are part of milestone 229, which requires
the implementation of measures under the insolvency framework, and as such they will be assessed
as part of milestone 229.

With regard to facilitating the conducting of restructuring proceedings, envisaged in Article 5, 6 and
7 of Directive (EU) 2019/1023, Bulgaria has introduced the following amendments to the
Commercial Law.

Pursuant to the amendments in Article 772(1), the appointment of a trustee to supervise or take
partial control over the debtor's activities is no longer mandatory. Instead, the necessity for a
trustee and his or her capacity should be assessed on a case-by-case basis by the court, taking into
account the debtor's needs. The new Article 772(2) that allows the trustee to be proposed by the
debtor, also aligns the appointment of the trustee with the debtor’s interests. These amendments
provide more flexibility as to the role of the trustee in the restructuring procedure, thus facilitating
the process overall.

The figure of the supervisory authority, which before the amendment of Article 796(2) was
appointed by the court with the decision to approve the stabilization plan, with the powers under
Article 700a to give prior consent for carrying out listed transactions and actions by the debtor's
authorities, is eliminated with the Commercial Law amendments (amended Article 796(2)). This
elimination of the supervisory authority reduces the costs for the debtor and provides more
freedom to the debtor and hence facilitates conducting the restructuring procedures by making
them more efficient and flexible.

New provisions in Article 770(2) and in Article 795a regulate and protect new financing from an
existing or new creditor for the implementation of the stabilization plan, as well as interim financing
from an existing or new creditor necessary to continue the trader's business or to preserve or
increase the value of his/her business. These financial transactions are protected from being
cancelled or considered void in case the trader becomes insolvent.

Article 776 concerning restrictions of trader’s activity in restructuring proceedings has been
amended. Following the amendments, only some, and not all, activities of the trader, and only in
clearly described cases, may be restricted and be made subject to prior consent of the trustee.
Under Article 776(3), management of assets shall be limited to some, and not all assets, an only if it
has been established that with his or her actions the trader can worsen his or her financial
situation/difficulties. Similarly, the scope of application of Article 776(4) and (5) has been limited to
some and not all pecuniary obligations of the trader to be accepted or performed with the prior
consent of the trustee. The amendments provide more freedom and speed in the decision making
of the trader, if the actions are deemed to be aligned with the financial interests of the enterprise,
thus facilitating the restructuring procedures.

A mechanism, referred to as cross-class cram-down in Article 11 of Directive (EU) 2019/1023, has
been created by an amendment to Article 790(3) of the Commercial Law, to accept the stabilization
plan even without the consent of all affected creditors. In Article 790(3) the institution of forced
imposition of the stabilization plan has been introduced when the required majority of the
creditors' votes pursuant to Article 789(3) is not present for each creditor class. The court may
approve the stabilization plan if all other prerequisites for equal treatment and protection of the
interests of all creditor classes are satisfied. By overcoming the veto of minority creditor classes, the
amendments facilitate the adoption of the stabilization plan— a crucial step in the stabilization
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proceedings, and ensure continued business operation without jeopardizing the interests of
creditors.

To allow for quick and effective implementation of the stabilization plan approved by the court,
Article 790(6) has been amended to include a new provision which establishes that the appeal of
the stabilization plan does not stop its implementation. Therefore, the amendment prevents a
protracted start of the stabilization plan’s implementation, thus facilitating the conducting of
restructuring procedures.

The Council Implementing Decision required the entry into force of amendments to the Commercial
Law for the transposition of Directive (EU) 2019/1023, which shall provide for facilitating the
conducting of restructuring procedures. Instead, paragraph 109 of the Law amending the
Commercial Law, amends Article 189(1)-(4) of the Tax and Social Insurance Procedure Code is,
allowing the minister of finance, under certain conditions, to reduce the principal of public state and
municipal receivables within the restructuring proceedings and according to the stabilization plan.
The amended Article 189(2) of the Tax and Social Insurance Procedure Code stipulates that the
conditions for prohibition of reduction, rescheduling or postponement of public obligations in the
restructuring proceedings must not be less favourable than the conditions set out for other
creditors within the same class of creditors of public obligations. This amendment provides a level
playing field for all creditors, including the state, and increases the possibility for reaching an
agreement on the stabilization plan, thus facilitating the conducting of stabilization procedures.
Whilst this constitutes a minimal formal deviation from the requirement of the Council
Implementing Decision, these new provisions were necessarily introduced via amendments to the
Tax and Social Insurance Procedure Code, considering that the Code lays down the procedures for
collecting public receivables. The amendments are introduced in the primary legislation and are
legally binding. As of this, this minimal deviation does not affect the progress towards achieving the
reform that the milestone represents. On this basis, it is considered that this constitutive element of
the milestone is satisfactorily fulfilled.

Entry into force of amendments to the Commercial Law for transposition of Directive (EU)
2019/1023, which shall provide for [...] duties of the directors in case of likelihood of insolvency

[...]

This element is linked to Article 19 of the Directive, which requires that, where there is a likelihood
of insolvency, directors have due regard, as a minimum, to the following: (a) the interests of
creditors, equity holders and other stakeholders; (b) the need to take steps to avoid insolvency; and
(c) the need to avoid deliberate or grossly negligent conduct that threatens the viability of the
business.

Through the amendment to the Commercial Law, Bulgaria has introduced the new Article 6203, in
force as of 5 August 2024, which provides that in the presence of an imminent risk of insolvency and
taking into account the interests of creditors, partners, shareholders and the sole owner of the
trader's capital, as well as the employees, the ‘authorities of the trader’ (as explained below) shall
take all necessary actions to avoid the trader's insolvency and over-indebtedness, as well as not to
jeopardise the viability of the enterprise intentionally or with gross negligence.

The corporate bodies of each trader differ depending on the type of the trader, but in accordance
with Articles 76, 99, 135, 159, 163, 156 and 160n of the Commercial Law, include directors or

relevant persons managing the company in line with Article 19 of the Directive.

Entry into force of amendments to the Commercial Law for transposition of Directive (EU)
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2019/1023, which shall provide for a [...] possibility for electronic exchange of information and
documents in the insolvency, restructuring and discharge of debt procedures [...].

The Council Implementing Decision required entry into force of amendments to the Commercial
Law for transposition of Directive (EU) 2019/1023, which shall provide for a possibility for electronic
exchange of information and documents in the insolvency, restructuring and discharge of debt
procedures. This element is linked to Article 28 of the Directive, which requires that in procedures
concerning restructuring, insolvency and discharge of debt, the parties to the procedure, the
practitioner and the judicial or administrative authority are able to perform by use of electronic
means of communication, including in cross-border situations, at least the following actions: (a)
filing of claims; (b) submission of restructuring or repayment plans; (c) notifications to creditors; (d)
lodging of challenges and appeals. Under Article 34 (1) of the Directive, the provisions necessary to
comply with points (a), (b) and (c) of Article 28 shall be adopted and published by 17 July 2024 and
the provisions necessary to comply with point (d) of Article 28 shall be adopted and published by 17
July 2026.

Bulgaria has introduced the possibility for electronic exchange of information and documents in all
civil proceedings with amendments to Articles 38 and 38a and the newly introduced Articles 102a to
102h of the Civil Procedure Code, which were published in the State Gazette on 20 December 2020
and entered into force on 30 June 2021 in accordance with paragraph 22 of the Transitional and
Final provisions of the law amending the Civil Procedure Code, published in the State Gazette on 29
December 2020. The amendments provide that delivery of messages may be carried out at an
electronic address for service chosen by the party through (i) the single portal for electronic justice,
(ii) qualified electronic registered mail service, or (iii) the system for secure electronic delivery under
Article 26(2) of the Law on Electronic Government. The amendments also provide specific rules for
persons who performed a procedural action in electronic form or in the single portal for electronic
justice, which relate to the possibility to accept electronic statements and electronic documents
from the court in the case in the proceedings before the relevant instance or before all instances.
The amendments also provide that all procedural actions of the parties may be carried out in
electronic form, unless due to their nature this is impossible or provided by law performing them in
another way, and the courts are obliged to accept them provided that the requirements of the law
are met. These procedural actions of the parties include the actions referred to in Article 28 of the
Directive, that is (a) filing of claims; (b) submission of restructuring or repayment plans; (c)
notifications to creditors; (d) lodging of challenges and appeals. The amendments to the Civil
Procedure Code, introducing the possibility for electronic exchange, are directly applicable in
procedures under the Commercial Law, including insolvency, restructuring and discharge of debt, by
virtue of Article 621 of the Commercial Code, published in the State Gazette on 18 June 1991 and in
force since 1 July 1991. That provision provides that insofar as there are no special provisions in part
four of the law, covering insolvency and discharge of debt, the provisions of the Civil Procedure
Code shall apply accordingly, and by virtue of Article 768 of the Commercial Code, published in the
State Gazette on 30 December 2016 and in force since 1 July 2017, which provides that insofar as
there are no special provisions in part 5 of the law covering restructuring, the provisions of the Civil
Procedure Code shall apply accordingly. The amendments to the Civil Procedure Code therefore
apply to electronic exchange of information and documents in the insolvency, restructuring and
discharge of debt procedures as there are no special provisions in the Commercial Law restricting
the electronic exchange of information in these procedures.

Whilst the fact that those amendments have been introduced via the Civil Procedure Code and not
via the Commercial law constitutes a minimal substantive deviation from the requirement of the
Council Implementing Decision it is acceptable as it follows the general principle of subsidiarity for
procedures in the Commercial Code. According to that principle, the rules of the Civil Procedure
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Code are applicable unless special provisions are included in the Commercial Law, thus ensuring
consistency in line with the legislative approach in Bulgaria. Furthermore, this does not affect the
progress towards strengthening insolvency and restructuring procedures through the legislative
amendments for transposition of Directive (EU) 2019/1023, including on electronic exchange of
information and documents in insolvency, restructuring and discharge of debt procedures. As of
this, this minimal deviation does not affect the progress towards achieving the reform that the
milestone represents. On this basis, it is considered that this constitutive element of the milestone
is satisfactorily fulfilled.

Entry into force of amendments to the Commercial Law for transposition of Directive (EU)
2019/1023 shall provide for [...] legal guarantees for traders to register the actual management
addresses when registering companies [...].

The Council Implementing Decision states that the entry into force of amendments to the
Commercial Law for transposition of Directive (EU) 2019/1023 shall provide for legal guarantees for
traders to register the actual management addresses when registering companies. However,
Directive (EU) 2019/1023 does not include a requirement linked to legal guarantees for traders to
register the actual management addresses when registering companies and therefore this element
from the milestone is not directly linked to the Directive.

The Bulgarian authorities have taken into account the context of the reform that aims to increase
the efficiency of insolvency and restructuring procedures and the milestone itself, which is linked to
the entry into force of legislative amendments to the Commercial Law. In particular, they have
introduced a legal guarantee that ensures that the responsible court for insolvency and
restructuring proceedings is the one competent on the basis of the actual management address of
the registered company. In this respect, the amendments of Article 613(1) and Article 765 of the
Commercial Law, in force as of 5 August 2023, provide that the competent court for insolvency and
restructuring proceedings is no longer determined according to the latest registered management
address but according to the one registered no later than six months before the date of submission
of the application for opening the insolvency or restructuring proceedings. As such, given that an
address is to be registered no later than six months before the opening of insolvency or
restructuring proceedings, it is considered that it accurately indicates the actual address of the
company, rather than a different address intended to determine the court responsible for
insolvency or restructuring proceedings. On this basis, changes to the address that have taken place
within the six months before the date of submission of application are not taken into account for
determining the competent court.

This amendment contributes to limiting the possibility of misuse of the registered address. It
eliminates the possibility of registering a management address other than the actual one in the six
months that precede the insolvency, thereby selecting a court where there is an expectation of
more favourable treatment for the indebted company.

Furthermore, the interpretation of this requirement of the milestone takes into account the existing
legal framework, which was in place before February 2020, already ensures that traders register the
actual management address when registering companies. First, the management address for each
commercial company shall be published in the commercial register and treated as the place of
delivery of notices, indicated in all commercial correspondence and on the website of the company
and changes to it shall be entered within seven days in the commercial register. These obligations of
the trader are regulated by Article 67(2), point 4 in connection with Article 7(4) of the Ordinance
No. 1 of 14 February 2007 on keeping, storage and access to the commercial register and the
register of non-profit legal entities, Article 6(2) of the Law on the Commercial Register and the
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Register of Non-Profit Legal Entities, Article 13 of the Commercial Law and Article 50(1) of the Civil
Procedure Code. Second, Article 40(1) and (3) of the Law on the Commercial Register and the
Register of Non-Profit Legal Entities, provides for a fine of BGN 500 to 1000 in case of failure to
enter circumstances, including the actual management address when registering a company, in the
commercial register, when required to do so, which may be imposed monthly until the obligation is
fulfilled. Third, according to Article 50(2) and (4) of the Civil Procedure Code, if the trader has left
the address, indicated in the Commercial Register, and the new address is not entered in the
register, all notices intended for the company, instead of being delivered, are annexed to the file of
the case and are considered to have been duly served.

Taking into consideration these existing guarantees, which dissuade the trader from registering a
management address other than the actual one, the amendment of Article 613(1) of the
Commercial Law serves as an additional guarantee targeting the point in time of anticipated
insolvency or restructuring proceedings.

In addition, this interpretation of the requirement to guarantee the registration of the actual
management address by preventing practices for registration of a false address in anticipation of
insolvency or restructuring procedures takes into account the draft Recovery and Resilience Plan of
20 July 2021, which does not explicitly mention the requirement linked to registering the actual
management address, but requires additional safeguards against fraudulent actions within
procedures related to restructuring, insolvency and discharge of debt. The newly introduced legal
guarantee in the Commercial Register aims to prevent potential misuse of the registered address
specifically linked to registering an address other than the actual one in order to determine a
different court for the expected insolvency and restructuring proceedings.

Based on the context of the milestone and the reform, the existing legal framework concerning the
registration of the trader’s address, as well as the wording in the draft Recovery and Resilience Plan,
the amendment introduced by the Bulgarian authorities in the Commercial Law contributes to the
objective of the reform to increase the efficiency of insolvency and restructuring procedures by
preventing the potentially fraudulent practices of indebted companies registering a different
management address with the aim of hindering creditors . On this basis, it is considered that this
constitutive element of the milestone is satisfactorily fulfilled.

Entry into force of amendments to the Commercial Law for transposition of Directive (EU)
2019/1023, which shall provide for [...] stricter regulation of the profession of insolvency
practitioners to ensure they have the necessary expertise [...] .

This element of the milestone is linked to Article 26(1) of Directive (EU) 2019/1023, which requires
Member States to ensure that the insolvency practitioners receive suitable training and have the
necessary expertise for their responsibilities (point a).

The amendment to Article 655 of the Commercial Law provides for an increase in the required
professional experience in the specialty from three to five years. In particular, prior to the
amendment, Article 655(2), point 6 required insolvency practitioners to have completed higher
economic or higher legal education and at least three years of experience in the specialty — either in
economics or in law. After the amendment, Article 655(1), point 4 requires the insolvency
practitioner to have a completed higher legal or economic education degree and experience in the
specialty of at least five years. This amendment contributes to a stricter regulation of the profession
of insolvency practitioners, which enhances the likelihood that the insolvency practitioners have the
necessary expertise through a longer required period of professional experience acquired in their
specialty.
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In addition, Articles 668a and 668b of the Commercial law, which previously regulated the figure of
assistant insolvency practitioners have been repealed. These assistant insolvency practitioners were
allowed to carry out certain actions in line with the guidance of insolvency practitioners and were
only required to have two years of professional experience in the specialty. This amendment
contributes to a stricter regulation of the profession of insolvency practitioners, as the figure of
assistant insolvency practitioners is no longer provided for by law, and all actions would therefore
be carried out by insolvency practitioners who have fulfilled the five-year-requirement of
professional experience in the specialty.

Furthermore, in order to ensure trainings of insolvency practitioners on preventive restructuring
proceedings to be included in the annual training plans for insolvency practitioners, Ordinance No. 3
of 2005 on the procedure for the selection, qualification and supervision of insolvency practitioners
(hereinafter referred to as the “Ordinance on selection, qualification and supervision of insolvency
practitioners”) has been amended with the approval of the amending ordinance published in the
State Gazette No. 103 of 22 December 2023, which according to its paragraph 13 of the final
provisions, entered into force on the date of the publication in the State Gazette, that is on 22
December 2023. In particular, Article 18 (1) provides that the annual qualification courses for
insolvency practitioners shall include the acquisition of knowledge and experience concerning
insolvency proceedings, restructuring and discharge of debt. The inclusion of trainings on
restructuring and discharge of debt results in a more comprehensive scope of the trainings, which in
turn contributes to ensuring they have the necessary expertise for their responsibilities.

The Council Implementing Decision required the entry into force of amendments to the Commercial
Law for transposition of Directive (EU) 2019/1023, which shall provide for [...] stricter regulation of
the profession of insolvency practitioners to ensure they have the necessary expertise. Bulgaria has
instead introduced the provision on the annual qualification courses in the Ordinance on selection,
qualification and supervision of insolvency practitioners. Whilst this constitutes a minimal formal
deviation from the requirement of the Council Implementing Decision, it concerns internal
procedures of Bulgaria, in particular the distribution of matters to be regulated by primary and
secondary legislation, which have the same binding value.

Entry into force of amendments to the Commercial Law for transposition of Directive (EU)
2019/1023, which shall provide for [..] stricter regulation of the profession of insolvency
practitioners to ensure [..] the process for the appointment, removal and resignation of
practitioners are clear, transparent and fair.

This element of the milestone is linked to Article 26(1) of Directive (EU) 2019/1023, which requires
Member States to ensure that the conditions for eligibility, as well as the process for the
appointment, removal and resignation of practitioners are clear, transparent and fair (point b).

Concerning the conditions for eligibility and the process for the appointment, Article 655 of the
Commercial law, which includes the eligibility conditions for insolvency practitioners, has been
amended. The conditions have been split into two categories — general conditions and conditions
for being appointed in a specific insolvency proceeding. In particular, Article 655(1) covers the
general conditions for exercising activity as insolvency practitioner, such as professional experience,
not having been convicted of a criminal offence, and having successfully passed the exam for
insolvency practitioner. Article 655(2) covers the conditions for the appointment in a specific
insolvency proceeding such as not being the debtor's or creditor's spouse, having no direct kinship,
no collateral kinship — up to the sixth degree, and no kinship by marriage — up to the third degree,
as well as not being a creditor in the insolvency proceeding or having any other relationship, which
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gives rise to reasonable doubt as to the impartiality of the insolvency practitioner. Article 655(2)
provides for fulfilment of the conditions by an insolvency practitioner to be assessed by the court in
specific insolvency procedures. Two of the conditions are further developed, in particular Article
655(2), point 2 requires that the insolvency practitioner shall not be creditor in the insolvency
proceeding with the newly added exception for the claim for remuneration as an insolvency
practitioner in these proceedings. Article 655(2), point 3, which concerns impartiality, now specifies
that the insolvency practitioner shall not have represented the debtor or the creditor in the last
three years before assuming office. Compared to the list of conditions in Article 655 without this
differentiation, the amendment has reduced the potential ambiguities in the regulation, thus
contributing to its clarity, transparency and fairness.

Moreover, the conditions for appointment include additional requirements in Article 655(1), points
6 and 7. In particular, Article 655(1), point 6, includes as a condition for appointment that the
persons have not been released as insolvency practitioners of banks by the Bulgarian National Bank
on the grounds of Article 44, point 3 of the Law on Bank Insolvency due to violations linked to their
activity as insolvency practitioners. Although under the previous version being released as an
insolvency practitioner of a bank would have eventually resulted in a release under Article 29 (1),
point 6 of the Law on Bank Insolvency, the express reference to Article 44, point 3 brings more
clarity and transparency to the conditions. Similarly, according to the new Article 655(1), point 7,
persons who are temporarily removed from the list of insolvency practitioners due to not having
paid the annual fees in line with the law are considered ineligible to be appointed. Although prior to
the amendment, such persons would be considered ineligible under Article 655(1), point 5, which
requires, among others, be included in the list of insolvency practitioners, the express reference to
temporary removal due to not paying the fees contributes to the avoidance of ambiguity in such
cases. The clarity, transparency and fairness are ensured by the explicit regulation in the law of the
requirements, as well as by distinguishing between general conditions and conditions for the
appointment in a specific insolvency proceeding, thus reducing potential legal ambiguities. The
amendments to the conditions for appointment in Article 655 of the Commercial Code, which
include stricter eligibility conditions and distinguish also the two cases contribute to the clarity,
transparency and fairness of the process of appointment, by ensuring that the eligibility conditions
are an important aspect of the process.

Concerning the removal of the insolvency practitioners, Article 655(3), Article 657(2), and Article
663 of the Commercial law have been amended and the new Article 655(4) and Article 655(6) of the
Commercial law have been introduced. In particular, prior to the amendments, in line with Article
655(3), the Minister of Justice could remove from the list of insolvency practitioners the persons
who have been found to be committing violations in connection with their activities as insolvency
practitioners. After the amendment, Article 655(3) provides that the Minister of Justice could
remove the person from the list of insolvency practitioners in three cases, that is if he or she:
(i) has been released as an insolvency practitioner on the basis of Article 657(2) of the
Commercial law, under Article 29(1), points 6 or 7 of the Law on Bank Insolvency, or under
Article 44, point 3 of the Law on Bank Insolvency, unless after his or her release, he or she
has been included in the list of insolvency practitioners under certain conditions;
(ii) has committed violations in connection with his or her activity as an insolvency practitioner
according to Article 663(2);
(iii) has not paid the annual fees under Article 655a(2).

The new Article 655(4) provides that the Minister of Justice may remove the insolvency practitioner
from the list of insolvency practitioners under the grounds of committed violations in connection of
his or her activity as an insolvency practitioner no later than six months from the discovery of the
violation and no later than three years from its commission. The new Article 655(6) provides that
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the insolvency practitioner may be re-entered in the list after the expiration of a three-year period
from the entry into force of the act for his or her removal from the list, after submitting an
application, if he or she meets the requirements, and that re-entry into the list is possible only once.
Article 663(2), which concerns the violations in connection with the activity of the insolvency
practitioner has also been amended to include the right of the practitioner to provide written
explanations for the alleged violation, the obligation of the Minister of Justice to assess the severity
of the violation and the circumstances linked to it, and the possibility for the Minister of Justice to
issue a warning to the insolvency practitioner about removing him from the list of insolvency
practitioners. In the case of release of the insolvency practitioner by the court, the amendment to
Article 657(2) provides the right to the insolvency practitioner to send written explanations. Article
663(1) provides for the right of the insolvency practitioner to appeal against a fine imposed by the
court in the event of a violation of his or her obligations in front the respective appellate court.

The listing of the express grounds for removal from the list in Article 655(3) contributes to the
clarity and transparency of the regulation of the removal of insolvency practitioners. The new
imposition of time limitations, an option to re-enter the list, the possibility for the Minister of
Justice to issue a warning, and the possibility for the practitioner to provide written explanations,
introduced by Articles 655(4) and (6), 657(2) and 663, improve the fairness and the transparency of
the process.

Therefore, to ensure the process of for the appointment, removal and resignation is overall clear,
transparent and fair, the amendments to the Commercial law provide for stricter regulation of the
insolvency practitioners, as evidenced by the amended Article 655 and Article 657(2), improving the
rules on appointment and removal.

In addition, the newly introduced Article 8(1) of the Code of Ethics of Insolvency Practitioners and
Trustees (hereinafter referred to as the “Code of Ethics”) requires the insolvency practitioners to
inform the court of insolvency when they consider that there is a conflict of interest. Article 8(2)
further specifies that a conflict of interest is a circumstance or combination of circumstances in
which reasonable doubt arises that the insolvency practitioner’s personal interest may affect their
impartiality in the performance of his duties. Article 8(3) provides that in carrying out their activities
in the relevant proceedings, the insolvency practitioner shall not tolerate corruption by not
accepting, either personally or through third parties, undue advantages, such as gifts, monetary
loans, donations, services or others, which give rise to doubts as to his independence and
impartiality. The Code of Ethics is adopted in line with the newly introduced requirement in Article
660 of the Commercial law, which provides that the insolvency practitioners shall exercise their
powers in compliance with the rules of the Code of Ethics and that the Code of Ethics shall be
approved by the Minister of Justice. The Code of Ethics was approved by an order of the Minister of
Justice of 18 December 2023. In line with paragraph 1 of the Final Provisions of the Code of Ethics,
the Code of Ethics enters into force on the date of issuance of the order approving it.

The Council Implementing Decision required that the amendments are introduced to the
Commercial Law. Bulgaria has instead introduced the new obligation of insolvency practitioners to
inform the court about conflicts of interests in the Code of Ethics. Whilst this constitutes a minimal
formal deviation from the requirement of the Council Implementing Decision, this is acceptable as it
concerns internal procedures of Bulgaria, in particular the distribution of matters to be regulated by
primary and secondary legislation, which have the same binding nature.

Overall, the above amendments to the relevant legislation that have entered into force provide for
early warning tools, facilitating the opening and conducting of restructuring pre-insolvency
proceedings, duties of directors in case of likelihood of insolvency, a possibility for electronic
exchange of information and documents in the insolvency, restructuring and discharge of debt
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procedures, and a stricter regulation of the profession of insolvency practitioners to ensure they
have the necessary expertise and that the conditions for eligibility, as well as the process for the
appointment, removal and resignation of practitioners are clear, transparent and fair in line with
Directive (EU) 2019/1023, in particular its Article 3, Article 4, Article 5, Article 6, Article 7, Article 8,
Article 11, Article 19, Article 26(1), Article 28, and Article 34 . The assessment of compliance with
Directive (EU) 2019/1023, in particular with its Article 3, Article 4, Article 5, Article 6, Article 7,
Article 8, Article 11, Article 19, Article 26(1), Article 28, and Article 34for the purposes of payments
from the Recovery and Resilience Facility does not prejudge the assessment by the Commission in
any other proceedings regarding the conformity of the national law with the aforementioned
legislation.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C10.R6: Registry reform to unlock the potential of

Number: 231
eGovernment

Name of the Milestone: Entry into force of amendments to the Electronic Governance Law

Qualitative Indicator: Provisions in the Electronic Governance Law indicating

the entry into force of the amendments Time: Q3 2022

Context:

The measure aims to improve the organisation, quality, and security of registers in the public
administration, enhancing the potential of eGovernment and reducing administrative burden on
citizens. This is achieved by establishing the necessary legal framework for the establishment,
maintenance and use of electronic registers through amendments of several laws.

Milestone 231 concerns the entry into force of amendments to the Electronic Governance Law.
These amendments introduce: i) rules for the establishment of registers of administrative
authorities and their requirements; ii) definitions of ‘register’, ‘central data administrator’; and iii) a
definition of the Protected Shared eGovernment Information Space.

Milestone 231 is the first milestones of the reform, and it is accompanied by milestone 232 related
to amendments to the Law on Cadastre and Property Register. They will be followed by milestone
233 concerning the entry into force of additional amendments to the Electronic Governance Law
and amendments to the Law on Civil Registration. The reform has a final expected date for
implementation in March 2024.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii. Copy of the publication in the State Gazette, No 80 of 19 September 2023, of the Law
amending the Electronic Governance Law,
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=199540.

The authorities also provided:

iii.  Copy of the consolidated version of the Electronic Governance Law.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
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constitutive elements of the milestone.
The amendments to the Electronic Governance Law entered into force.

As per paragraph 42 of the Law amending the Electronic Governance Law, the amendments
relevant for the assessment of the fulfillment of this milestone (as per below) entered into force on
the day of the promulgation of the amending Law in the State Gazette, which was 19 September
2023.

The amendments to the Electronic Governance Law shall introduce rules for the establishment of
registers of administrative authorities and their requirements, as follows:

As per Article 1, the Electronic Governance Law governs, among others, the work of administrative
bodies with electronic documents and the general rules for keeping registers in an electronic form.

Further, the new Article 52b provides that a register is established based on a law that specifies the
authority or authorities responsible for the register and the information to be kept in the register.
The new article also sets the rules on record keeping:
‘(1) A register shall be kept in compliance with the following requirements:
1. the law provides for the keeping of the register, specifying:
(a) the authority or authorities responsible for the data in the register;
(b) circumstances, acts and facts to be entered in the register;
2. the data in the register representing information sites shall be entered in the Register of
information sites referred to in Article 48;
3. each entry in the register shall have a unique identifier generated in accordance with a
standard set by the ordinance referred to in Article 12 (4), unless otherwise provided by law;
the identifier for one person, object or event cannot be changed over time unless otherwise
provided by law;
4. provide programming interfaces for the recording, deletion and authentication of
circumstances, acts and facts;
5. maintain public, free and costless interfaces for connected open data in accordance with the
Access to Public Information Act;
6. information on the timing of the execution and on the official or information system that
carried out the operation shall be kept for each entry, deletion or retrieval operation;
7. other technical requirements laid down in the ordinance referred to in Article 12 (4).
(2) The general requirements for registers, including their structuring, functionalities and data
certification, shall be laid down in the ordinance referred to in Article 12 (4).
(3) The information security requirements for registers kept by the persons referred to in Article 1
(1) and (2) shall be laid down in the Cybersecurity Act and in the regulation referred to in Article 12
(4) The requirements referred to in paragraph 3 shall include at least:
1. failure;
2. creation of backups on a regular basis;
3. the storage of reliable data on the traceability of the actions carried out;
4. performing external penetration tests.’

Further, the new Article 52c determines the procedure for registration, including entry, deletion
and certification, applicable unless a different procedure is set in a relevant legislation. Under
Article 52¢(1), the registration procedure is as follows: ‘1. the applicant submits an application for
entry; 2. the primary data controller shall accept and register the application; 3. the primary data
controller checks the facts and circumstances on the basis of which the entry was requested; 4. the
primary administrator shall make the entry.” Then, Article 52(2) governs the ex officio registration,
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under which, where provided for by the law, the primary data controller shall: ‘1. within the limits
of its competence, lay down the conditions for ex officio enrolment; 2. carry out the registration; 3.
notify the persons concerned by the entry in accordance with the Code of Administrative
Procedure.’” Article 52(3) relates to deletion. Furthermore, Article 52c(4) sets the procedure for the
verification of circumstances, under which: ‘1. the applicant, including in the case of ex officio data
collection, shall apply for verification of circumstances; 2. the primary data controller shall verify in
an automated manner whether the applicant has the right to receive the requested circumstances
and shall inform him/her accordingly.” Finally, Article 52¢(5) provides that ‘[a]n application for entry
or deletion may also be sent ex officio as an internal electronic administrative service by another
authority, on behalf of an applicant, in the framework of the provision of a comprehensive
administrative service.’

The amendments to the Electronic Governance Law shall introduce a definition of ‘register’, as
follows:

Under new Article 4a(1), a ‘register’ is defined as ‘a structured database intended to store and be a
trusted authentic source of data for which there is a legal basis and a statutory procedure for
entering, deleting and/or certifying facts and circumstances. Where necessary, the data in the
register shall be subject to subsequent logical processing.’

The amendments to the Electronic Governance Law shall introduce a definition for a ‘central data
administrator’, as follows:

The new Article 2(4) defines ‘a central data administrator’ as ‘a person or organisation referred to in
Article 1 (1) or (2) which, by virtue of the Act, centrally stores data provided by primary data
controllers. The central data administrator shall provide access to citizens and organisations to all
information gathered about them. A central data administrator shall be considered to be the
primary data controller in respect of the obligations under Article 3 to provide and transmit data.’

The amendments to the Electronic Governance Law shall introduce a definition of the Protected
Shared e-Government Information Space, as follows:

The new point 48 included in Paragraph 1 of the Additional provisions defines the ‘Protected Shared
Information Space’ as ‘a set of network and hardware components with software defined rights and
conditions for data access and exchange, which ensures a high level of security, the availability of
the services provided, centralised management of access to internal and external resources,
enabling employees to perform their duties regardless of their physical location.” While the
definition does not include the word ‘e-Government’, in should be considered in the general
context of the law, which relates to electronic governance.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C10.R6: Registry reform to unlock the potential of

Number: 232
eGovernment

Name of the Milestone: Entry into force of amendments to the Law on Cadastre and Property
Register

Qualitative Indicator: Provisions in the Law on Cadastre and Property Register

ime: 2022
indicating the entry into force of the amendments Time: Q3 20

Context:

The reform aims to improve the organisation, quality, and security of registers in the public
administration, enhancing the potential of eGovernment and reducing administrative burden on
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citizens. The reform shall establish the necessary legal framework for the establishment,
maintenance and use of electronic registers.

Milestone 232 requires the entry into force of amendments to the Law on Cadastre and Property
Register to establish the requirements for the content of property accounts in the property register
and the process for their creation, based on the existing personal accounts, as well as specifying the
responsibilities of the registry judges and of the Registry Agency in the process of setting up the
property accounts in the register.

Milestone 232 is one of the first two milestones of the reform, and it is accompanied by milestone
231 related to the entry into force of the Electronic Governance Law. They will be followed by
milestone 233 concerning the entry into force of amendments to the Electronic Governance Law
and the Law on Civil Registration. The reform has a final expected date for implementation on 31
March 2024.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii.  Copy of the publication in the State Gazette, No. 8 of 25 January 2023, of the Law amending
the Law on Cadastre and Property Register.

The authorities also provided:

iii.  aconsolidated text of the Law on Cadastre and Property Register, indicating all legislative
changes in a track changes mode.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The amendments to the Law on Cadastre and Property Register entered into force.

The amendments to the Law on Cadastre and Property Register (hereinafter referred to as the
“LCPR”) were adopted on 19 January 2023 by the National Assembly, and published in the State
Gazette No. 8 of 25 January 2023. According to Article 5(5) of the Constitution of the Republic of
Bulgaria, laws enter into force three days after their publication in the State Gazette. Consequently,
the amendments entered into force on 29 January 2023, with the exception of paragraphs 6 and 7
of the Law amending the LCPR, which, under the Final Provisions of this Law, entered into force on
29 January 2025 (these are, however, not relevant for the assessment).

The amendments to the Law on Cadastre and Property Register shall establish the requirements
for the content of property accounts in the property register.

The content of property accounts is regulated by Articles 59 to 64 of the LCPR, which are in force as
of 1 January 2001, and determine the five parts of each account (Part “A” — for the property; Part
“B” — for the owner and for the recognition and transfer of ownership; Part “C” — for the
establishment and transfer of other real rights and for the legal facts and circumstances subject to
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registration; Part “D” - for the mortgages; Part “E” — for the foreclosures), as well as elements to be
registered in each of the parts. For instance, Part “A” shall include the identification code, the type
of the property, the address, the borders of the property, the size of the property, the designation
of the property, the number of floors of the building and the circumstance under Article 67(2) of the
Inheritance Act.

The amendments to Article 68(1) and Article 58b(1), point 4, and (2), point2, of the LCPR establish
the requirement for the property accounts to be kept not only on paper but also in electronic form,
and for these property accounts in electronic form to be contained in an electronic database with
the content as specified in Articles 59 to 64 of the LCPR. Prior to the amendments to the LCPR, the
provisions did not provide sufficient clarity as to the form, content, and specific obligations for the
property accounts, as follows:

(ii)  Article 68(1) provided that the property accounts shall be kept in paper form and on ‘other
data storage media’, without further specification of what this entails or mentioning of
this term in other provisions;

(iii) Article 58b(1), point 4 provided that the Registry Agency creates and maintains ‘a central
archive in electronic form of the property accounts and registered deeds with their
annexes’, without specifying which property accounts it refers to;

(iiii) Article 58b(2), point2 of the LCPR provided that the registration offices (territorial divisions
of the Registry Agency) prepare and submit the information under Article 58b(1), point 4
to the Registry Agency, without further specifying what the information is and the process
for this.

The amendments to the LCPR provide for more detailed regulation, clarity and consistency with
regards to the requirements for the content of the property accounts in the property register, as
follows:

(i)  Article 68(1) provides that the property accounts shall be kept in paper form and in
‘electronic form’, which provides clarity as to the form required and ensures consistency
with other provisions where the term ‘electronic account’ is used, such as Article 65(4);

(i)  Article 58b(1), point 4 establishes an obligation for the Registry Agency to create and
maintain ‘a general electronic database, containing the electronic accounts of the
properties as well as the electronic files of the registered deeds together with their
annexes’. Using the term ‘electronic database’ instead of a ‘central archive’ provides for a
more precise wording, clearly referring to the accounts in electronic form, which ensures
consistency with the amended Article 68(1);

(iii) Article 58b(2), point 2 establishes an obligation for the registration offices (territorial
divisions of the Registry Agency) to enter the information under Article 58b(1), point 4, in
the electronic property accounts with the content under Article 59 to 64 of the LCPR and
the registered deeds with their annexes in the electronic files, thus specifying that this
information includes the content under Articles 59 to 64 of the LCPR and that it is entered
directly in the electronic accounts.

The amendments to the Law on Cadastre and Property Register shall establish [...] the process for
the creation of property accounts based on the existing personal accounts.

The process for the creation of the property accounts based on the existing personal accounts is
established with the amendments of Article 65(3) and (4) of the LCPR.

Under the LCPR, both prior and after the amendments, the introduction of the property register in a
specific territory undergoes two stages. Firstly, under Article 70 of the LCPR, a procedure for the
creation of the property register for a judicial district is opened by an order of the Minister of
Justice. Secondly, under Article 73 of the LCPR, after there are an approved cadastral map and
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cadastral registers for a territory, the property register for this territory is introduced by an order of
the Minister of Justice. Prior to the amendments to the LCPR, Article 65(3) and (4) did not provide
sufficient clarity as to the content for the property accounts in these preparatory stages, and were
amended as follows:

(i)  Article 65(3) provided that before the entry into force of the order under Article 73, a
property account is kept, without specifying the content of the property account. Through
the amendments to Article 65(3) it is now specified that this content is established under
Articles 59 to 64 of the LCPR;

(ii)  Article 65(4) provided that before the issuance of an order under Article 70, the Registry
Agency prepares an electronic account with the available data according to the registered
deed and the data provided for the property by the Agency for Geodesy, Cartography and
Cadastre and this electronic account serves for the subsequent preparation of the
property accounts under Article 59(3). The amendments to Article 65(4) added that the
content of the electronic account is the one under Articles 59 to 64 of the LCPR and that it
is prepared on the basis of the existing personal accounts.

Explicitly referring to Articles 59 to 64 of the LCPR to set the requirements for the content of the
property accounts in the period before introducing the property register aims to ensure that all the
necessary information would be available and included in the property accounts in the preparatory
stages before the final introduction of the property register, and that the information would be
based on the existing personal accounts.

The amendments to the Law on Cadastre and Property Register shall [..] specify the
responsibilities of the registry judges and of the Registry Agency in the process of setting up the
property accounts in the register.

Under the amendments to Article 65(4) of the LCPR, as outlined above, the Registry Agency is
responsible for preparing auxiliary electronic accounts prior to the issuance of an order by the
Minister of Justice under Article 70 of the LCPR, which opens a procedure for the creation of the
property register for a judicial district. At this stage, that is within this process of creating the
auxiliary electronic accounts, no responsibilities for the registry judge have been regulated.

For the following stage, after the issuance of the order by the Minister of Justice under Article 70 of
the LCPR to open a procedure for the creation of the property register but before the issuance of
the order by the Minister of Justice under Article 73 of the LCPR to introduce the property register
in a specific territory, Article 71(2) of the LCPR regulates the procedure in case of a transaction
concerning a property. Prior to the amendment, Article 71(2) provided that in case of a property,
simultaneously with the registration, the registry judge prepares the account under Article 65(3) of
the property and enters its number in the deed subject to registration. Article 65(3) of the LCPR,
prior to the amendments, only provided that before the entry into force of the order under Article
73, a property account is kept, regardless of whether there is an identifier for the property, without
specifying who keeps that account. Article 71(2) and Article 65(3) of the LCPR, therefore, prior to
the amendment, did not clearly regulate the obligations of the Registry Agency in the process and
did not provide for rules ensuring that the information in the prepared property accounts is
identical to the documents in paper form.

After the amendment of Article 71(2) of the LCPR, two points were created, which apply in case of a
property transaction, as follows:
(i) point 1 provides that the registration office (territorial division of the Registry Agency)
enters the information in the account under Article 65(3) and the registered deeds with
their annexes in the electronic file;
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(i) point 2 provides that the registry judge simultaneously with the registration verifies the
content, the identity of the electronic form with the paper form, signs the property
account under Article 65(3) and enters its number in the deed subject to registration.

These amendments thus specify the respective responsibilities of the registry judges and the
Registry Agency, and provide for more detailed regulation of the process, including the additional
obligations of checking the content and identity with the documents in paper form and of signing
the account.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C10.R7 Improving the governance framework for state-owned

Number: 234 .
enterprises

Name of the Milestone: Adoption of a state ownership policy

Qualitative Indicator: Adopted document by the Council of Ministers

establishing a state ownership policy Time: Q3 2022

Context:

Milestone 234 is part of Reform C10.R7 “Improving the governance framework for state-owned
enterprises”, which aims at improving the governance of state-owned enterprises.

Milestone 234 requires that the state ownership policy shall be developed by the Public Enterprises
and Control Agency and adopted by the Council of Ministers. The document shall contain the
justification and the objectives for the participation of the state in SOEs, as well as the role of the
state in the management of SOEs and in the implementation of the policy.

Milestone 234 is the first step of the implementation of the reform, and it will be followed by
milestones 235, 236 and 237 respectively related to the adoption of the annual summary reporting
on the performance of state-owned enterprises, the adoption of a transformation program for
statutory state-owned enterprises and the compliance of the composition of the boards of large
state-owned enterprises with the selection procedures set out in the Law on Public Enterprises. The
reform has a final expected date for implementation on 30 June 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.
ii. Copy of the Policy on state participation in public enterprises of 12 October 2022
iii.  Copy of the Decision of the Council of Ministers No. 776 of 12 October 2022, approving the
Policy on state participation in public enterprises.

The authorities also provided:

iv. A copy of the English translation of the Law on Public Enterprises (No. 79/8 October 2019).

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.
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The state ownership policy shall be developed by the Public Enterprises and Control Agency and
adopted by the Council of Ministers.

The Policy on State Participation in Public Enterprises (hereinafter referred to as the “Policy”) was
developed by the Public Enterprises and Control Agency. According to the information provided on
page 3, the Policy was developed by the Public Enterprises and Control Agency in cooperation with
the authorities exercising the rights of the state in state-owned enterprises (hereinafter referred to
as “SOEs”) and on the basis of their opinions. The Council of Ministers adopted the Policy with
Decision No. 776 of 12 October 2022.

The state ownership policy [...] shall contain the justification for the participation of the state in
state-owned enterprises (SOEs).

The justification is contained in Section | of the Policy (English version, pages 4-12). The section
provides an overview of the portfolio of SOEs, the economic activities in which they operate, the
purpose for which they were created and the reasons why the state maintains ownership of these
public enterprises. The Section presents the reasons provided by the sectoral ministries for state
participation in SOEs, which can be summarised to the following:

e Protection of national economic and strategic interests through specific policies and
requirements for public enterprises maintaining or governing assets (including national
infrastructure networks, natural resources) for which there is a ban on privatization.

e Delivery of goods or services of strategic significance.

e Carrying out economic activity under the conditions of a natural monopoly, in particular
water.

e Carrying out economic activities when market regulation is considered impossible or
ineffective.

The state ownership policy [...] shall contain [...] the objectives for the participation of the state in
state-owned enterprises (SOEs).

The objectives are contained in Section Il of the Policy (English version, pages 13-14). The section
includes the general objectives of the state as owner, which is the maximisation of economic and
social outcome. The economic outcome is defined by the price of owned stocks and shares and their
annual dividend. The social outcome as the “most effective provision on public policy goals”. The
same section also specifies objective into financial and non-financial.
The financial objectives (p. 13) are:

e Achieving capital efficiency;

e Reduction of financial risk;

e Provision of a dividend yield.

The non-financial objectives (p.14) are of more qualitative nature such as:

o Adherence to the OECD Guidelines on Corporate Governance of SOEs;

e Improving corporate governance;

e Publicity and transparency of the public enterprises’ activity;

e Compensation of market defects;

e Adherence to the Guidelines on Anti-Corruption and Integrity in SOEs;

e Adaptation and engagement to the current and potential impacts related to climate change.

e Strengthening the function of the state as the owner;

e |Implementation of a set of measures and investments, which adhere to the principle of “do
no significant harm” to the environmental objectives;

e  Full participation of stakeholders in business and transparency of information related to the

156




activities of state-owned enterprises.

The Policy also includes indicators for the measurement of performance of financial and non-
financial objectives (Section IV, p. 15-17).

The state ownership policy [...] shall contain [...] the role of the state in the management of SOEs.

The role of the State in the management of SOEs is included in Section Ill of the Policy (English
version, p. 14-15), which first clarifies that the Council of Ministers is responsible for the
management of the state property as per Article 106 of the Constitution. The Council of Ministers in
turn may delegate its powers to individual ministers applying a more decentralised model in the
management of the state property. In this context, the Policy specifies the restrictions and
principles for exercising the role of the state as an owner of the SOEs. For example, the Policy
clarifies on page 14 that the state as an owner of the SOEs shall not allow political interference in
the enterprise governance. The Policy also provides on page 14 that the rights of the state shall be
exercised in a professional and predictable manner, in accordance with the accepted principles of
corporate governance, and in strict separation between the ownership functions and the other
functions linked to formulation of policies and regulations. The Policy contains a description and a
framework of the following principles governing the role of the state in the management of SOEs:
(i) all members and shareholders shall be treated equally;
(ii) transparency of accountability in the decision-making of management bodies;
(iii) the state acts as an informed and active owner;
(iv) SOEs have a discretionary power to achieve their objectives;
(v) the state refrains from interfering with the operational management of SOEs;
(vi) combination of financial and non-financial public policy objectives, with transparency and
disclosure of results referring to both objectives;
(vii) lending through bank loans and in capital markets takes place under market conditions;
(viii) the members of the management and control bodies of public undertakings are
selected and appointed by means of a competitive procedure, the purpose of which is to
form professional and independent management and supervisory bodies.

The state ownership policy [...] shall contain [...] the role of the state [...] in the implementation of
the policy.

The role of the state in the implementation of the policy is contained in Section V of the Policy
(English version, p. 17-19). More precisely, the section specifies the rights and obligations of the
Council of Ministers, the sectoral ministers and of all state bodies and organisations relevant for the
implementation of the policy. For example, it specifies that the Council of Ministers shall establish
new commercial companies with state participation and shall approve the general dividend policy,
which are decisions, which are expected to take into account the justifications and objectives of
state ownership as reflected in the Policy. The sectoral ministers who are delegated to exercise the
rights of the state shall for example make decisions to increase or reduce capital, approve changes
in articles of incorporation/statutes, appointment of management and control bodies, adopt annual
financial report. While this competence of the sectoral ministers is linked more generally to the
management of the SOEs, their in taking decisions concerning the management of the SOEs is
important element in implementing the objectives of the Policy. Other state organisations whose
role is presented in the Policy are the following: Audit Office, Public Financial Inspection Agency,
Energy and Water Regulatory Commission, Commission on Protection of Competition, Financial
Supervision Commission and Communications Regulation Commission.

Commission Preliminary Assessment: Satisfactorily fulfilled
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Related Measure: C10.R7 Improving the governance framework for state-owned

Number: 235 .
enterprises

Name of the Milestone: Adoption of the annual Summary Reporting on the Performance of State-
owned Enterprises

Qualitative Indicator: Adoption of the 2020 and 2021 annual summary
reports on the activities of state-owned enterprises by the Council of Time: Q4 2022
Ministers

Context:

Milestone 235 is part of Reform C10.R7. The objective of this reform is to improve the governance
of state-owned enterprises through the adoption, by the Council of Ministers, of a state ownership
policy, of annual summary reports on the activities of state-owned enterprises as of the year 2020,
and of a transformation program for statutory state-owned enterprises. Additionally, the measure
requires the adoption, by the Public Enterprises and Control Agency, of a report on the compliance
of the composition of boards of large state-owned enterprises with the Law on Public Enterprises .

Milestone 235 requires the adoption of annual summary reports on the activities of state-owned
enterprises by the Council of Ministers. The summary reports shall review the results of the activity
of state-owned enterprises, including statutory ones, as well as analyse the performance of state-
owned enterprises by sector and the individual performance of all state-owned enterprises
categorised as "large" in accordance with the Law on Public Enterprises. The summary reports shall
also assess state-owned enterprises’ compliance with applicable corporate governance and
disclosure standards.

Milestone 235 is the second step of the implementation of the reform, preceded by milestone 234
related to the adoption of a state ownership policy. It will be followed by milestones 236 and 237
related to the adoption of a transformation program for statutory state-owned enterprises and the
compliance of the composition of the boards of large state-owned enterprises with the selection
procedures set out in the Law on Public Enterprises. The reform has a final expected date for
implementation on 30 June 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii. Copy of the adopted Annual Summary Report covering the year 2020, and a link to the
website of the Public Enterprises and Control Agency where it is published:
https://www.appk.government.bg/bg/55;

iii. Copy of the Decision of the Council of Ministers No 320 of 20 May 2022 approving the
Annual Summary Report covering the year 2020, and a link to the website of the Public
Enterprises and Control Agency where it is published:
https://www.appk.government.bg/bg/55;

iv. Copy of the adopted Annual Summary Report covering the year 2021, and a link to the
website of the Public Enterprises and Control Agency where it is published:
https://www.appk.government.bg/bg/55;

v. Copy of Decision of the Council of Ministers No 135 of 22 February 2023 approving the
Annual Summary Report covering the year 2021, and a link to the website of the Public
Enterprises and Control Agency where it is published:
https://www.appk.government.bg/bg/55.
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Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Adoption of the 2020 and 2021 annual summary reports on the activities of state-owned
enterprises by the Council of Ministers.

The Council of Ministers adopted the annual summary report on the activities of state-owned
enterprises (hereinafter referred to as “SOEs”) for the year 2021 on 20 May 2022 through Article 1
of Decision No 320, and the annual summary report on the activities of SOEs for the year 2021 on
22 February 2023 through Article 1 of Decision No 135. The two annual reports were published on
the Public Enterprises and Control Agency’s website.

The summary reports shall review the results of the activity of state-owned enterprises, including
statutory ones.

The annual summary report on the activity of SOEs covering the year 2020 (hereinafter referred to
as the “2020 Report”) includes on pages 4 and 5 an overview of the 264 SOEs, in which the State
exercises a dominant influence, representing:
i) 246 commercial companies with over 50 percent state participation in the capital, including
their subsidiaries; and
ii) 18 state enterprises established by special laws pursuant to Article 62(3) of the Commercial
Law (hereinafter referred to as “statutory SOEs”).

The 2020 Report also includes information on page 4 about the approximate number of employees
of the SOEs, which is around 127 500 people. The 2020 Report provides information on page 5 on
the valuation of the SOEs using the book value of equity method. The total value of the equity of
the SOEs as of 31 December 2020 is BGN 23 730 million, which is BGN 2 606 thousand more than
the value for 2019. The increase in the value of the equity of the entire portfolio to a large extent is
due to the capital of the newly registered company “Bulgarian Water & Sanitation Holding” EAD.
On pages 7 to 10, the 2020 Report reviews the financial results of the activity of SOEs. In particular,
according to the submitted data on the individual annual 2020 financial statements of the SOEs,
including those of the subsidiaries:
i) 119 SOEs report a positive financial result for 2020 in the total amount of BGN 1 125
million, including BGN 520 million profit reported by “Kozloduy NPP” EAD;
ii) 145 SOEs generated a loss during the period, in the total amount of BGN 4 426 million,
including “National Electric Company” EAD (- BGN 1 242 million), “TPP Maritsa lztok 2” EAD
(- BGN 1 150 million) and “National Railway Infrastructure Company” EAD (- BGN 635
million).

The annual summary report on the activity of SOEs covering the year 2021 (hereinafter referred to
as the “2021 Report”) includes on pages 5 and 6 an overview of the 265 SOEs, in which the State
exercises a dominant influence, representing:

i) 247 commercial companies with over 50 percent state participation in the capital, including
their subsidiaries, out of which 115 are joint-stock companies and 132 are limited liability
companies; and

ii) 18 statutory SOEs.

The 2021 Report also includes information on page 5 about the approximate number of employees
of the SOEs, which is around 122 000 people. The 2021 Report provides information on page 6 on
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the valuation of the SOEs using the book value of equity method. The total value of the equity of
the SOEs as of 31 December 2021 is BGN 26 850 million, which is BGN 3 120 thousand more than
the value for 2020. The increase in the equity value of the entire portfolio is mainly due to the
increase in the equity of “Bulgartransgaz” EAD, “National Electricity Company” EAD, “Bulgarian
Energy Holding” EAD and “Kozloduy Nuclear Power Plant” EAD.

On pages 7 to 11, the 2021 Report reviews the financial results of the activity of the SOEs. In
particular, according to the submitted data as of 31 December 2021 on the individual annual
financial statements of the SOEs, including those of the subsidiaries:

i) 183 SOEs report net profits at the end of the year. The increase in the total net profit for
2021 is BGN 1 214 million higher than in 2020, amounting to BGN 2 339 million, the most
significant contribution being made by the companies in the remit of the Ministry of Energy
— 92 % (“Kozloduy Nuclear Power Plant” EAD, “National Electricity Company” EAD and
“Bulgarian Energy Holding” EAD);

ii) 82 SOEs report a total loss of BGN 332 million in financial year 2021.

The summary reports shall [...]analyse the performance of state-owned enterprises by sector.

The 2020 Report(page 5) provides information about SOEs, including the statutory SOEs, and more
specifically information on their performance such as financial results and dividends. According to
the Report, these SOEs operate in 18 sectors of the economy, in line with the sector classification of
economic activities of the National Statistical Institute. The 2020 Report includes two graphs
representing the portfolio of SOEs by ministries depending on their legal form and per equity,
revealing the significant lead of the SOEs under the Ministry of Energy, with equity of BGN 13 856
million. The 2020 Report includes, in section 2 on the state portfolio in SOEs (pages 7 to 12), the
findings of the analysis of the performance of all SOEs, including the statutory ones, by sector. The
2020 Report provides on page 9 the sectorial distribution of SOEs profits in 2020, which indicates
that the most significant contribution has been made by SOEs under the ministry of energy (76%),
followed by economy (11.7%), construction (6.6%), transport (1.8%) and all others (3.9%). Focusing
on the energy sector, the decrease in net profit is close to BGN 600 million, from BGN 1 072 million
in 2010 to BGN 488 million in 2020, which is due to a sharp decrease in revenues from BGN 8 570
million for 2019 to BGN 6 825 million for 2020. Expenses also decreased but by a lower amount
from BGN 7 717 million in 2019 to BGN 6 780 million in 2020. More than half of the sales revenues
(53%) were realised by the energy sector. The 2020 Report also presents on page 10 the dividend
policy for each sector. The amount of deductions from the profit is set at 50% for all SOEs, except
those in the sectors of water supply and sewage and healthcare, which have been exempted from
paying dividends since 2016. For the sector of water supply and sewage, the reason for the
exemption is a mechanism for re-investment of the dividend of the water supply and sewerage
operators for construction and rehabilitation of the water supply and sewerage infrastructure. For
the healthcare sector, the reason for the exemption is their dependence on a limited number of
funding sources (mainly the National Health Insurance Fund and the Ministry of Health, with a small
relative share of own revenues), as well as the existence of a legal ban on commercial transactions,
except for medical activities and for patient care.

The 2021 Report includes its findings of the analysis of the performance of all SOEs, including the
statutory ones, in section 2 on the state portfolio in SOEs (pages 3 to 11) and in a dedicated section
3.3 on the analysis of the performance of SOEs by sector (pages 12 to 25), which contain
information on their performance such as financial results and dividends. The findings on the
aforementioned SOEs are presented by sector. According to the information provided on page 4 of
the 2021 Report, the SOEs operate in 18 sectors of the economy, in line with the sector
classification of economic activities of the National Statistical Institute. The main sectors of the
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economy related to energy, infrastructure, and industry are considered to be decisive for the
changes in the portfolio’s value of SOEs in 2021. In particular, the 2021 Report shows on page 6 that
the largest increase in SOEs revenues comes from the energy sector — from BGN 6 825 million in
2020 to BGN 13 500 million in 2021, which represent 67% of the consolidated operating revenues of
all SOEs. The SOEs from the energy sector, categorized as "large", also participate with the largest
share (10%) of all SOEs in the gross domestic product (GDP) of the country, which for 2021 is BGN
132 744 million. Another sector that contributes significantly to the country's GDP is the transport
sector for which the report presents more detailed data. With regards to dividend policy, the 2021
Report provides information on page 10 that the amount of deductions from the profit is set at 50%
for all SOEs except those in the sectors of water supply and sewage and healthcare (as in the
previous year). Furthermore, more details are provided on pages 12 to 25 for the sectors of energy,
transport and postal services, defence industry, water supply and sewerage, and health care. The
information includes the main SOEs active in these six sectors, as well as their financial results.

The annual summary reports shall [...] analyse the individual performance of all state-owned
enterprises categorised as "large" in accordance with the Law on Public Enterprises.

According to Article 4 of the Law on Public Enterprises, SOEs are divided into the categories "micro",
"small", "medium" and "large" based on the criteria described in Chapter Two, Section | and Section
Il of the Accountancy Law.

The 2020 Report analyses on pages 23 to 71 the individual performance of all 50 SOEs, categorised
as “large” according to the criteria in Articles 19 to 22 of Chapter Two, Section | and Section Il of the
Accountancy Law, which categorise the SOEs according to the size of the assets, the value of the net
sales revenue and the average number of staff for the reporting period. Detailed information is
provided for each ‘large’ SOE on the nature of the activities carried out, the financial performance,
the structure of the capital, the management bodies and their remuneration, auditor, staff
composition, as well as certain financial ratios such as liquidity, indebtedness, return on equity and
dividend.

The 2021 Report analyses on pages 37 to 87 the individual performance of all 50 SOEs, categorized
as “large” according to the criteria in Chapter Two, Section | and Section Il of the Accountancy Law,
which categorise the SOEs according to the size of the assets, the value of the net sales revenue and
the average number of staff for the reporting period. Detailed information is provided for each
‘large’ SOE on the nature of the activities carried out, the financial performance, the structure of the
capital, the management bodies and their remuneration, auditor, staff composition, as well as
certain financial ratios such as liquidity, indebtedness, return on equity and dividend.

The summary reports shall also assess state-owned enterprises’ compliance with applicable
corporate governance and disclosure standards.

The 2020 Report provides information on pages 12 to 16 on the compliance of the SOEs with the
applicable corporate governance and disclosure standards. According to the information provided
on page 12, good corporate governance means loyal and responsible corporate governance,
transparency and independence, as well as the company's responsibility to stakeholders and
society. The 2020 Report includes an overview of the principles of exercising the property rights in
SOEs (page 13). It also includes explanations on the information to be published after an
independent financial audit, such as: (i) the enterprise’s development and performance, (ii) an
analysis of financial and non-financial key performance indicators relevant to the business, including
information on environmental issues and staff, (iii) planned future development, (iv) actions carried
out in the field of research and development, and (v) the exposure regarding price, credit, liquidity
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and cash flow risk (page 13). According to the information provided on pages 13 and 14,the SOEs
have obligations to submit to the Public Enterprises and Control Agency quarterly and annual
financial reports, analyses and reports on the activities of the enterprises, and other relevant
documents and information, and some of the standards according to which the documents are
prepared differ depending on the legal structure of each SOE, as well as the SOE size or the
accounting standards under which the SOEs are required to report. The assessment in the 2020
Report provides information on the way the SOEs under different ministries comply with the
applicable standards, including whether they comply with the relevant legal requirements, as well
as whether they have adopted explicit methodologies or rules for disclosure. In particular, the main
findings on pages 14 and 15 include:

(i) Regarding the SOEs under the Ministry of Transport and Communications, methodologies
and rules for disclosure of information have been developed and applied by the SOEs “Port
of Varna” EAD and “Communication Construction and Recovery” EAD. Under process of
developing such rules are: “Port Complex of Ruse” EAD and “Information Services” AD. All
other SOEs under this ministry have not adopted explicit methodologies or rules for
disclosure of information but comply with the requirements for public disclosure
established by the Public Enterprises Act and its Implementing Rules, the Accounting Law,
and the Commercial Law (page 14);

(ii) Regarding the SOEs under the Ministry of Regional Development and Public Works, out of a
total of 36 SOEs, 13 SOEs apply the standards for corporate governance and disclosure of
information, and 26 SOEs have declared that they comply with the requirements and
standards for corporate governance and have partially implemented policies on these
issues. Given the expected introduction of a unified methodology for disclosure of
information about the SOEs, which are water and sewerage operators from the group of
“Bulgarian W&S Holding” EAD, the process is not yet finalized (page 14);

Regarding the SOEs under the Ministry of Energy, the “Bulgarian Energy Holding” EAD has
adopted a corporate governance policy, which also specifies the rules for disclosure of
information (page 15).

(iii

~

The 2021 Report provides information on pages 25 to 28 on the SOEs’ compliance with applicable
corporate governance and disclosure standards. The 2021 Report provides that the Organisation for
Economic Co-operation and Development (OECD) Guidelines for Corporate Governance of State-
Owned Enterprises set the standard for ensuring the efficient, transparent and equal functioning of
SOEs. In particular, the legal forms under which SOEs shall operate should be standardised and in
order to avoid unfair competition between enterprises, operating in the public and private sectors,
SOEs performing commercial activities should have the same legal structure as private companies.
With regards to conversion of statutory SOEs, the 2021 Report includes information that an analysis
on the statutory SOEs has been carried out to determine the primary nature of their activities in
view of their transformation into either commercial companies or administrative structures. On
disclosure and announcement of information, the 2021 Report concludes that an electronic
information system has been operational since April 2021, which enables the publication of
quarterly and annual financial statements, analyses and reports on the activity of SOEs, required
under the Implementing Rules of the Law on Public Enterprises. The 2021 Report further includes
information on the compliance of specific SOEs with applicable corporate governance and
disclosure standards. In particular, the main findings on pages 26 and 27 include:

(i) Regarding the SOEs under the Ministry of Energy, the group of “Bulgarian Energy Holding”
EAD complies with the National Corporate Governance Code. A Code of conduct has been
adopted and is in effect at “Kozloduy Nuclear Power Plant” EAD, defining the expected
behavior of employees working in the enterprise, describing basic moral and ethical norms,
principles and rules;

(ii) Regarding the SOEs under the Ministry of Regional Development and Public Works, there

162




are differences in the degree of implementation of the regulatory requirements - some of
the enterprises apply public disclosure policies to a high degree and scope, for others they
are still in the process of completion and unification. A unified methodology for disclosing
information about companies, operators from the holding group "Bulgarian W&S Holding"
EAD is to be introduced;
Regarding the SOEs under the Ministry of Transport and Communications, the statutorz SOE
"Bulgarian Air Traffic Services Authority" implements the National Corporate Governance Code in
the applicable aspects. The necessary procedures and requirements for compliance with the basic
principles of good corporate governance are laid down in the internal acts applicable to the
enterprise's activities. In the statutory SOE “Port Infrastructure”, a new Code of conduct for the
employees and workers of the enterprise has been approved, which defines the ethical norms and
rules of conduct that the employees and workers should observe.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 239 Related Measure: C10.R8 Strengthening the anti-money laundering framework

Name of the Milestone: Adoption of an update to the national risk assessment of money laundering
and terrorist financing, including sectorial risk assessments of the non-profit organisations’ sector,
of virtual assets and of citizenship investment schemes

Qualitative Indicator: Update to the national risk assessment adopted,
including sectorial risk assessments of the non-profit organisations’ sector, of
virtual assets and of citizenship investment schemes completed by the | Time: Q4 2022
permanent interdepartmental working group established by an act of the
Council of Ministers

Context:

The measure aims to strengthen the anti-money laundering framework by ensuring its correct
implementation, adoption of an action plan to mitigate the money laundering and terrorist
financing risks identified through the national risk assessment, as well as updating the national risk
assessment.

Milestone 239 requires the adoption of an update of the national risk assessment of money
laundering and terrorist financing, including sectorial risk assessments of the non-profit
organisations’ sector, of virtual assets and of citizenship investment schemes.

Milestone 239 is the second milestone of the reform, and it follows the completion of milestone
238, related to the adoption of an action plan to mitigate the money laundering and terrorist
financing risks identified in the previous national risk assessment. It will be followed by milestone
240, related to enhancing the capacity and capabilities of supervisors to mitigate money laundering
risks and increasing the implementation of the anti-money laundering framework by obliged
entities.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;
ii.  Copy of the results of the 2023 National Risk Assessment Report, including:
e asummary of the National Risk Assessment;
e alist of risk events for money laundering and terrorist financing;
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e asummary matrix on risk events.

iii.  Copy of the results of the 2019 National Risk Assessment Report, including:
e asummary of the National Risk Assessment;
e alist of risk events for money laundering and terrorist financing;
e asummary matrix on risk events.

iv. Copy of the results of the sectorial assessment of virtual assets, including:
e asummary of the National Risk Assessment;
e asummary matrix on risk events.

v.  Copy of the results of the sectorial assessment of the non-profit organisations’ sector,
including:

e asummary of the National Risk Assessment;
e asummary matrix on Risk events.

vi.  Copy of the protocol of the meeting of 7 February 2023 of the interdepartmental working
group established under Article 96 of the LMML to the Council of Ministers on the adoption
of the sectorial assessment of virtual assets.

vii.  Copy of the protocol of the meeting of 10 February 2023 of the interdepartmental working
group established under Article 96 of the LMML to the Council of Ministers on the adoption
of the update to the national risk assessment.

viii. Copy of the protocol of the meeting of 18 May 2023 of the interdepartmental working
group established under Article 96 of the Law on the Measures against Money Laundering
to the Council of Ministers on the adoption of the sectorial assessment of the non-profit
organisations’ sector.

ix.  Technical paper "Impact Assessment of the Bulgarian Investor Citizenship Scheme"
prepared by the Council of Europe.

X.  Copy of Decision No. 314 by the Council of Ministers of 30 May 2019 on the establishment
of a permanent interdepartmental working group for the purposes of national risk
assessment of money laundering and terrorist financing, amended with Decision No. 523 by
the Council of Ministers of 2 September 2019 and by Decision No. 811 by the Council of
Ministers of 21 October 2022.

The authorities also provided:

xi.  Copy of the Law on the Measures against Money Laundering of 27 March 2018 as last
amended and published in the State Gazette No. 82 of 29 September 2023.
xii. Letter by the Council of Europe to Bulgaria of 1 November 2023.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Adoption of an update to the national risk assessment of money laundering and terrorist
financing under Article 95(1) of the Law on the Measures against Money Laundering. The update
to the national risk assessments [...] shall be carried out by the permanent interdepartmental
working group established by an act of the Council of Ministers in compliance with Article 96 of
the Law on Measures against Money Laundering.

The permanent interdepartmental working group (hereinafter referred to as the “Working Group”)
was established by Decision of the Council of Ministers No. 314 of 30 May 2019, which was
amended by Decision No. 523 of 2 September 2019 and by Decision No. 811 of 21 October 2022.
The decisions were adopted in compliance with Article 96 (1) and (2) of the Law on the Measures
against Money Laundering (hereinafter referred to as “LMML”), which provides that for the
purposes of the national risk assessment, a permanent interdepartmental working group shall be
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established by an act of the Council of Ministers.

According to Protocol No. FR-10-1107/2023 of 10 February 2023 from a meeting of the Working
Group, the members of the Working Group unanimously adopted the national risk assessment
report (hereinafter referred to as the “2023 NRA Report”) and that subsequent editorial,
terminological and stylistic edits and additions, but no qualitative changes, can be made.

The results of the 2023 NRA Report were provided in the form of three separate documents: (i)
summary of the national risk assessment (hereinafter referred to as the “2023 NRA Summary”), (ii)
list of risk events for money laundering and terrorist financing (hereinafter referred to as the “2023
Risk Events List”, and (iii) summary matrix on risk events (hereinafter referred to as the “2023 Risk
Events Matrix”). The 2023 NRA Report itself has not been provided as part of the evidence due to
the sensitive information contained in it. A meeting was therefore conducted on 30 January 2024 as
an “on-the-spot” control in line with Article 6(4) of the Financing Agreement (hereinafter referred
to as “On-the-spot Control”) where the 2023 NRA Report was presented by the Bulgarian
authorities. The 2023 NRA Report (331 pages) was signed by the Director of the Director of the
Financial Intelligence Directorate of the State Agency for National Security on 2 March 2023. The
findings of the On-the-spot Control were reflected in a report of 30 January 2024 (hereinafter
referred to as the “On-the-spot Control Report”).

Based on the comparison of the two sets of documents of 2019 and 2023, the results of the update
to the national risk assessment could be identified (pages 1 and 2 of the 2019 Summary and of the
2023 Summary). In particular, according to the 2019 Summary, the 2019 NRA Report represents the
first holistic national risk assessment undertaken by Bulgaria and analyses the internal and external
money laundering and terrorist financing risks that the country faces, with the top eight money-
laundering (hereinafter referred to as “ML”) risks and two high terrorism-financing (hereinafter
referred to as “TF”) risks highlighted (pages 1 and 2). The 2023 Summary provides that it is the first
update of the 2019 NRA Report and identifies seven top money-laundering risks and two high
terrorism-financing risks (pages 1 and 2). Some of the risk events remain part of the top money-
laundering risks, including money laundering linked to proceeds from corruption, tax crimes, foreign
predicate offences, computer and social engineering fraud, the construction sector, trade with food
and fuel, the real estate sector, as well as linked to the possible involvement of professionals in
facilitating all other risk events due to market entry and employee screening vulnerabilities. The
laundering of funds from foreign predicate offences through non-bank investment intermediaries in
Bulgaria complemented by cases of unregulated activities involving securities was part of the top
risk events in the 2019 NRA, but no longer included after the update. However, money laundering
by using legal persons (mainly limited liability companies) or third natural persons (within or outside
the close circle of the perpetrator or individuals with low social status) is now included among the
high-risk events in the 2023 NRA. With regards to terrorist financing, the use of informal value
transfer services (‘hawala’) to transfer funds, facilitated by migrant communities, remain among the
high-risk events. The risk event linked to diverting funds allocated for non-profit organisations or
religious activities in Bulgaria towards terrorist financing is included in the list of the 2019 Summary
but not in the 2023 Summary. However, cross-border cash transportation has been identified in the
2023 Summary among these risk events. The information on the top ML and TF risks was also
contained in the 2023 NRA Report according to page 2 of the On-the-spot Control Report.

Overall, the number of risk events in the 2023 Risk Events List is 38 compared to 40 in the 2019 Risk
Events List. The number of risk events was confirmed during the On-the-spot Control according to
page 2 of the On-the-spot Control Report. As a result of a more comprehensive analysis on legal
persons and arrangements, the two risk events identified in 2019 in relation to legal persons (Risk
Event No. 8 on limited liability companies and Risk Event No. 9 on foreign owned legal persons)
have been developed into five risk events with more granularity (Risk Event No. 8 on Limited liability
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companies; Risk Event No. 9 on Foreign owned legal persons; Risk Event No. 10 on Joint-Stock
Companies; Risk Event No. 11 on Partnerships under the Obligations and Contracts Act; Risk Event
No. 12 on Non-profit legal entities). According to page 1 of the On-the-spot Control Report, the
Bulgarian authorities provided explanations that all forms of legal persons have been covered in the
2023 NRA Report — 15 legal persons with commercial purpose and four legal persons with non-
commercial purpose. Some risk events, which were part of the 2019 Risk Events List, are not
included in the 2023 Risk Events List, such as No. 17 on Business Loans (TF), No. 18 on Consumer
Loans, No. 21 on Bank Institutional Investment (ML), No. 24 on Bank Institutional Investment (TF),
No. 25 on Institutional Investment through Investment Intermediaries and No. 38 Non-profit
organisations (TF). Some new risk events have been introduced such as No. 25 on Negotiated sales
of shares of Bulgarian commercial companies to foreign citizens for the purposes of obtaining a
permanent residence permit in the country. In addition, as a result of the update, the risk levels
have been adjusted based on updated assessment of threats likelihood and vulnerabilities, such as
Risk Event No. 4 on computer and social engineering fraud in the 2019 Risk Events List, which had
risk rating of “medium”, and was developed into Risk Event No. 4 on fraud with risk rating is “high”.

Adoption of an update of the national risk assessment of money laundering and terrorist
financing [...] including sectorial risk assessments of the non-profit organisations’ sector. The
sectorial risk assessments of the non-profit organisations’ sector[...] shall be carried out by the
permanent interdepartmental working group established by an act of the Council of Ministers in
compliance with Article 96 of the Law on Measures against Money Laundering.

According to Protocol No. FR-10-3936/2023 of 18 May 2023 from a meeting of the Working Group,
the members of the Working Group unanimously adopted the terrorist financing risk assessment
report on non-profit organisations’ sector (hereinafter referred to as the “2023 NPOs’ TFRA
Report”), to make subsequent editorial, terminological and stylistic edits and additions, but no
qualitative changes in the texts.

The results of the 2023 NPOs’ TFRA Report were provided in the form of two separate documents:
(i) summary of the terrorist financing risk assessment (hereinafter referred to as the “2023 NPOs’
TFRA Summary”), and (ii) summary matrix on risk events (hereinafter referred to as the “2023
NPOs’ TFRA Risk Events Matrix”). The 2023 NPOs’ TFRA Report itself has not been provided as part
of the evidence due to the sensitive information contained in it. However, during the On-the-spot
Control, the Bulgarian authorities presented 2023 NPOs’ TFRA Report (141 pages), signed by the
Director of the Director of the Financial Intelligence Directorate of the State Agency for National
Security on 22 June 2023. This information is reflected on page 2 of the On-the-Spot Control Report.

The Council Implementing Decision required the adoption of an update of the national risk
assessment of money laundering and terrorist financing under Article 95(1) of the Law on Measures
against Money Laundering, including sectorial risk assessment of the non-profit organisations’
sector. The Working Group has adopted the NPOs’ TRFA Report as a separate document, which is
not included in the 2023 NRA Report. Whilst this constitutes a minimal formal deviation from the
requirement of the Council Implementing Decision, the adoption of a separate report assessing the
risks linked to the non-profit organisations’ sector allows focusing the analysis specifically on risk
events linked to non-profit organisations, taking into account the specificities of the sector. This is in
line with how the Structural Reform Support project 19BG17 “Enhancing capabilities of Bulgarian
authorities to effectively mitigate money laundering and terrorism financing risks” was organised. In
particular, the final progress report by the Council of Europe on the Structural Reform Support
Programme project of 16 April 2022 (hereinafter referred to as the “Final Progress Report”),
outlines the guidance provided on non-profit organisations under a separate section “Output 4.
Guidance on the sectorial risk assessment of the NPO sector” (page 12), which includes dedicated
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trainings by the Council of Europe on the topic, allowing the Working Group to prepare the analysis
by following a more targeted approach under a different timeline, which resulted in adoption of the
NPOs’ TRFA Report a bit more than three months after the adoption of the 2023 NRA Report. As of
this, this minimal deviation does not affect the progress towards achieving the reform that the
milestone represents. On this basis, it is considered that this constitutive element of the milestone
is satisfactorily fulfilled.

The 2023 NPOs’ TFRA Summary provides information that the risk of abuse for terrorist financing
purposes by non-profit organisations (hereinafter referred as “NPOs”) in Bulgaria can be assessed as
low to medium (page 5). Four potential terrorist financing threats in the non-profit organisations’
sector have been identified, for example (i) false representation or sham NPOs and (ii) diversion of
legal funds intended for humanitarian programmes (page 5). The 2023 NPOs’ TFRA Summary also
presents an overview of the activities and their characteristics, which increase the risk of abuse by
terrorist financing in the non-profit organisations’ sector in Bulgaria, whose activities are social-
humanitarian, cultural-educational and/or religious, for example (i) carrying out activities in regions
at risk of terrorism or receiving/sending funds from/to such regions and (ii) receiving/sending funds
from/to regions in armed conflict or war or from/to third countries with identified strategic
weaknesses in their national anti-money laundering and counter-terrorism financing regimes (page
5).

Adoption of an update of the national risk assessment of money laundering and terrorist
financing [...] including sectorial risk assessments of [..] virtual assets. The sectorial risk
assessments of virtual assets [...] shall be carried out by the permanent interdepartmental
working group established by an act of the Council of Ministers in compliance with Article 96 of
the Law on Measures against Money Laundering.

According to Protocol No. FR-10-1105/2023 of 7 February 2023 from a meeting of the Working
Group, the members of the Working Group unanimously adopted the sectorial risk assessment
report on virtual assets and virtual assets service providers (hereinafter referred to as the “2023
VA/VASPs SRA Report”).

The results of the 2023 VA/VASPs SRA Report were provided in the form of two separate
documents: (i) summary of the sectorial risk assessment (hereinafter referred to as the “2023
VA/VASPs SRA Summary”), and (ii) list of risk events for money laundering and financing of
terrorism related to virtual assets and virtual asset service providers (hereinafter referred to as the
“2023 VA/VASPs SRA Risk Events List”, which on the last pages includes a summary matrix on the
risk events (hereinafter referred to as the “2023 VA/VASPs SRA Risk Events Matrix”). The 2023
VA/VASPs SRA Report itself has not been provided as part of the evidence due to the sensitive
information contained in it. However, during the On-the-spot control, the Bulgarian authorities
presented 2023 VA/VASPs SRA Report (134 pages), signed by the Director of the Financial
Intelligence Directorate of the State Agency for National Security on 2 March 2023. This information
is reflected on page 3 of the On-the-Spot Control Report.

The Council Implementing Decision required the adoption of an update of the national risk
assessment of money laundering and terrorist financing under Article 95(1) of the Law on Measures
against Money Laundering, including sectorial risk assessments of virtual assets. The Working Group
has adopted the 2023 VA/VASPs SRA Report as a separate document, which is not included in the
2023 NRA Report. Whilst this constitutes a minimal formal deviation from the requirement of the
Council Implementing Decision, the adoption of a separate report allows focusing the analysis
specifically on risk events linked to virtual assets, which in line with the how the Structural Reform
Support project 19BG17 “Enhancing capabilities of Bulgarian authorities to effectively mitigate
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money laundering and terrorism financing risks” was organised. In particular, the Final Progress
Report outlines the guidance provided on virtual assets under a separate section “Output 7.
Guidance on conducting a virtual currencies sectorial risk assessment” (page 14), which includes
information that pursuant to the Financial Action Task Force’s Guidance for a Risk-Based Approach
to Virtual Assets and Virtual Asset Service Providers, Bulgaria should tailor and implement the anti-
money laundering and counter-terrorist financing regime to virtual assets depending on the country
risks. The Final Progress report further provides that in order to do so, Bulgaria needed to conduct a
sectoral risk assessment and tailor measures accordingly. This process included dedicated
workshops by the Council of Europe on the topic, allowing the Working Group to prepare the
analysis by following a more targeted approach under a different timeline, which resulted in
adoption of the VA/VASPs SRA Report three days before the adoption of the 2023 NRA Report. As of
this, this minimal deviation does not affect the progress towards achieving the reform that the
milestone represents. On this basis, it is considered that this constitutive element of the milestone
is satisfactorily fulfilled.

According to the 2023 VA/VASPs SRA Summary, the top money-laundering risk events identified
through this assessment include, for example: (i) laundering of proceeds generated from frauds
associated with investments or use of the intrinsic characteristics of virtual assets (VAs) to mislead
victims to invest either in fiat currencies or VAs for quick enrichment, and (ii) laundering proceeds of
crime by companies that are presenting themselves as VASPs, although being unlicensed or
unregistered for this type of services and not actually being VASPs (pages 9-10).

According to the 2023 VA/VASPs SRA Summary, risk events in relation to terrorist financing have
also been identified with medium risk rating and likely risk scenarios on terrorist financing include:
(i) terrorist or terrorist financier deposits cash at VA ATM located in Bulgaria while transiting
to/from conflict zones to fund VAs addresses linked to terrorist or terrorist financier network, and
(ii) terrorist or terrorist financier not physically located in Bulgaria opens an account digitally with a
Bulgarian VASP and uses it to solicit, donate and/or transfer funds in the form of VAs to individual
terrorists or terrorist organisations (page 10).

Adoption of an update of the national risk assessment of money laundering and terrorist
financing [...] including sectorial risk assessments of [...] citizenship investment schemes. The
sectorial risk assessments of citizenship investment schemes [...] shall be carried out by the
permanent interdepartmental working group established by an act of the Council of Ministers in
compliance with Article 96 of the Law on Measures against Money Laundering.

The Working Group has included the findings of the sectorial risk assessment on citizenship
investment schemes in the 2023 NRA Report, the results of which were provided in the form of
three separate documents: (i) 2023 NRA Summary, (ii) 2023 Risk Events List, and (iii) 2023 Risk
Events Matrix. This is evident from the information provided in the 2023 NRA Summary and the
2023 Risk Events List. In particular, the 2023 Summary provides on page 5 that the possibility of
acquiring citizenship through investments has been revoked as a result of the amendments to the
Law on Bulgarian Citizenship, published in the State Gazette on 1 April 2022 and in force since 5
April 2022, but a residual risk remains as the Law on Foreigners, first published in the State Gazette
on 23 December 1998, provides the possibility to acquire a permanent residence permit in the
country by making investments above a certain market value in shares and bonds of Bulgarian
commercial companies under certain conditions. Accordingly, the 2023 Risk Events List includes Risk
event No. 25 “Negotiated sales of shares of Bulgarian commercial companies to foreign citizens for
the purposes of obtaining a permanent residence permit in the country” with a risk rating
“Medium”. During the On-the-spot Control, the Bulgarian authorities presented the corresponding
information in chapter three of the 2023 NRA Report. In particular, according to page 2 of the On-
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the-Spot Control Report, the 2023 NRA Report includes information on the residual risk linked to
the Law on Foreigners concerning receiving permanent residence permit through investments on
page 165.

In addition, the risk assessment of citizenship investment schemes has also been reflected in the
assessment of the general risks emanating from the citizenship schemes concluded in June 2022
with the technical paper “Impact Assessment of the Bulgarian Investor Citizenship Scheme”
prepared by experts of the Council of Europe. This assessment was based on the information
provided by the Bulgarian authorities, including statistics for the period of 2014 — 2021 and relevant
legislative acts related to the investor citizenship scheme.

Adoption of an update to the national risk assessment of money laundering and terrorist
financing [...] including sectorial risk assessments of the non-profit organisations’ sector, of virtual
assets and of citizenship investment schemes in accordance with the guidance received under the
SRSP project 19BG17 “Enhancing capabilities of Bulgarian authorities to effectively mitigate
money laundering and terrorism financing risks”:

The Structural Reform Support Programme project 19BG17 focused on assisting Bulgaria with the
implementation of the European exchange rate mechanism (ERM Il) post-entry commitments,
including on enhancing the capabilities of Bulgarian authorities to effectively mitigate money
laundering and terrorist financing risks. The guidance under the project was provided by the Council
of Europe (hereinafter referred to as the "CoE"). The project was implemented via technical
exchanges. The Bulgarian authorities have implemented the guidance and input by the Council of
Europe during the process of updating the national risk assessment and the preparation of the
sectorial analyses.

More specifically, according to the final progress report by the Council of Europe on the Structural
Reform Support Programme project of 16 April 2022 (hereinafter referred to as the “Final Progress
Report”), provided by DG REFORM, the guidance by the Council of Europe on the update to the
national risk assessment was provided in the form of (i) the latest version of the Council of Europe
anti-money laundering and counter-terrorism financing national risk assessment methodology
(hereinafter referred to as the “NRA Methodology”) and its accompanying data gathering tools,
which were updated in 2020; (ii) meetings and workshops. According to the Final Progress Report,
the Council of Europe has provided guidance to the Working Group on data gathering and data
analysis tools, particularly the case analysis module (page 11). According to the Final Progress
Report, the Working Group has then undertaken a data collection process by distributing the
guestionnaires to relevant stakeholders and the Council of Europe supported the authorities’ data
analysis by further refining the technical performance of the case analysis module (page 11).

The Final Progress Report provides that the Bulgarian authorities received methodological
guidelines for the purpose of assessing the money-laundering risks associated with legal persons
and legal arrangements (page 11). According to the Final Progress Report, these guidelines were
presented during a workshop held in Bratislava on 28 November 2022, which provided an
opportunity to discuss the different steps of the assessment, including the scope and nature of risk
of legal entities being misused The guidance of the CoE has contributed to a more comprehensive
and granular analysis on legal persons, where the scope and nature of the risk of the different legal
entities is assessed. In particular, the 2023 Risk Events List on pages 8 to 13 includes five risk events,
taking into consideration different legal forms that exist in the Bulgarian legal framework such as
joint-stock companies, partnerships under the Obligations and Contracts Act and non-profit legal
entities, and the respective scope and nature of the risk associated with each, as follows:
(i) Risk Event No. 8 on Limited liability companies (extreme risk rating);
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(ii) Risk Event No. 9 on Foreign owned legal persons (extreme risk rating);

(iii) Risk Event No. 10 on Joint-Stock Companies (high risk rating);

(iv) Risk Event No. 11 on Partnerships under the Obligations and Contracts Act (medium risk
rating);

(v) Risk Event No. 12 on Non-profit legal entities (medium risk rating).

The analysis taking into consideration the specifics of the different legal entities results in improved
granularity in the 2023 Risk Events List compared to the 2019 Risk Events List, which allows to
differentiate the risk ratings depending on the type of legal entity. In contrast, in the 2019 Risk
Events List, there are only two risk events in relation to legal persons (Risk Event No. 8 on limited
liability companies and Risk Event No. 9 on foreign owned legal persons), which does not take into
consideration the different types of legal entities in more detail, but rather focuses on limited
liability companies and companies with foreign ownership. According to page 1 of the On-the-spot
Control Report, the Bulgarian authorities provided explanations that all forms of legal persons have
been covered in the 2023 NRA Report — 15 legal persons with commercial purpose and four legal
persons with non-commercial purpose. The Final Progress Report also provides that the project has
also contributed to raising awareness among relevant competent authorities’ representatives on
proliferation financing risks and trends and the possible ways for detecting and addressing those
risks. During the On-the-spot Control, the Bulgarian authorities provided explanations that chapter
5 of the 2023 NRA Report contains the relevant information on proliferation financing risks (page 2
of the On-the-spot Control Report).

With regards to the sectorial risk assessment of the non-profit organisations’ sector, according to
the Final Progress Report, the 2019 NRA Report had identified several terrorism financing risk
events that required further mitigating action by the Bulgarian authorities, particularly regarding
terrorism financing risks, and the Council of Europe therefore supported the process of the
assessment through: (i) delivering the updated version of the NRA Methodology, containing a more
detailed chapter on the steps to be undertaken in the assessment of terrorism-financing risks at
national level, with the aim of encouraging the beneficiaries to start with the collection of relevant
data; (ii) a separate methodology for assessing the sectoral terrorism-financing risks associated with
the non-profit organisations’ activities (hereinafter referred to as the “NPOs’ Methodology”); (iii)
workshops and meetings. On 28 January 2022, the Council of Europe conducted an online training
for the Bulgarian authorities on the implementation of the NPOs’ Methodology in order to train the
Bulgarian authorities’ representatives to effectively apply it and its data analysis and data gathering
tools. According to the document shared by DG REFORM on this training, the agenda consisted of
discussing the organisational and methodological framework, data gathering modules and report
structure and analytical process. Slides 30 to 59 of the presentation given by the Council of Europe
on 28 January 2022 concern the report structure and the analytical process. According to page 2 of
the On-the-spot Control Report, the main sections of the 2023 NPOs’ TFRA Report covering
elements of the presentation were presented, in particular: mitigating measures (page 88),
outreach and awareness raising (page 50), risk based targeted supervision and monitoring (page
33), measures by obliged entities (page 45), residual risk (page 36), strategic recommendations
(page 139). More concretely, according to slides 38 to 41 of the presentation given by the Council of
Europe on 28 January 2022, shared by DG REFORM, guidance was given on identifying at risk NPOs
by taking into consideration the weight (low, medium, high, very high) and impact (severe,
moderate and low) of risk factors. The 2023 NPOs’ TFRA Risk Events Matrix presents the risk factors
depending on their weight and impact, for example risk factor No. 3 is of medium weight and
moderate impact and concerns the failure of religious organizations to provide information on their
activities and financial transactions in a way that can be verified by the relevant competent
authority or lack of obligation of the authorities to do so, as is the case with religious communities.
During the On-the-spot control, the 2023 NPOs’ TFRA Risk Events Matrix included on page 103 of
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the 2023 NPOs’ TFRA Report was presented (page 2 of the On-the-spot Control Report). A follow-up
awareness raising workshop was organised on 12 July 2022, in which NPO representatives took part
and which according to an agenda of the event shared by DG REFORM included a presentation by
the Council of Europe on risk management and preventing the abuse of NPOs for terrorism
financing. The Council of Europe’s presentation, shared by DG REFORM, includes examples of links
between NPOs and terrorism such as charitable donations being diverted to militant groups (slides
6 to 16) and information on the terrorist-financing risk factors in the non-profit sector (slide 27).
Another workshop on the effective ML/TF regulation and supervision framework for the NPO sector
took place on 12 July, in which according to an agenda of the event, provided by DG REFORM, the
Council of Europe gave a presentation on good practices and recommendations for establishing an
effective system for NPOs sector ML/TF regulation and supervision. According to the 2023 NPOs’
TFRA Summary provides information that the 2023 NPOs’ TFRA Report analyses the internal and
external terrorism financing risks that the non-profit organisations’ sector faces in order to assist
public authorities and the private sector in understanding the potential threats and vulnerabilities
(page 3). The NPOs’ TFRA Summary acknowledges the potential links between terrorism and the
non-profit organisations’ sector, by identifying threats such as false representation of non-profit
organisations, diversion of funds intended for humanitarian programmes and abuse of programmes
to promote philosophies linked to religious hatred and spreading ideas of terrorist organisations
(page 5). The NPOs’ TFRA Summary identifies the activities and their characteristics, which increase
the risk of abuse in the non-profit organisations’ sector in Bulgaria such as (i) carrying out activities
in regions at risk of terrorism and (ii) receiving or sending funds from or to regions in armed conflict
or war. The overall conclusion therefore is that the risk of abuse for terrorist financing purposes by
non-profit organizations in Bulgaria can be assessed as low to medium (page 5).

On citizenship investment schemes, the Final Progress Report provides that the results of the
finalised impact assessment conducted within the SRSP project have been discussed with the
Bulgarian stakeholders during an online workshop held on 13 May 2022. According to the
presentation, used in the workshop, which was provided by DG REFORM, the relevant legal
provisions are Article 25 of the Law on Foreigners on receiving residence permits and Articles 12a
and 14a of the Law on Bulgarian Citizenship on receiving citizenship (slide 8). The presentation
includes information that the Articles 12a and 14a of the Law on Bulgarian Citizenship were
repealed and thus, the citizenship investor program in Bulgaria has been terminated (slide 10). As
described above, the residual risks linked to citizenship investment schemes were reflected in the
2023 NRA Report, as evident from the 2023 Risk Events List. In particular, the description of Risk
event No. 15 “Non-residents Corruption” on page 17 provides that despite the elimination of the
possibility of acquiring citizenship against investments in 2022 and the checks carried out on the
previous state-of-play, residual risk continues to exist, mostly related to the possibility of acquiring a
residence permit through investments as per the Law on the foreigners. Furthermore, the
description on Risk event No. 25 “Negotiated sales of shares of Bulgarian commercial companies to
foreign citizens for the purposes of obtaining a permanent residence permit in the country” on page
27 concerns the risk of negotiated sales of shares of Bulgarian commercial companies, traded on a
regulated market or multilateral trading facility in Bulgaria, to foreign citizens for the purposes of
obtaining a permanent residence permit, which increases the risk of layering of money of criminal
origin by citizens of high-risk third countries, as well as creating prerequisites for the occurrence of
corrupt practices. These possibilities are regulated by Articles 25(1), points 19 and 20 of the Law on
Foreigners, which concern receiving a residence permit, after fulfilling certain conditions, including
making investments in Bulgarian companies. Therefore, Article 25 of the Law on Foreigners, which
was identified as relevant in slide 8 of the presentation above, and which has not been repealed as
the relevant provisions in the Law on Bulgarian Citizenship, could still be linked with certain risks,
which is also reflected in the 2023 Risk Events List. During the On-the-spot Control, the Bulgarian
authorities presented the corresponding information in chapter three of the 2023 NRA Report. In
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particular, the 2023 NRA Report includes information on the risks linked to Article 25(1), points 19
and 20 of the Law on Foreigners concerning receiving permanent residence permit through
investments on page 165 (page 2 of the On-the-spot Control Report).

Concerning the virtual currencies sectorial risk assessment, the Final Progress Report provides that
the Council of Europe delivered the Methodology for the Sectoral Assessment of ML/TF Risks
related to virtual assets and virtual assets service providers, together with the data gathering and
data analysis tools. In addition, according to an agenda of the event provided by DG REFORM, on 15
November 2021, the Council of Europe held a full-day online workshop to present and train the
participants of nine countries, including Bulgaria, on the methodology and its implementation, as
well as to discuss the virtual assets risks. The first session of the workshop provided an opportunity
to hear the views and practical experiences related to the topic from representatives of Europol,
Estonian FIU, FIU Luxembourg and a representative of the private sector. The second session was
dedicated to the presentation of the Council of Europe Methodology for the Sectoral Assessment of
ML/TF Risks related to VAs and VASPs. Moreover, different cases and investigations were presented
to illustrate the use of VAs by criminal organisations and the geographical reach of its use. Besides
serving as a platform for the discussion and sharing experiences, this workshop aimed at launching
the process of sectoral assessment of ML/TF risks in Bulgaria with the support of the Council of
Europe. According to a presentation given by the Council of Europe in this workshop, shared by DG
REFORM, slides 22 to 51 concern the main elements to conduct the assessment. According to page
3 of the On-the-spot Control Report, the sections of the 2023 VA/VASPs SRA Report covering these
elements were presented, in particular: country profile (pages 21-37), analysis of predicate
offences (page 26), analysis of customers (page 22), assessment of other economic sectors (page
32), analysis of VAs and VASP (page 24). More concretely, slide 51 concerned the steps of the
analysis of VAs and VASPs such as demonstration, objective and format. The format required listing
the risk events identified, determining the likelihood and consequences and filling in the risk level
matrix displaying the risk events as per assessed risk rating level. The Bulgarian authorities have
provided the 2023 VAs Risk Events List, which includes the risk events identified, their likelihood and
consequences, in line with the format presented by the Council of Europe. For example, Risk Event
1 on Fraud has a very high likelihood and a severe consequence assessment, which results in an
extreme risk rating. The Bulgarian authorities have also provided the 2023 VA/VASPs SRA Risk
Events Matrix where they have filled in the risk events as per their likelihood and consequences.

Overall, the process consisted of methodological guidance from the Council of Europe and advice on
how to apply the methods developed by the latter.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 242 Related Measure: C10.R10: Public Procurement

Name of the Milestone: Entry into force of legislative amendments to the Law on Public
Procurement to reduce the number of contracts without a call for tender (‘no call for bids’) and
single-call bids

Qualitative Indicator: Provisions in the Law on Public Procurement providing

ime: 2022
for the entry into force of the amendments Time: Q4 20

Context:

The objective of this reform is to improve transparency and increase competition in the public
procurement process. Milestone 242 requires legislative amendments to the Public Procurement
Law (PPL) to reduce the use of negotiated procurement (without prior publication) and single-
tender contracts. Notably, these amendments shall ensure:

e regular reporting on such procedures;

e reinforcement of ex-ante and ex-post controls, and controls by the relevant agencies;
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e increase in administrative responsibility and sanctions for breaches of the rules for the use
of such procedures;

e regular reporting on the use of effective sanctions;

e prohibition of the “reassignment” of tasks from “in-house” contracts to a subcontractor, as
well as transparency and effective sanctioning in relation to such contracts.

Milestone 242 is the first step of the implementation of the reform and is accompanied by target
243 for the reduction of the proportion of contracts awarded on the basis of a single bidder in this
payment request. It will be followed by targets 246 and 248 (further reductions of the proportion of
contracts awarded on the basis of a single bidder) and targets 247, 249 and 250 (each related to the
reduction of the share of negotiated procedures without prior publication). The reform has a final
expected date for implementation in Q4 2025.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary note duly justifying how the milestone (including all the constitutive elements)
was satisfactorily fulfilled.

ii. Act Amending and Supplementing of the PPL, published in State Gazette No. 84 of 20
October 2023.

iii. Copy of the State Gazette No. 88, of 20 October 2023
(https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=200381), promulgating the
legislative amendments to the PPL.

The authorities also provided:

iv. Table explaining the entry-into-force dates for legislative amendments relevant for the
elements of the milestone.

v. Copy of the Decision of Council of Ministers No. 322/23, of 27 April 2023, approving the
draft law amending and supplementing the PPL.

vi. Copy of the Decision of Council of Ministers No. 562/23, of 21 August 2023, approving the
draft law amending and supplementing the PPL.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Entry into force of amendments to the Public Procurement Law (hereinafter referred to as ‘PPL’).
to reduce the number of contracts without a call for tender (‘no call for bids’) and single-call bids.

According to paragraph 105 of the Transitional and Final Provisions of the law amending and
supplementing the PPL, the amended PPL entered into force two months after its promulgation in
the State Gazette No. 88, on 20 October 2023, with some exceptions. Therefore, most provisions of
the amended law entered into force on 22 December 2023. The exceptions, which relate to
elements of the milestone, include:

(i) Provisions, which enter into force on the day of the promulgation of the amended PPL

in the State Gazette No. 88, on 20 October 2023 (Articles 246, 229(1), point 22);
(ii) Provisions, which enter into force on 1 January 2024 (Articles 237a, 237b);
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(iii) Provisions, which enter into force on 22 July 2024 (Articles 229(1), point 2, letter “g”,
229(2), 229(3), 232a, 236).

The legislative amendments shall ensure regular (at least once a year) collection of information
and reporting on the use of such procedures to assess progress, a justification for the percentage
reached each time and an explanation on how progress has been made towards the objective.

This constitutive element is fulfilled by reference to Article 229 (1), point 28, Article 229 (10), and
Article 229a (3), and (4). All of these are new provisions.

Article 229 of the PPL satisfies the requirement for the collection and reporting on the use of ‘no
call for bids’ and ‘single call’ bids, based on the definition of procedures in Article 18(1), point 8 to
10 and 13, and Article 18(1), point 1 to 7 and 12, as well as their justification. Article 229 (1), point
28, requires that an annual published procurement market report shall be submitted by the PPA to
the Minister of Finance (hereinafter referred to as ‘MF’).

As per Article 229 (10) this report shall include information on the share of contracts awarded as a
result of negotiated procedures and the share of single-tender contracts as well as a comparative
analysis of this data compared to the data for the previous year and justification of the results,
addressing the requirement to justify the % reached each time.

By including a comparative analysis with the preceding year on the proportion of ‘single use’ and
‘no call for bids’ contracts, Article 229(10) covers the requirement to explain progress made
towards the objective of reducing the number of contracts without a call for tender or single call
bids. In addition, explanations on the progress made are also provided through the annual checks of
the Court of Auditors, the State Financial Inspection Agency and the Commission for the Protection
of Competition on the contracting entities with the largest proportion of contracts concluded as a
result of ‘single use’ and ‘no call for bids’ procedures. In particular, the new Article 229a (3), and (4)
introduce an obligation to send a report summarising the results of the infringements found to the
PPA, and subsequently be included in the PPA’s analytical report to the MF.

The legislative amendments shall ensure reinforcement of the ex-ante and ex-post controls and
controls by the relevant agencies.

Reinforcement of ex-ante controls:
The new provisions in Articles 229(1), point 2, letter g, 232a, 236, 237a and 237b of the PPL provide
reinforcement of ex-ante controls.

According to Article 229(1), point 2, letter g, of the PPL, the executive director of the PPA has a new
power in providing methodical assistance to contracting authorities by carrying out ex-ante controls
of all public procurement procedures with a value of more than BGN 5 000 000. This control is
categorised as “ex-ante” as it will take place in two stages — pre-publication and post-publication of
the tender. Article 232a specifies that the conditions and procedure for carrying out these ex-ante
controls shall be laid down in the Rules for the Implementation of the Act. Article 236 lists the items
that contracting authorities must submit to the PPA for these controls to be carried out.

Article 237a of the PPL establishes a new form of control carried out by observers. The Minister of
Finance may designate persons to participate as observers in the work of the evaluation committee
in the conduct of public procurement procedures for the award of public contracts of particular
complexity, enhanced public interest and/or critical infrastructure, and whose values exceed the
threshold for publication in the EU’s Tenders Electronic Daily. Subsequently, the observers shall
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draw up a report on their work, which they shall submit to the Minister of Finance and the
Contracting Authority within 10 days of the completion of the work of the evaluation committee.
This ongoing work by the observers, who must have competence over the subject matter of the
public contract and/or in the application of public procurement regulations, on these particular
types of contracts reinforces ex-ante controls.

In addition, Article 237b introduces a new obligation for contracting authorities. Public procurers
shall ensure a prior control of the legality of a public contract if the estimated value of the contract
is BGN 5 000 000 or more; or if the estimated value is equal to or greater than 10 % of the last
approved budget of the contracting authority.

Reinforcement of ex-post controls:

The new provision in Article 229(1), point 9 and the amended provision in Article 238 (4) of the PPL
provide reinforcement of ex-post controls.

Under Article 229(1), point 9, the PPA is obliged to refer procurement procedures to the ex-post
control bodies for compliance with the law, including procurement procedures in respect of which
control opinions have been sent (in cases where it is found that the tender documentation does not
comply with legal requirements). Control opinions result from random controls of public
procurement procedures, controls of negotiated procedures or controls of public procurement
procedures with a value more than BGN 5 000 000. The obligation for referral to ex-post control
bodies concerns all types of ex-ante controls opinions by the PPA. This means that the selection of
procedures for an ex-post control is now enhanced by taking into account issues found during an
ex-ante control.

Article 238(4) has been amended to oblige the State Financial Inspection Agency to carry out ex-
post checks on awarded contracts where control opinions under Article 229 (1) point 9 (that is
where it was found that the tender documentation did not comply with legal requirements)
contained findings of infringements. These ex-post checks must be carried out by the State Financial
Inspection Agency within one year of the conclusion of the contracts. By including ex-post checks on
awarded contracts subject to prior control checks, the State Financial Inspection Agency’s work is
targeted. In addition, the amended Article 238(4) obliges the State Financial Inspection Agency to
carry out periodic ex-post checks on compliance with the public procurement regime of contracting
entities not covered by the State Financial Inspection Act and based on an approved annual plan.
These entities are those contracting entities other than budgetary organisations, state enterprises,
particular commercial companies etc.

Reinforcement of controls by the relevant agencies:

In addition to the reinforced ex-ante controls and ex-post controls to be conducted by the PPA and
the State Financial Inspection Agency, the amended Article 246 provides for reinforced control
through the permanent Expert Advisory Council to the MF.

To reinforce the controls by the relevant agencies, Article 246(1) of the PPL provides for the setup
of a new permanent Expert Advisory Council to the Minister of Finance, in which representatives of
the Ministry of Finance, the Public Procurement Agency, the State Financial Inspection Agency and
the Executive Agency "Audit of European Union Funds" participate. In addition, Article 246(2)
provides that representatives of the Court of Auditors are invited to participate in the work and if
necessary, representatives of other institutions with competence in the discussed issues may be
invited to the meetings, thereby covering all possibly relevant agencies. The controls are reinforced
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in particular by the analysis of the correct implementation of the law and the guidelines issued by
the Expert Advisory Council, which aim to unify the practice of the methodological, control and
audit bodies pursuant to Article 246(3).

Under Article 246 before the amendment, a permanent Expert Council for cooperation existed,
which also issued guidelines. However, after the amendment, the composition of the council was
extended to include not only representatives of the Court of Auditors, the Public Procurement
Agency, and the State Financial Inspection Agency, but also of the Ministry of Finance and of the
Executive Agency "Audit of European Union Funds". In line with Article 5, point 16 of the Rules of
Organisation of the Ministry of Finances, approved by a Decree of the Council of Ministers No. 253
of 14 December 2016, last amended on 25 June 2023 and in force as of 1 August 2023, the Minister
of Finance implements the state policy in the field of public procurement. Furthermore, in line with
Article 21a of the Rules of Organisation of the Executive Agency "Audit of European Union Funds",
approved by a Decree of the Council of Ministers No. 346 of 30 December 2008, last amended on 18
August 2023 and in force as of 22 August 2023, the Directorate “Specific Audit Activity” participates
in carrying out inspections related to the awarding of public contracts. The amendment ensures
that the bodies with relevant competences are represented in the permanent Expert Council, which
would allow them to participate and contribute to the guidelines, and as a result, to facilitate the
work aiming at a more comprehensive unified practice. In addition, before the amendment, Article
246 did not specify the legal effects of the issued guidelines. After the amendment, Article 246(4)
provides that the guidelines are of a mandatory nature for application by all bodies exercising
control over the awarding of public contracts, including those included in the system for
management and control of funds from the European Union. The mandatory nature of the
guidelines further contributes to reinforcing the controls by the relevant agencies in the aim of
unifying the practice of the methodological, control and audit bodies, as provided in Article 246(3).

The legislative amendments shall ensure an increase in the scope of administrative responsibility.

In addition, to the reinforced control powers and associated responsibilities by the relevant control
agencies, as assessed above, the increase in scope of administrative responsibility is provided by the
creation of new administrative criminal provisions in the PPL such as Articles 249a, 251(1) and 256d.
These new administrative criminal provisions increase the scope of administrative responsibility by
introducing new types of violations and corresponding sanctions.

The newly introduced Article 79(7) of the PPL provides that in a negotiation procedure without prior
notice, the contracting authority may not conclude a contract at a price higher than the financial
resource that it announced in the previous open or limited procedure. This concerns a negotiation
procedure where all participants are invited, whose offers in a previous open or limited procedure
meet the requirements of the contracting authority but exceed its financial resources and the
originally announced terms of the contract have not been substantially changed. This provision
therefore aims to prevent cases where following an unsuccessful open or limited procedure, a
negotiation procedure without prior notice takes place resulting in a higher price, thus excluding
potential bidders who may have participated in case a new open or limited procedure with the
higher price had been announced. In case of non-compliance with Article 79(7), the newly
introduced administrative criminal provision of Article 249a provides for a fine in the amount of 2
per cent of the value of the concluded contract with VAT included, but not more than BGN 10 000.

Article 251(1) is a new administrative criminal provision that relates to mandatory environmental
requirements. It states that a contracting entity which fails to fulfil its obligation under Article 47(5)
or Article 47a(1) shall be liable to a fine of BGN 2000 to BGN 10 000. Article 47a(1) states that for a
public procurement of the value referred to in Article 20(1) and (2), the documentation shall contain
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environmental requirements. The values referred to in Article 20(1) and (2) range from BGN
100 000, to BGN 10526 116. Article 47(5) states that when awarding a public contract for the
supply of road vehicles, and for bus services contracting entities shall lay down requirements
ensuring that the criteria for clean vehicles is met.

Article 256d is a new administrative criminal provision, which provides for a fine of BGN 600 if the
contracting authority does not fulfil the obligation to provide reasoning for not complying with the
obligations under Article 232(7) and (10), and Article 235(2) of the PPL. Article 232(7) and (10)
concern the actions of the contracting authority following control by random selection, in particular
providing reasoning for not addressing the recommendations in the controlling authority’s interim
opinion under Article 232(6) and providing reasoning for not taking into account the findings of the
controlling authority’s final opinion under Article 232(8). Article 235(2) of the PPL concerns the case
when the contracting authority does not fulfil its obligation, before concluding an additional
agreement, to provide reasoning, supported by evidence why the amendment of the contract is
required.

The legislative amendments shall ensure effective and dissuasive sanctions for breaches of the
rules for the use of such procedures.

Sanctions for breaches of the rules regarding the use of ‘no call for bids’ and/or single-call bids are
set out in the new or amended Articles 249a, 250a, 257, which specify sanctions for the breach of
rules regarding the use of ‘no call for bids’ and/or ‘single call’ bids.

Article 249a is a new provision which states that a contracting authority who infringes the
prohibition laid down in Article 79 (7) shall be liable to a fine of 2 % of the value of the contract
concluded, including VAT, but not exceeding BGN 10 000. As indicated above, the newly introduced
Article 79(7) of the PPL provides that the contracting authority may not conclude a contract at a
price higher than the financial resource that it announced in the previous open or limited
procedure, where a negotiation procedure without prior notice is concerned.

Article 250a is a new provision which states that a contracting entity which concludes a contract as
a result of ‘no call for bids’ or ‘single-call bids” procedures without meeting the conditions for its
application set out in the Public Procurement Act shall be liable to a fine of 6% of the value of the
contract including VAT. This is up to a maximum of BNG 50 000 (regarding negotiations without
prior publication, or negotiation without prior invitation to participate or negotiation without
publication of a contract notice) or BNG 24 000 (regarding direct negotiation).

Article 257 is amended to specify that in cases referred to in Articles 255-249 and 256-256b, where
a total value is not indicated in the contract or cannot be determined, the amount of the fine shall
be determined on the basis of the estimated value set out in the contract notice or in the decision
in negotiated procedures, of the expenditure incurred or of the commitment to incur expenditure
under the contract or in the absence thereof, by the funds for the activity concerned provided for in
the budget of the contracting authority.

These sanctions can be considered effective and dissuasive as they are determined as a significant
percentage value of the contract value. The maximum limits of the sanctions should be viewed in
comparison to the minimum monthly salary in Bulgaria for 2023 which was BGN 780 and the
average which was BGN 1 952, as well as the average gross monthly wage of employees in the
public sector of BGN 2 255 (September 2023). Therefore, the sanctions would present a deterrent
to breaches of the legislative provisions and would contribute to more effective implementation of
the law.
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The legislative amendments shall ensure regular reporting on the use of effective sanctions in
financial correction procedures for non-compliance with public procurement procedures by
authorities responsible for the control and audit of the EU funds.

Articles 229a(5) of the PPL provides for such regular reporting on the use of effective sanctions in
the procedures for imposing financial corrections.

Article 229a(5) states that the annual analytical report from the PPA to the MF shall include
information received from the ‘Audit of European Union Funds Executive Agency’ on the use of
effective penalties in financial correction procedures. Such information is received annually in the
PPA in compliance with the requirements of Article 114 of the Regulations for Implementation of
the Public Procurement Law. In this regard, Article 229a, which is a new provision with explicit
reference to the Audit of European Union Funds Executive Agency, sets out the reporting
mechanism and the content of the annual analytical report including on EU funds. The Audit of
European Union Funds Executive Agency is the authority responsible for the audit and control of EU
funds in Bulgaria, there are no other authorities responsible for the audit and control of EU funds.

The legislative amendments shall include the prohibition of the “reassignment” of tasks from “in-
house” contracts (as defined in Article 12 of the Public Procurement Directive) to a subcontractor.

The new provisions in Articles 14(6), 15(2), 149(7) of the amended PPL provide for the prohibition to
subcontract ‘in house’ contracts.

Article 14(6), which is a new provision, states that in cases of ‘in house’ contracts, the contractor
shall not be entitled to subcontract the subject matter of the contract or parts thereof to other
persons. In addition, the contractor shall submit a declaration that it can fulfil the contract with its
own resources.

This prohibition applies also to contracts of an affiliated undertaking and to defense and security
contracts (Articles 15(2) and 149 (7) respectively — both new provisions).

The legislative amendments shall include a legal requirement for a timely publication of signed
“internal” procurement contracts and annexes thereto.

The amended Article 26(1) point 3 and the new Article 36(1) point 18 and point 19 of the PPL
provide for a legal requirement obliging the timely (within 30 days upon conclusion) publication of
internal (in-house) contracts and the annexes thereto.

Article 26(1) point 3 obliges contracting authorities to publish information for a concluded contract
30 days after the conclusion of the contract that falls within the exceptions from the scope of the
PPA. These exceptions include where the contract is of a value of BGN 50 000 and is an ‘internal’
contract. This is specified in Article 26(1) point 3 by referencing Article 14 on ‘internal’ contracts,
and Article 15 on ‘internal’ affiliated contracts. The publication obligation concerns the contract
award notice.

Article 36(1) point 18 and point 19 state that the Public Procurement Register shall publish
contracts for which a contract award notice has been published pursuant to Article 26 (1) point 3
(that is ‘internal’ contract), together with the annexes thereto, and shall publish the additional
agreements on amendments to these contracts together with the annexes thereto.
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The legislative amendments shall include a legal requirement to publish information on payments
under such contracts.

The new provision in Article 29(2) of the PPL fulfils this requirement.

Article 29(1) states that contracting entities shall send for publication a notice of the end of a public
contract or framework agreement containing information on the performance, termination or
nullity of the public contract. The new Article 29(2) states that this aforementioned notice shall also
be sent for contracts for which a contract award notice has been published under Article 26(1) point
3. Article 26(1) point 3 refers to ‘internal contracts’ by reference to Article 14 on ‘internal’ contracts,
and to Article 15 on ‘internal’ affiliated contracts, and requires that these contracts must be valued
at BGN 50 000 or more in order to satisfy the obligation for publication of the contract award
notice. Article 29(3) states that the notice of the end of a public contract or framework agreement
shall be drawn up in accordance with a standard form, and Article 229(6) states that these notices
shall be approved by the Executive Director of the PPA. According to the website of the PPA, Order
RD-6 of 31 January 2024 of the Executive Director of the PPA approved Template 11, ‘Contract
Closure Notice’. This Template 11 includes a section on ‘information on the amount paid under the
contract’, and on ‘information on the amount paid under the framework agreement’.

Contract or framework agreement implementation notices under Article 29 contain a field in which
information on the amounts paid under the contract needs to be filled in. In this sense, with the
reference to Article. 26, para. 1, point3, of the PPL, the publication of information on payments
under in-house contracts is ensured.

Penalty for non-compliance with the requirements for publication of information on signed in-
house procurement contracts and annexes thereto is provided for in Article 256a. The said provision
covers all cases of failure to publish in due time information subject to publication.

In addition, Article 36(1) point 6 states that notices for the closure of public contracts and
framework agreement shall be published in the Public Procurement Register. Article 36 (1) point 18
states that the Public Procurement Register shall publish contracts for which a contract award
notice has been published pursuant to Article 26(1) point 3, together with the annexes thereof.

The Council Implementing Decision requires publication of information on payments under internal
procurement contracts. Article 29(2) and Article 26(1) point 3 provide for such publication only in
case these contracts are valued at BGN 50 000 or more. Whilst this constitutes a minimal
substantive deviation from the requirement of the Council Implementing Decision, it is acceptable
considering the relatively low monetary contract value of BGN 50 000 which represents the
threshold above this information on payments is published. As of this, this minimal deviation does
not change the nature of the measure and does not affect the progress towards achieving the
reform that the Milestone 242 represents. On this basis, it is considered that this constitutive
element is satisfactorily fulfilled.

The legislative amendments shall include effective and dissuasive penalties in case of non-
compliance with the [three] elements above.

The new Articles 248(3) and 256a of the PPL provide for effective and dissuasive penalties in case of
non-compliance with the three elements above.

Where there is an infringement of the prohibition of “reassignment” of tasks from “in-house”
contracts to a subcontractor (Article 14(6)), Article 248(3) states that a penalty shall be imposed.
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This penalty is a fine of 6% of the value of the contract concluded but not exceeding BNG 75 000.
This penalty shall also be imposed when there is an infringement of this prohibition in relation to
affiliated undertakings (Articles 15(2)) and to defense and security contracts (149(7)).

Failure to fulfil the obligation to publish information on payments under signed ‘internal’ contracts
constitutes an administrative violation under Article 256a. This administrative penal provision
includes all cases of non-timely publication of information subject to publication. For such
violations, a fine of between BGN 400 and BGN 2 000 is imposed. This provision covers all cases of
failure to publish in due time information subject to publication and thus also the timely publication
of signed “internal” procurement contracts and annexes thereto.

These sanctions can be considered effective and dissuasive within the context of being a significant
percentage value of the contract value and that the maximum limits of the sanctions are high in
comparison to salaries in BG. The minimum monthly salary in Bulgaria for 2023 was BGN 780 and
the average was BGN 1 952. In addition, the average gross monthly wage of employees in the public
sector is BGN 2 255 (September 2023).

Commission Preliminary Assessment: Satisfactorily fulfilled.

Number: 251 Related Measure: C10.R11 Entrepreneurial Bulgaria

Name of the Milestone: Introduction of a procedure and requirements for issuing and revoking a
visa for start-up entrepreneurs

Qualitative Indicator: Provisions in the law indicating the entry into force of
the Ordinance on the procedure and requirements for issuing and revoking a | Time: Q3 2022
start-up visa adopted by the Council of Ministers

Context:

The objective of Reform C10.R11 is to foster the development of the high-tech sector in the country
by improving access to capital and talent, improving the business administration environment and
promoting entrepreneurship.

Milestone 251 concerns the entry into force of an ordinance establishing a procedure and
requirements for issuing and revoking the start-up visa, which has been introduced by Article 24p of
the Law on Foreign Citizens. The ordinance shall regulate the establishment of an Expert Council as
an advisory body to the Minister of Economy to provide opinion on submitted projects, applying for
issuance of a certificate for high-tech and/ or innovative project, called “Start-up visa”, as well as
the conditions and procedure for issuance, extension and revocation of the certificate.

Milestone 251 is the first step of the implementation of the reform and it will be followed by
milestone 252, 253, 254 and 255, related to the entry into force of the Personal Bankruptcy Law,
the entry into force of a new chapter in the Commerce Law for the introduction of a new legal form
of a commercial company, the entry into force of amendments to the Commercial Law for creating
a legal framework to achieve an accelerated liquidation of legal persons and entry into force of
amendments to the Labour Code improving the regulatory conditions for distance working in
Bulgaria. The Reform has a final expected date for implementation on 31 December 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
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elements) was satisfactorily fulfilled.

ii.  Copy of the Council of Ministers’ Decree No. 318 of 07 October 2022 on the adoption of the
Ordinance on the requirements and procedure for issuing, extending and revoking a
certificate for a high-tech and/or innovative project called a "Startup Visa”, published in the
State Gazette No. 82 of 14 October 2022.

The authorities also provided:

iii. Copy of the Law on Foreign Citizens, consolidated version, as last amended by the
publication in the State Gazette No. 67 of 4 August 2023.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The Council of Ministers shall adopt an Ordinance to establish the procedure and requirements for
issuing and revoking the "Start-up Visa”, which has been introduced by Article 24p of the Law on
Foreign Citizens:

The Ordinance on the requirements and procedure for issuing, extending and revoking a certificate
for a high-tech and/or innovative project called a "Start-up Visa” (hereinafter referred to as “the
Ordinance”), adopted on 7 October 2022 by the Council of Ministers, and published in the State
Gazette No. 82 of 14 October 2022, entered into force three days after publication, on 17 October
2022, in accordance with [provision on the entry into force] of the Ordinance.

The Ordinance has been adopted in accordance with Article 24p(3) of the Law on Foreign Citizens,
which provides that the conditions and procedure for issuing, extending and revoking the certificate
for a high-tech and/or innovative project shall be determined by an ordinance of the Council of
Ministers.

The start-up visa, the procedure and requirements for issuing and revoking of which has been
established by the Ordinance (in particular: Articles 5 to 12 on the procedure and on the
requirements for issuing and Articles 15 and 16 on the procedure and on the requirements for
revoking), has been introduced by Article 24p(1) of the Law on Foreign Citizens, which provides that
a long-term residence permit may be obtained by foreigners who hold a visa under Article 15(1) of
the Law on Foreign Citizens, have a certificate issued by the Ministry of Innovation and Growth for a
high-tech and/or innovative project called "Start-up visa" (hereinafter referred to “the Start-up
visa”), and after the issuance of the long-term residence visa have become partners or shareholders
in a Bulgarian commercial company, and who own no less than 50 percent of the capital of the
company, whose subject of activity is the one declared when issuing the Start-up visa.

The Ordinance shall regulate the establishment of an expert council as an advisory body to the
Minister of Economy to provide opinion on submitted projects, applying for issuance of a
certificate for high-tech and/ or innovative project, called ‘Start-up visa’. In addition, the further
specification in the Operational Arrangements clarifies that the expert council may organically
belong to any Ministry:

According to Article 4(1) of the Ordinance, the Minister of Innovation and Growth forms an expert
council as an advisory body for the issuance of the Start-up Visa (hereinafter referred to as “the
Expert Council”). According to Article 4(4) of the Ordinance, the Expert Council issues an opinion on
submitted projects applying for the issuance or extension of a Start-up visa, and requests to make
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changes to approved projects. Pursuant to Article 4(6) of the Ordinance, the composition of each
Expert Council could include representatives of the Ministry of Education and Science, the Patent
Office, the academic community, the Bulgarian Academy of Sciences, branch organisations,
professional and other business organisations may participate in the composition of each Expert
Council, and two representatives of non-profit legal entities uniting and directly related to start-up
companies and equity and risk investment funds shall be invited.

The Council Implementing Decision required that the Expert Council shall be established as an
advisory body to the Minister of Economy. In addition, the further specification in the Operational
Arrangements clarifies that the expert council may organically belong to any Ministry. The Expert
Council has been established as an advisory body to the Minister of Innovation and Growth. The
establishment of the Expert Council as advisory body to the Minister of Innovation and Growth is
linked to changes to the structure of the government. In particular, the amendment to Article 24p
of the Law on Foreign Citizens, bringing this competence in the remit of the Minister of Innovation
and Growth, was made by the Law to amend and supplement the Investment Promotion Law,
published in the State Gazette No. 22 of 18 March 2022, which in paragraph 7 of its final provisions,
provided that in the Law on Foreigners everywhere the words “Ministry of the Economy” shall be
replaced by “Ministry of Innovation and Growth”. The Law to amend and supplement the
Investment Promotion Law entered into force on 18 March 2022 in accordance with paragraph 8 of
its final provisions.

The Ordinance shall regulate the conditions and procedure for issuance of the Start-up Visa:

Articles 5 to 12 of the Ordinance provide for the conditions and procedure for issuance of the Start-
up visa. According to Article 5 of the Ordinance, the candidate submits a templated application and
the relevant attachments online to the Ministry of Innovation and Growth. The information to be
included in the application and the attachments are specified in Article 6 of the Ordinance, which
covers information about the identity of the applicant, about the company, and about the high-tech
and/or innovative project. Within 30 days of submission, the application and the documents
attached are considered by the Expert Council in accordance with the criteria specified in Article
7(5) of the Ordinance, which include sufficient means of subsistence, financial projections and
capital, client network, investments, valid patents or utility model registration certificates, business
plan and presentation. The Expert Council presents a report to the Minister of Innovation and
Growth, which contains a motivated proposal for issuing or refusing to issue a Start-up visa in
accordance with Article 8(1) of the Ordinance, after which the Minister of Innovation and Growth
takes a decision pursuant to Article 9 of the Ordinance on issuance of a Start-up visa, valid for a
year, or on a refusal to issue a Start-up visa. The decision is notified within 7 days of its issuance and
is subject to appeal in accordance with the Administrative Procedure Code. An electronic database
of all applicants and projects is maintained by the Ministry of Innovation and Growth in accordance
with Article 11 of the Ordinance.

The Ordinance shall regulate the conditions and procedure for extension of the Start-up visa:

Articles 13 and 14 of the Ordinance provide for the conditions and procedure for extension of the
Start-up visa. In particular, within one month before the expiry of the Start-up visa, the applicant
submits online to the Ministry of Innovation and Growth information on the work done so far in
accordance with the submitted application and its attachments under Article 6 of the Ordinance.
Within one month of receipt of the information, the Expert Council submits to the Minister of
Innovation and Growth a report that contains an opinion on the fulfilment of the requirements for
issuing the Start-up visa. The Minister of Innovation and Growth issues a decision on extension of
the term of the issued Start-up visa by another two years or on a refusal to extend the issued Start-
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up visa in case of non-compliance with Article 24p of the Law on Foreign Citizens or any of the
provisions of the Ordinance. The decision is notified within 7 days of its issuance and is subject to
appeal in accordance with the Administrative Procedure Code.

The Ordinance shall regulate the conditions and procedure for revocation of the Start-up visa:

Articles 15 and 16 of the Ordinance provide for the conditions and procedure for revocation of the
Start-up visa. In particular, the conditions for revocation include establishing that for the issuance or
extension of the Start-up visa, false data has been declared or no notification of changes in data and
circumstances was made within 7 days of their occurrence. Another condition for revocation is a
change of the circumstances, which hinder the implementation of the project, the implementation
of the provisions of Art. 24p of the Law on Foreigners or the fulfiiment of the requirements for
issuing the Start-up visa. Other established violations of Bulgarian legislation, for which a competent
state body has notified the Ministry of Innovation and Growth with a reasoned letter, could also
qualify as conditions for revocation if they relate to circumstances that prevent the implementation
of the project, the implementation of the provisions of Article 24p of the Law on Foreigners in the
Republic of Bulgaria or the fulfiiment of the requirements for issuing the Start-up visa. The decision
is notified within 7 days of its issuance and is subject to appeal in accordance with the
Administrative Procedure Code. The decision is entered in the electronic database under Article 11
of the Ordinance.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 253 Related Measure: C10R11 Entrepreneurial Bulgaria

Name of the Milestone: Entry into force of a new chapter in the Commerce Law for the
introduction of a new legal form of a commercial company

Qualitative Indicator: Provisions in the Commerce Law indicating the entry Time: Q4 2022
into force of the amendments

Context:

The reform aims to foster the development of the high-tech sector in the country by improving
access to capital and talent, improving the business administration environment and promoting
entrepreneurship.

Milestone 253 concerns the introduction of a new legal form of a commercial company, which shall
provide for more flexible instruments for business development, including acquisition contracts,
option pools, convertible loans, tag-along and drag along rights, and variable capital.

Milestone 253 is the third milestone of the of the reform, and it follows the completion of milestone
251, related to the entry into force of the Ordinance on the procedure and requirements for issuing
and revoking a start-up visa, and it is accompanied by milestone 252 in this payment request,
related to related to the entry into force of the Personal Bankruptcy Law. It will be followed by
milestone 254 on entry into force of amendments to the Commercial Law for creating a legal
framework to achieve an accelerated liquidation of legal persons.

The reform has a final expected date for implementation in December 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:
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i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled.

ii.  Copy of the publication in State Gazette No. 66 of 1 August 2023 of the Law amending and
supplementing the Commerce Law, adopted by the National Assembly on 20 July 2023,
https://dv.parliament.bg/DVWeb/showMaterialDV.jsp?idMat=197682.

The authorities also provided:

iii. Copy of the Commerce Law.

iv. Copy of the contract with the provider for 'Upgrading the commercial register and the
register of non-profit legal entities in connection with changes to regulatory framework and
European legislation'.

V. Copy of the introductory report of "Information Services", containing a work plan and a
timetable with detailed descriptions of stages and activities for the planned upgrade of the
information system of commercial register and the register of non-profit legal entities.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Entry into force of a new chapter in the Commerce Law for the introduction of a new legal form of
a commercial company. The amendments shall introduce a chapter in the Commerce Law for a
new legal form of a commercial company

The Council Implementing Decision required the entry into force of a new chapter in the Commerce
Law for the introduction of a new legal form of a commercial company. The amendments to the
Commerce Law were adopted on 20 July 2023 by the National Assembly and published in State
Gazette No. 66 of 1 August 2023. According to Article 5(5) of the Constitution of the Republic of
Bulgaria, laws enter into force 3 days after their publication in the State Gazette. Consequently, the
amendments to the Commerce Law entered into force on 5 August 2023, and introduced, through
the new Chapter fifteen, the Commercial Company with Variable Capital as a new legal form of
commercial company. However, according to §107 of the Law amending the Commerce Law, as
amended further by §3 of the Law on Amendment and Supplement of the Civil Procedure Code
from 31 July 2024, the technical possibility to register such a company will be available by 31 March
2025. Whilst this constitutes a minimal temporal deviation from the requirement of the Council
Implementing Decision, the delay between the publication [entry into force of the law] and the
actual application of the provisions is considered both limited and proportional to the number of
actions needed to ensure the technical feasibility of accepting and processing applications for
registering a Commercial Company with Variable Capital. In particular, it was necessary to upgrade
the information system of the commercial register with features for submitting documents for
company registration in line with the legislative amendments, which are wide reaching and novel
for the Bulgarian legal order due to the introduction of a new legal form of a commercial company.
In this regard, in accordance with §107 of the Law amending the Commerce Law, the Minister of
Justice was required within a six-month period to bring into conformity Ordinance No. 1 of 14
February 2007 on keeping, storing, and accessing of the commercial register and the register of
non-profit legal entities, adopted under Article 31(1) of the Law on Commercial Register and the
Register of Non-Profit Legal Entities Act (hereinafter Ordinance No. 1/2007). Considering that the
amended Commercial law constitutes the legal basis for the responsibilities of the Minister of
Justice, the working group assigned of conducting an analysis and preparing a draft amendment to
Ordinance No. 1/2007 could only be established after the entry into force of these provisions on 1
August 2023. Subsequently, the working group was established on 4 August 2023 and the draft
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amendments to Ordinance No. 1/2007 were adopted by the Minister of Justice and published in the
State Gazette on 22 March 2024. On 25 March 2024 a call for tenders to upgrade the Commercial
Register and the register of non-profit legal entities in connection with the change of regulatory
framework has been launched and as of 25 July 2024, a contract under the Public Procurement Act
has been signed with the selected contractor. The stages of execution include analysis of data and
requirements and preparation of a detailed technical specification; development of the software
solution; testing; implementation; training and warranty support. These steps are planned to be
completed by 31 December 2024 and are essential to ensure the technical feasibility of accepting
and processing applications for registering a Commercial Company with Variable Capital. Moreover,
the legal obligation in §107 of the Law amending the Commerce Law to finalise this work in order to
provide with the possibility to register such a company by 31 March 2025, which demonstrates the
certainty of application and the beginning of legal effects. In light of the upgrades needed to be
made to the commercial register's information system in line with the legislative amendments, and
given that the Bulgarian authorities proceeded with each step following the completion of the prior
one, the resulting delay can be considered limited.

On this basis, it is considered that this constitutive element of the milestone is satisfactorily fulfilled.

The amendments shall provide for more flexible instruments for business development

The amendments introduce a chapter in the Commerce Law for a new legal form of a commercial
company. Prior to the amendments the only options were creating a Limited Liability Company or a
Joint Stock Company. The new Articles 260a-260ab introduce the option of creating a Commercial
Company with Variable Capital, combining some of their advantages and eliminating cumbersome
requirements. The purpose of the introduced instruments is to modernise the legal framework in
the field of current company law by adapting the legal framework to the changing public relations in
the field of entrepreneurship. The new more flexible instruments introduced through the
amendments include acquisition contracts, option pools, convertible loans, tag-along and drag
along rights, and variable capital, as follows:

Acquisition contracts

In the case of the Limited Liability Company, acquiring shares is a strictly formalised process
requiring the involvement of a notary, which makes it slow and expensive. Within the Company
with Variable Capital, this process occurs seamlessly through the introduction of acquisition
contracts, diminishing administrative burdens and costs linked to capital adjustments.

According to Article 260h(1), the company share may be inherited, transferred and pledged. Article
260h(2) stipulates that the transfer of company shares is carried out freely, unless otherwise agreed
in the company agreement and that the contract for the transfer (acquisition) of a company share
may be concluded in written form without the need for notarisation of the signatures if provided by
the company agreement.

Additionally, in accordance with Article 260h(4), the transfer (acquisition) must be entered in the
book of partners to become effective.

Finally, according to Article 260h(5), the Company may acquire its own company shares under the
terms and conditions stipulated in the company agreement. The total nominal value of the own
shares cannot exceed 50 percent of the total value of the shares. The company is obliged to transfer
within three years the owned own shares that exceed this amount.

Option pools
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The Limited Liability Company, the most commonly used legal form for starting a business to date,
does not provide the possibility to issue shares and other fundraising tools, nor does it provide ways
to provide company shares as employee retention incentives. Option pools are commonly
recognised as a portion of company equity set aside for employees. The amendments to the
Commerce Law introduce option pools through Article 260i'. Article 260i'(1) states that the general
meeting may establish for persons employed by the company, regardless of the type of contract or
legal relationship, the right to acquire shares, which shall be exercised only by transferring the
company's own shares. According to Article 260i'(2), the general meeting may authorise the board
of directors or the manager, as the case may be, for a period not exceeding three years, to adopt
resolutions on the granting of shares.

Convertible loans

The amendments to the Commerce Law introduce the possibility for convertible loans. Convertible
loans are commonly known as loans that will be converted into shares of the company later, a
possibility that was not available before the amendments. Article 260i(7) states that the company
may, by decision of the general meeting, issue rights to acquire company shares, including to
conclude loan agreements, that may be converted into company shares. The issuance and exercise
of rights to acquire company shares, including for loans which may be converted into company
shares, shall be carried out in accordance with the terms and conditions agreed in the company
agreement.

Tag-along and drag-along rights

The amendments to the Commerce Law introduce the possibility for tag-along and drag along
rights, a possibility that was not available before the amendment.

Tag-along rights commonly refer to provisions enabling shareholders to join a larger shareholder or
a group of shareholders when selling their shares to a third party. According to the new Article
260i(2) the company agreement may provide for special rights and obligations of the partners, such
as the right of one or more of the partners to pre-emptively purchase shares offered for sale by a
partner or issued by the company, the right of one or more of the partners to sell all or part of the
shares held by him on the same terms as those, on which another partner transfers his shares, and
other rights.

A "drag-along" clause is a provision obliging a shareholder to sell his shares to a third party.
According to Article 260i(3) the company agreement may stipulate the conditions, under which, by
a decision of the general meeting, partners may be required to transfer their shares, as well as
stipulate an obligation that until the transfer is carried out, the partners cannot exercise their right
to vote in the general meeting, if the company shares are subscribed under this condition. In case of
no transfer of company shares within one month of the notification, the shares may be bought by
the company under the conditions specified in the company agreement, unless otherwise provided
for in the company agreement.

Variable capital

The amendments to the Commerce Law introduce the possibility for variable capital. Unlike the
Limited Liability Company, the Joint Stock Company doesn’t have a fixed capital that needs to be
registered in the Commercial Register. Article 260e(1) states that the capital of the company shall
be variable and shall not be subject to entry in the Commercial Register. The amount of capital at
the end of the financial year and its change in relation to the previous financial year shall be
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determined by a decision of the regular annual general meeting, convened to consider the annual
financial statement.

According to Article 260e(2), the capital of the company with variable capital shall be divided into
shares. Pursuant to Article 260e(4), partners make contributions against the assumed shares. The
term for making the contributions shall be determined in the company agreement, or by decision of
the general meeting.

Article 260f(1) states that the rights that the ownership share provides are proportional to the
nominal value of the shares, unless otherwise agreed in the company agreement. The rights to the
company share arise upon payment of the contribution to the capital.

Pursuant to Article 260f(2), if agreed in the company agreement, the company may issue shares
with special rights (privileges).

Pursuant to Article 260f(3), preferred company shares may provide for more than one vote in the
general meeting of the members, a guaranteed or additional dividend or an additional liquidation
share, a right of redemption of the company shares as well as other rights provided for in this Act or
in the company agreement (variable capital).

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 256 Related Measure: C10.R12: Economic analysis council

Name of the Milestone: Institutionalisation of the Economic Analysis Council

Qualitative Indicator: Economic Analysis Council and its Secretariat

Time: 2022
established and operational Ime: Q3 20

Context:

The objective of the measure is to lay the foundations for a process of gradual and sustainable
provision of in-depth academic economic expertise to the Bulgarian government.

Milestone 256 consists of four points: i) The Economic Analysis Council is established as an advisory
body; ii) it is supported by a secretariat; iii) it is expected to provide the Bulgarian government with
in-depth academic economic expertise; and iv) its main output consists of an annual report on the
state of the Bulgarian economy identifying the challenges and risks it faces and proposing solutions
to them.

Milestone 256 is the first step of the implementation of the reform, and it will be followed by
milestone 257, related to the adoption of the first annual report on the state of the Bulgarian
economy. The reform has a final expected date for implementation on 31 December 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i Council of Ministers Decree No. 28 of 20 February 2023 establishing the Economic Analysis
Council , hereinafter referred to as “Decree establishing the Economic Analysis Council”.
https://dv.parliament.bq/DVWeb/showMaterialDV.jsp?idMat=187188

ii. Rules on the Structure of the Council of Ministers and its Administration (YCTPOUCTBEH
MPABUJTHUK HA MUHUCTEPCKNA CbBET U HA HETOBATA AAMUHUCTPALINA), first
adopted by Council of Ministers Decree No. 229 of 23 September 2009, with relevant
amendments from 24 February 2023, hereinafter referred to as “Rules on the Structure and
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its Administration”. https://lex.bg/laws/Idoc/2135646627

iii.  Order No. P-49 of 10 March 2023 (3anosed P-49/10.03.2023) determining the composition
of the Economic Analysis Council, hereinafter referred to as “Order on the composition of
the Economic Analysis Council”.
https://saveti.government.bg/c/document library/get file?p | id=2220609&folderld=2220
615&name=DLFE-11714.pdf

iv. Copy of the job descriptions (AavxHocmHa xapakmepucmuka) of one state expert and the
head of department “Monitoring of implementation” at the Council of Ministers, Directorate
“Strategic Planning” assisting the Economic Analysis Council.

v.  Copy of the order of re-appointment No. H-1237 of 3 November 2022 (3anosed 3a
npeHasHa4yaseaHe) of one state expert and order of re-appointment No. H-1235 of 3
November 2022 of the head of department “Monitoring of implementation” at the Council
of Ministers, Directorate “Strategic Planning”.

The authorities also provided:

vi.  Council of Ministers Decision No. 151 of 1 March 2023 appointing the chairman of the
Economic Analysis Council (PeweHue No. 151/1.03.2023), hereinafter referred to as Council
of Ministers decision, appointing the chairman of the Economic Analysis Council.
https://saveti.government.bg/c/document library/get file?p | id=2220609&folderld=2220
615&name=DLFE-11713.pdf

vii. Protocol No. 1 of Economic Analysis Council meeting on 15 March 2023 (at which the
Secretary was elected and the Internal Rules were adopted), hereinafter referred to as the
Protocol on the election the Secretary and adoption of the Internal Rules.

viii. Internal Rules for the Organisation of Activities of the Economic Analysis Council adopted on
15 March 2023 (BbTPELLIHU MPABUJIA 3A OPTAHU3ALINA HA ,QEI;IHOCTTA HA CbBETA 3A
NKOHOMMUYECKN AHA/IN3U), hereinafter referred to as internal rules of the Economic
Analysis Council.
https://saveti.government.bg/c/document library/get file?p | id=2220609&folderld=2220
616&name=DLFE-11716.pdf

ix.  Copy of the first adopted report on the state of the Bulgarian economy on 21 March 2024.
https://cea.egov.bg/wps/portal/cea-web-en/annual-reports-en

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The Economic Analysis Council shall be established as an advisory body and be operational:

The Council of Ministers through the Decree establishing the Economic Analysis Council established
on 20 February 2023 the Economic Analysis Council, setting its goals and tasks as well as some
principal rules regarding its functioning. Specifically, Article 1 established the Economic Analysis
Council, entrusting advisory functions to assist the state authorities in making strategic and long-
term economic decisions.

The steps on making the Economic Analysis Council operational are laid down in Article 4 (2)-(4) and
Article 5 of the Decree establishing the Economic Analysis Council. Following these steps, on 1 March
2023 the chair of the Economic Analysis Council was designated through a Council of Ministers
decision, appointing the chair of the Economic Analysis Council. On 10 March 2023 the chair selected
the members of the Economic Analysis Council through the Order on the composition of the
Economic Analysis Council. Subsequently, on 15 March 2023, the Economic Analysis Council adopted
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the internal rules and elected the Secretary, as evidenced by the Protocol on the election the
Secretary and adoption of the Internal Rules. The Secretary of the Economic Analysis Council is
Plamen Nenov (https://cea.egov.bg/wps/portal/cea-web-en/council.members-en). On this basis the
Council is considered to have become operational.

The Economic Analysis Council shall be supported by a secretariat that is operational:

The requirement for a Secretariat to support the Economic Analysis Council is laid down in article
4(9) of the Decree establishing the Economic Analysis Council. The changes in the Rules on the
Structure and its Administration, made in the transitional and final provisions of the Decree
establishing the Economic Analysis Council, stipulate that the Strategic Planning Directorate within
the Council of Ministers Administration will perform, among other things, the functions of a
secretariat for the Economic Analysis Council.

In Art. 76 of the Rules of Procedure of the Council of Ministers and its Administration, adopted by
Resolution No. 229 of the Council of Ministers of 2009, point 12 is created:

"12. perform the functions of the secretariat of the Council for Economic Analysis.'

To consider that the Secretariat is operational, it is necessary that the duties of providing support for
the Council are ascribed to the respective positions and these positions are staffed. To this end, the
job descriptions of one state expert and his head of department were amended on 22 February 2023
to include the responsibilities of a secretariat to the Economic Analysis Council. The two employees
that form the Secretariat acknowledged the receipt of their amended job descriptions on 27
February 2023. They were re-appointed to the respective positions on 3 November 2022. The
Secretariat is considered operational because the positions with the amended job descriptions are
filled in.

It is expected to provide the Bulgarian government with in-depth academic economic expertise.

Article 1 of the Decree establishing the Economic Analysis Council creates it as an advisory body,
supporting the state authorities in making strategic and long-term economic decisions. Article 2
stipulates the mandate of the Council, which explicitly includes providing in-depth academic
economic expertise. The Council is required to elaborate independent analyses containing an
assessment of the challenges and medium- and long-term risks and opportunities facing the
Bulgarian economy, as well as formulating recommendations, possible solutions and measures to
overcome problems and crises.

The ability of the Council to provide in-depth academic economic expertise is supported by its
independence (article 3) and by the high requirements for its members, such as holding a PhD
degree in economics, finance, statistics, or econometrics and working either in the academia or at
research departments of public institutions, as provided for in Article 4 (5).

Its main output shall be an annual report on the state of the Bulgarian economy identifying the
challenges and risks it faces and proposing solutions to them.

Article 2 of the Decree establishing the Council of Economic Analysis lists the tasks of the Council of
Economic Analysis. The preparation of the annual report is laid down in Article 2(4). This annual
report is the only output that is explicitly specified in Article 2, hence it can be considered as the
main output of the Economic Analysis Council. Article 2(4) also prescribes that the annual report
should be presented to the Council of Ministers no later than 31 March of the year following the
year of the analysis and that it is put for public discussion at an annual forum.

The description of Reform 12 (C10.R12): Economic Analysis Council in the Council Implementing
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Decision required that the annual report shall be on the state of the Bulgarian economy. The
milestone description further specified this requirement as amounting to “identifying the challenges
and risks the economy faces and proposing solutions to them”. Although the Decree establishing the
Economic Analysis Council does not explicitly specify the scope of the report in Article 2(4), this can
be inferred from the preceding paragraphs (1) to (3) that specify the tasks of the Council of
Economic Analyses. Notably, Article 2(1) lists as one of the tasks of the Council for Economic Analysis
“producing independent analyses that assess the challenges and medium- and long-term risks and
opportunities of the Bulgarian economy and formulate recommendations, possible solutions and
measures”. Since the annual report is the only published output of the Economic Analysis Council, it
can be inferred that the report contains the analyses on the challenges and risks of the Bulgarian
economy and the proposed solutions referred to in Article 2(1), which according to the milestone
description amounts to the report on the state of the Bulgarian economy.

Moreover, the first annual report was adopted by the Economic Analysis Council on 21 March 2024
and was submitted to the Council of Ministers on 28 March 2024. Chapter 1 of this annual report is
titled The Bulgarian economy in 2023: Opportunities and challenges. On pages 3-14, the annual
report describes the state of the economy: It presents the recent macroeconomic developments
(pages 3-6), focuses on the investment activity in Bulgaria (pages 7-9) and discusses in short three of
the identified topics — regional economic disparities, euro adoption and health workforce shortages
(pages 10-13). Each of the three topics are then discussed in dedicated chapters that discuss the
risks, challenges and opportunities and propose solutions to them. Subsection 2 of chapter 1,
explains that the Economic Analysis Council identified “topics of importance for the countries’
medium and long-term economic development” through a series of internal discussions, as well as
through discussions “with representatives of the executive branch and the administration” (in line
with Article 2(3) of the Decree establishing the Economic Analysis Council). Subsection 2 then
explains that the identified topics will be analysed over the next three years. Three of the identified
topics are analysed in the 2023 annual report. Subsection 3 lists another six of the identified topics
that are to be analysed in 2024.

The three topics chosen for the 2023 annual report constitute indeed key challenges and risks. Both
regional economic disparities and health workforce shortages are among the challenges recognized
by the European Commission. For example, the 2023 Country Report for Bulgaria discusses regional
disparities and shortages of healthcare personnel both in the main body of the report and in annex
17 and annex 16, respectively. The topic of euro adoption is also relevant given that it is a declared
political priority and Bulgaria has been participating in the ERMII since 2020.

Whilst this constitutes a minimal substantive deviation from the requirement of the Council
Implementing Decision, given that the report is the main output of the Council, its scope can be
derived from the Economic Analysis Council’s tasks. The actual publication of the 2023 annual report
also demonstrates that its scope coincides with the milestone description. As of this, this minimal
deviation does not change the nature of the measure and does not affect the progress towards
achieving the reform that the milestone represents. On this basis, it is considered that this
constitutive element of the milestone is satisfactorily fulfilled.

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C10.111: Ensuring an adequate information and administrative

Number: 283 . . . s
environment for the implementation of the recovery and resilience plan

Name of the Target: Final recipients trained to strengthen their procurement capacity, including
the one of contracting entities

Quantitative Indicator: Number Baseline: 0 Target: 800 ‘ Time: Q4 2022

Context:
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Target 283 is part of investment C10.111. The objective of this investment is to improve the
information and administrative capacity for the delivery of key projects in the context of
performance-based funding, with a focus on the recovery and resilience plan of Bulgaria.

Target 283 is expected to address some of the weaknesses in organising public procurement
procedures and consists of trainings on setting selection criteria in public procurement and trainings
on checking the selection criteria covering operational, financial and administrative capacity for the
winning tenderers. The trainings shall prioritise staff from municipalities, budget operators, and
state owned or controlled companies, in particular those taking part in the implementation of
Bulgaria’s recovery and resilience plan. In addition, in line with the related elements in the
description of the investment and the further specifications in the Operational Arrangements, it is
required that ii) an administrative capacity map of implementing bodies is published and iii)
measures for improved data input to ARACHNE and the use of the risk scoring results are
implemented.

Target 283 is the second target of the investment that has seven milestones and targets in total. It
follows the completion of milestone 279, target 280 and milestone 281, related to the set-up of the
Management and Control system, including the repository system, in the context of the recovery
and resilience plan. It will be followed by targets 284 and 285, related to updating video guides for
the repository system and providing specialized training for final recipients to ensure they have the
necessary capacity to implement the RRP. The investment has a final expected date for
implementation in Q4 2025.

Evidence Provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the target (including all the constitutive elements)
was satisfactorily fulfilled;

ii. Annex 3- List of the individuals who received a certificate after completing a training in
public procurement procedures;

iii.  Annex 4- Copy of an Analytical Report on the capacity for management and coordination of
the implementing bodies (developed within the project “General Technical Support for the
Implementation of Bulgaria's Recovery and Resilience Plan REFORM/SC2021/140”),
including a link where it can be accessed:

https://www.minfin.bg/upload/55804/D3.1+-+Analytical+report to-
be transition+plan final+from+ECORYS+01.11.22.pdf;

iv. Annex 5- Copy of an Analytical Report on the monitoring capacity of the implementing
bodies (developed within the project “General Technical Support for the Implementation of
Bulgaria's Recovery and Resilience Plan REFORM/SC2021/140”), including the link where it
can be accessed:
(https://www.minfin.bg/upload/55805/D4+Analitical+Report_Final_16.02.2023.pdf);

V. Management and Control System, Annex 18: Carrying out ex ante verification through IT
systems, including ARACHNE (June 2023)

vi. Order of Ministry of Finance on approving the procedure for managing access to the
European System ARACHNE Commission for Fraud and Irregularities Risk Measurement with
Annex (22 November 2023)

vii.  Annex 3.1: Checklist to determine whether the contract was awarded lawfully

viii.  Annex 3.2: Checklist for verification of public contracts awarded following a restricted
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Xi.

Xii.

xiii.

Xiv.

XV.

XVi.

XVii.

XViii.

XiX.

XX.

XXi.

procedure under Article 18 (1) (2) of the Public Procurement Act

Annex 3.3: Checklists for verification of public contracts awarded following a competitive
procedure with negotiation in accordance with Article 18 (1) (3) of the Public Procurement
Act

Annex 3.4: Checklist for verification of a public contract awarded following a negotiated
procedure with prior invitation to participate under Article 18 (4) (1) of the Public
Procurement Act

Annex 3.5: Checklist for verification of public contracts awarded after negotiation with
publication of a contract notice under Article 18 (1) (5) of the Public Procurement Act
Annex 3.6: Checklist for verification of a public contract awarded following a competitive
dialogue under Article 18 (6) (1) of the Public Procurement Act

Annex 3.7: Checklist for verification of public contracts awarded following an innovation
partnership procedure under Article 18 (1) (7) of the Public Procurement Act

Annex 3.9: Checklist for verification of documentation for the award of a negotiated
procedure without prior invitation to participate under Article 18 (1) (9) of the Public
Procurement Act

Annex 3.10: Checklist for verification of public contracts awarded following a design
contest under Article 18 (1) (11) of the Public Procurement Act

Annex 3.11: Checklist for verification of public contracts awarded following a public
competition under Article 18 (1) (12) of the Public Procurement Act

Annex 3.12: Checklist for verification of public contracts awarded after direct negotiation in
accordance with Article 18 (1) (13) of the Public Procurement Act

Annex 3.13: Checklist for verification of award after the collection of tenders with a notice
under Articles 20 (3) and 187 of the Public Procurement Act

Annex 3.14: Checklist for verification of the commissioning of project activities by final
recipients of RRF funds through a public call under Council of Ministers Decree No 80 of
2022

Annex 3.15: Checklist for checking the performance of a contract awarded on the basis of
Article 14 (1) (5) to (7) and Article 15 of the Public Procurement Act

Sampling evidence: 60 issued training certificates with names of participants, dates of
training, course name and a unique certificate number and code

The authorities also provided:

xxii.  Annex 1- Program of the e-module and presentations and print screens of the training in
our information system

XXiii. Annex 2- Invitation letter sent to administrations for submission of applications

XXiV. A copy of the audit report 26 April 2023 issued by Grant Thornton assessing the
organisation, administrative and technical capacity of the Ministry of Transport and
Communications (MTC) and the National Railway Infrastructure Company (NRIC) to prepare
and implement TEN-T railways projects in line with EU objectives included in TEN-T
Regulation and RRP targets.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the target.

The trainings resulting in certification are expected to address the weaknesses in organising
public procurement procedures.

An electronic self-learning module entitled 'Current Changes in the Implementation of the Law on
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Public Procurement' was created for the Institute of Public Administration. This module requires
approximately four hours to be competed and concludes with a final test as was verified via
reviewing the e-module (Annex 1).

In total, 824 participants graduated from the programme (Annex 3). All individuals received a
certificate upon completing the training in public procurement procedures and a sample of 60
certificates, as requested by the Commission, was submitted as supporting evidence.

The list of individuals who received a certificate after completing the training in public procurement
procedures contains for each individual the following information: a unique identifier, the official
reference of the certificate, hours completed, and the specification whether it was obtained by staff
from municipalities, budget operators, and state owned or controlled companies, with
responsibilities related to the implementation of the recovery and resilience plan.

Two more elements were requested in the Operational Arrangements - reference to the number of
training actions and the type of training provided with a description of its content. As the there is
only one type of training, the above-mentioned self-learning module, the number of training actions
for all participants is by default one. Additionally, all participants finished the same module, and a
detailed description of the programme was provided as supporting evidence (Annex 1). The name of
the course (2022 — OP-12 — Recent changes in the implementation of the Public Procurement Act) is
printed on the certificates of completion on all the sample certificates that were checked.

The Commission selected, based on the provided cover note and Annex 3 uploaded in FENIX, which
includes the list of 824 certificates, a total of sixty certificates to be verified. In response to this
selection, the authorities were requested to provide copies of the certificates for the trainings.
These certificates correspond to each of the selected units as per the identified sample. The aim of
this sampling exercise was to ensure that the selected individuals have completed the necessary
training to improve public procurement processes. The evidence provided for a sample of sixty units
confirmed that the requirements of the target have been met. All the certificates contain the
necessary elements to demonstrate that participants took part in public procurement training:
name and family name of the participant, certificate code and unique number, name, and date of
training.

Concerning the weaknesses in organising public procurement procedures: In the Single Market
Scoreboard!, Bulgaria consistently ranks low in comparison to other Member States in the
dimensions of transparency and competition in public procurement. This is also highlighted in the
Staff Working Document accompanying the proposal for a Council Implementing Decision on the
approval of the assessment of the Recovery and Resilience Plan for Bulgaria (COM(2022) 172 final),
specifically in Section 2.2. It is also addressed within the context of the European Semester, as
detailed in several Country Reports!? and the Recitals to Country-Specific Recommendations®. The
core weaknesses identified are low competitiveness and a lack of transparency.

The training module aims to address the related weaknesses in organising public procurement
procedures in several ways:

1 https://single-market-scoreboard.ec.europa.eu/indicators_en

12 https://commission.europa.eu/business-economy-euro/economic-and-fiscal-policy-coordination/european-
semester/european-semester-your-country/bulgaria/european-semester-documents-bulgaria_en

13 https://commission.europa.eu/business-economy-euro/economic-and-fiscal-policy-coordination/european-
semester/european-semester-your-country/bulgaria/european-semester-documents-bulgaria_en
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Selection Criteria and Discriminatory Practices: This part of the module outlines three types of
selection criteria: professional suitability, economic and financial standing, and technical and
professional ability. By teaching the evaluation of the bidders' competence, financial stability, and
technical expertise, the module contributed to improving fairness and competitiveness in the
bidding process. This merit-based approach helps prevent unqualified entities from securing
contracts based solely on lower costs or other non-merit factors. Additionally, it addresses
competition issues by highlighting discriminatory practices, such as restrictions on foreign
companies and disproportionate technical specifications.

Dynamic Purchasing Systems (hereinafter referred to as “DPS”): DPS is a flexible, electronic process
primarily for acquiring commonly used goods, services, or works, which allows new suppliers to join
at any time. This part of the module focuses on how DPS differs from framework contracts and
explains how DPS allows for more frequent competition and market refreshing, offering
opportunities for suppliers to join or update their bids. This system, when well-understood by
trained individuals, can significantly enhance procurement processes by fostering continuous
competition and adaptability, leading to more efficient and cost-effective purchasing decisions.

Estimated Value Definition: This part of the modules trains participants to set a realistic estimated
value for procurements, including conducting market research and consultations. Setting realistic
values enhances fair competition and transparency in several ways. Firstly, a well-researched
estimated value reflects the actual market conditions, preventing over- or underestimation that
could deter potential bidders or skew the competition. Secondly, it improves transparency by
providing a clearer basis for bid evaluations, reducing the risk of unfair advantages. Third, it
improves the level playing field where all bidders compete based on realistic and transparent
project valuations.

Use of Legal Instruments - Options and Addenda: This part of the module provides insights into the
flexibility in public procurement, which can contribute to more competitive and transparent
procurement processes. Options in procurement allow for adjustments based on project
requirements or market changes, while addenda provide more clarity and updates to the bidding
documents. This flexibility helps adapting to evolving needs and market conditions, while ensuring
that the procurement process remains competitive and transparent. Using these legal instruments
enables procurement professionals to adapt to changing circumstances and requirements, fostering
a more dynamic and open bidding environment.

Current Practices of the Commission for Protection of Competition and Supreme Administrative
Court: This part of the modules presents the decisions of the two bodies which improves the
participants awareness of the latest interpretations and applications of procurement laws, which is
expected to help transparency and fairness in procurement processes.

Amendments of Law: By focusing on the recent changes in the Law on Public Procurement, this part
of the training module covers the latest changes to legal requirements, reducing the risk of non-
compliance due to outdated information. This helps ensuring that procurement processes are
conducted according to the most recent legal standards. This is expected to improve consistency in
implementation of legislation, minimizing errors and inefficiencies.

On this basis, it can be considered that the trainings address the weaknesses in organising public
procurement procedures.

The trainings shall prioritise staff from municipalities, budget operators, and state owned or
controlled companies, in particular those with responsibilities related to the implementation of
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the RRP.

On 11 October 2022, the authorities sent an invitation letter (Annex 2) to relevant administrations
and bodies for submission of applications, including budget operators, state owned or controlled
companies and municipalities. The letter requests assistance in identifying the most relevant staff
from various structures to complete the training. It emphasizes that all staff involved in the
implementation of measures included in the recovery and resilience plan, as well as those
responsible for preparing and conducting public procurement procedures, should undergo this
training.

Based on the list of 824 participants provided by the authorities (Annex 3), the distribution of
participants across types of employers is as follows:

e Budget Operators: 484
e  Municipalities: 316
e State-Owned Enterprises: 24

This provides further assurance that staff from municipalities, budget operators, and state owned or
controlled companies was indeed prioritised.

Furthermore, in line with the description of the measure, the objective of this investment is to
improve the information and administrative capacity for the delivery of key projects in the
context of performance-based funding, with a focus on the recovery and resilience plan of
Bulgaria. This shall be achieved through further upgrades to the Unified Management Information
System, which shall include an improved provision and analysis of data to ARACHNE.

The Information System for the Management and Monitoring of EU Funds in Bulgaria (EUMIS 2020),
utilized for implementing Bulgaria's RRP, features functionality for generating files to upload data
into the ARACHNE system. EUMIS 2020 was upgraded with regard to access to the system and data
input in line with the Management and Control system of the RRP. The relevant files include
comprehensive data on RRP investments. With ongoing RRP implementation, the usage of both
systems and the volume of transferred data have increased. To enhance data provision to Arachne,
based on the Order of the Ministry of Finance of 22 November 2023 on approving the procedure for
managing access to the European System ARACHNE Commission for Fraud and Irregularities Risk
Measurement with Annex, these files will now be uploaded weekly instead of bi-monthly, ensuring
more timely access to information for checks and controls by ARACHNE users. Therefore, this
measure improves data provision to ARACHNE and constitutes a further upgrade to EUMIS 2020.

The Structures for Monitoring and Reporting (SMR) on RRP investments perform checks in
ARACHNE for double funding and conflict of interest during project proposal evaluations and before
contract conclusions. Following audit recommendations, specific controls are being implemented in
the ARACHNE system's checklists for ex-post checks of public procurement and contracts (see
Annexes 3.1-3.15). This measure improves data analysis in ARACHNE.

In line with the description of the measure, this target covers the provision of trainings on public
procurement for final recipients of funds with a focus on beneficiaries with identified
weaknesses, as follows:

The Analytical Report on the capacity for management and coordination of the implementing
bodies identifies the following beneficiaries with weaknesses in organising public procurement:
Ministry of Education, Ministry of Labour and Social Policy, Ministry of Innovation and Growth,
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Ministry of Regional Development and Public Works, Ministry of Energy, Ministry of Agriculture,
Ministry of Transport and Communications, Ministry of Health, and additionally National Culture
Fund and Bulgarian Academy of Sciences.

In the invitation letter (Annex 2), the following beneficiaries were invited to the training: Ministry
for Labour and Social Policy, Ministry for Transport and Communications, Ministry for the Interior,
Ministry of Finance, Ministry of Health, Ministry for Regional Development and Public Works,
Ministry for Energy, Ministry of Education, Ministry of Justice, Ministry for Culture, Ministry for the
Environment and Water, Ministry for Agriculture, Ministry for Innovation and Growth, Ministry for
E-Government, National Statistical Institute, State Road Safety Agency, National Culture Fund,
Supreme Judicial Council, Supreme Administrative Court, Office of the Chief Prosecutor of the
Republic of Bulgaria, Bulgarian Academy of Sciences, Electricity System Operator EAD, Bulgarian
Post EAD, National Railway Infrastructure Company, Metropolitan EAD, Bulgarian WSS Holding EAD,
Ministerial Council's Secretary General, Public Institute's Executive Director, Central Coordination
Unit Directorate in the Administration of the Council of Ministers, National Fund Directorate of the
Ministry of Finance, and Economic and Financial Policy Directorate of the Ministry of Finance.

The Council Implementing Decision states that the trainings shall prioritise staff from municipalities,
budget operators, and state owned or controlled companies. The list of beneficiaries thus includes
staff from the public administration. This is in line with the purpose of the corresponding measure,
which, as provided in the measure description, states that the objective of the investment is to
improve information and administrative capacity for the delivery of key projects in the context of
performance-based funding, with a focus on the recovery and resilience plan of Bulgaria. In
addition, the Staff Working Document, accompanying the Commission proposal for the Council
Implementing Decision, also stresses the need to further strengthen the administrative capacity in
Bulgaria, in particular what concerns the institutions responsible for the implementation of the
plan. Finally, the name of the target is: ‘Final recipients trained to strengthen their procurement
capacity, including the one of contracting entities’. As such, the name of the target indicates that
staff from the ‘contracting entities’ is also covered by the target. Given these circumstances,
‘beneficiaries’ referred to in the description of the measure should be understood as denoting staff
of public authorities (in particular, of municipalities and budget operators), of state-owned or
controlled companies and of contracting entities.

On this basis, it is considered that this constitutive element of the target is satisfactorily fulfilled.

Based on the list of 824 participants provided by the authorities (Annex 3), 316 out of 484
participants from budget operators, come from beneficiaries with weaknesses in organising public
procurement, distributed as follows:

Ministry of Agriculture: 44 participants

Ministry of Energy: 15 participants

Ministry of Health: 9 participants

Ministry of Regional Development and Public Works: 43 participants
Ministry of Transport and Communications: 28 participants

Ministry of Labour and Social Policy: 31 participants

The highest number of participants from other organizations not explicitly mentioned in the
Analytical Report comes from the National Railway Infrastructure Company SE, with 64 participants,
and the Road Infrastructure Agency, with 49 participants and both deal with important RRP
investments. Overall, clear identified weaknesses in the transport sector include the frequent lack
of eligible bidders and extended delays in the process, which can also be attributed to the
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heightened workload and lack of sufficient staff and resources, as identified in the Independent
Audit of the capacity of the Ministry of Transport and communication and the National Railway
Infrastructure Company for management and coordination of activities relating to the preparation
and implementation of rail projects to develop the Trans-European Transport Network.

Furthermore, in line with the description of the measure, an administrative map analysing the
capacity of beneficiaries has been published. The target is further specified in the Operational
Arrangements, which requires that the administrative capacity map shall contain analyses on the
administrative capacity of implementing bodies involved in the delivery of key projects in the
recovery and resilience plan of Bulgaria.

The further specifications of the Operational Arrangements state that “the administrative capacity
map shall contain analyses on the administrative capacity of implementing bodies (...)"”. With this,
the map and the analyses are jointly considered as an administrative map. In line with this, two
analyses were developed, which include a mapping, in the form of tables and charts, of the
administrative capacity of the implementing bodies. Together, the analyses constitute an
administrative map to evaluate the capacities of beneficiaries, within the project ‘General Technical
Support for the Implementation of Bulgaria's Recovery and Resilience Plan REFORM/SC2021/140’.
Both were published on the website of the Ministry of Finance:

e Analytical Report on the capacity for management and coordination of the implementing bodies
(Annex 4), published in October 2022.

e Analytical Report on the monitoring capacity of the implementing bodies (Annex 5), published
in October 2022.

The authorities provided two analyses that describe the weaknesses in administrative capacity and
the shortcomings of the monitoring and control systems in place for implementing bodies involved
in the delivery of key projects in the recovery and resilience plan of Bulgaria. The analysis covers
ten Monitoring and Reporting Structures (bodies that oversee implementation and ensure the rules
and procedures concerning the provision of financial support to final recipients are followed
correctly) responsible for 21 RRP investments out of 57 in total: Ministry of Education, Ministry of
Labour and Social Policy, Ministry of Innovation and Growth, Ministry of Regional Development and
Public Works, Ministry of Energy, Ministry of Agriculture, Ministry of Transport and
Communications, Ministry of Health, and additionally National Culture Fund and Bulgarian Academy
of Sciences. For instance, the Ministry of Energy and the Ministry of Regional Development oversee
key projects under the low-carbon component, which addresses the critical challenge of
decarbonizing the energy sector, given that Bulgaria's economy stands as the most resource- and
carbon-intensive within the EU. The Ministry of Innovation and Growth oversees all projects in the
Smart Industry component, which aims to create favourable conditions and provide incentives for
private investment and is one of the biggest in terms of funding. The Ministry of Education and
Ministry of Labour and Social Policy are in the lead for several key reforms and investments in
components on education and skill and social inclusion. This includes the reforms of the minimum
income scheme and reforms in preschool and school education and lifelong learning.

Analytical Report on the capacity for management and coordination of the implementing bodies
(Annex 4):

As of the end of July 2022, most Monitoring and Reporting Structures had not formally organized
their units or developed organization charts and job descriptions for RRP investment
implementation. The report concludes that the risk management and human resources were
significant areas of concern. Many structures were understaffed, with delayed recruitment
processes and a lack of mechanisms to identify training needs for staff, posing risks of delays and
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insufficient information management.

Analytical Report on the monitoring capacity of the implementing bodies (Annex 5):

The report identifies several weaknesses in the ten Monitoring and Reporting Structures. Regarding
milestones and targets, it highlights a critical lack of specified supporting documents and unclear
guidelines for verifying achievements, along with ambiguity in developing technical reports for non-
material harm compliance. Structurally, many bodies were missing a formally established data
distribution service, coupled with an unclear division of responsibilities among experts. In terms of
human resources, there was uncertainty about their sufficiency, a lack of estimates for experts
needed for monitoring and on-the-spot checks and outdated job descriptions. Additionally, there
were deficiencies in the instruments used, evidenced by incomplete internal rules for implementing
RRP activities.

Moreover, as further specified in the Operational Arrangements the trainings on public
procurement capacity include training on (i) the setting of selection criteria covering operational,
financial, and administrative capacity of the bidders and (ii) the checking of such elements for the
winning tenderers, as follows:

The third segment of the self-learning module, detailed above, covers the essential requirements
for demonstrating operational, financial, and administrative capacity of the bidder. This segment
(Annex 1) outlines three primary types of selection criteria, as prescribed in the Directives that
address the specific requirements, as follows:

e Operational Capacity: The module outlines criteria for professional suitability, ensuring bidders
possess necessary certifications and capabilities for specific professional activities.

e Financial Capacity: It outlines criteria for assessing bidders' financial health, such as by
analysing balance sheets and turnover related to the contract scope, to ensure financial
stability.

e Administrative Capacity: Finally, the module outlines criteria for assessing bidders' technical
and professional abilities, focusing on qualified staff and technical resources availability.

The program also highlights potential discriminatory selection criteria, such as unjustifiable
restrictions on foreign companies, disproportionate technical specifications, and the requirement of
experience in reference projects limited to specific programs or types of financing.

Moreover, the third segment of the self-learning module, covering the responsibility by the
contracting authority, clearly articulates the selection criteria in all public communications
associated with the procedure. This includes announcements on the commencement of the
procedure, invitations to confirm interest, and the specific provisions laid out under Article 18,
paragraph 1, points 8, 9, and 13 of the Public Procurement Act, especially in relation to invitations
for negotiation participation.

Concerning the checking of such elements for the winning tenderers, this aspect is addressed in the
same segment of the self-learning module (Annex 1). It includes information on how to assess the
suitability, economic and financial standing, as well as technical and professional ability of the
winning tenderers. The module provides guidance on how to assess the economic and financial
standing of candidates or tenderers. This includes considering aspects like minimum overall
turnover, professional indemnity insurance, and positive asset-liability ratios. It outlines the criteria
for ensuring that candidates or tenderers possess the necessary human and technical resources and
experience to perform the contract to an appropriate quality standard.
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Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 287 Related Measure: C11.R1 Reform of the minimum income scheme

Name of the Milestone: Finalisation of a report on the minimum income scheme

Qualitative Indicator: Final report issued by the Ministry of Labour and Social

Policy and published on the website of the Ministry Time: Q4 2022

Context:

Measure C11.R1 aims to improve the adequacy and coverage of the minimum income scheme.

Milestone 287 requires issuance and publication of a final report on the minimum income scheme,
which shall provide evidence-based recommendations on how to expand effective coverage and
enhance targeting of the minimum income scheme, improve employment incentives and activation
measures, and reduce administrative burden.

Milestone 287 is the second step of the implementation of the reform, and it follows the
completion of milestone 286, related to amendments to the Social Assistance Act regarding the
increase of the adequacy and coverage ratio of the minimum income scheme, specifically, the
computation of the income threshold. It will be followed by milestone 288, related to the entry into
force of the relevant legislation, and by target 289, related to number of recipients of the monthly
minimum income support. The reform has a final expected date for implementation on 31
December 2024.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i) Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii) Link to the website of the Ministry of Labour and Social Policy where the final report has
been  published: https://www.mlsp.government.bg/reforma-na-sistemata-za-minimalen-
dokhod. The report reflects the situation as of 31 December 2022.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The analysis shall make evidence-based recommendations to expand effective coverage, enhance
the targeting of the minimum income scheme, incentivise the take-up of gainful employment,
improve linked activation measures through the PES and significantly reduce the administrative
burden for the individuals and for the administration in the application procedures.

Part 7. of the Report “Conclusions and Recommendations” (pp. 51-52) provides the following
recommendations, in line with the descriptions of the milestone:

to expand effective coverage:

e recommendation 3. Relaxation of the eligibility criteria for social benefits. As evidenced by
the OECD report (January 2021) quoted in the analysis, Bulgaria lags when it comes to the
share of the poor eligible for the minimum income scheme. As such, it is recommended to
review and relax certain restrictions for application, for example, the income criterion. It
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should help expanding the coverage of people at-risk-of-poverty eligible for minimum
income support.

e recommendation 8. Shortening the deadline for mandatory registration in the Labour Office
Directorate for unemployed persons of working age applying for a monthly allowance from
six to three months. According to the data collected by the Social Security Institute, the six-
month registration period limits access to the minimum income scheme over a relatively
long period of time. It is also one of the main reasons for refusal to grant monthly social
assistance. Based on the analysis, shortening the registration period to 3 months would
allow to maintain the incentive to take up gainful employment, while providing the
necessary and timely financial assistance in critical times.

e recommendation 9. Fine-tuning the income coverage to be taken into account when
applying the income criterion, with a view to social inclusion of individuals and their
retention in the labour market. The current definition of gainful income is rather broad,
including, for example, family and childcare allowances. Revising it would allow to expand
the scope of people at-risk-of-poverty eligible for minimum income scheme.

e recommendation 13. Waiving the requirement of the size of the dwelling of applicants for
monthly social benefits as a condition for their receipt. The size of the dwelling is among
some of the most common reasons for refusal of the social assistance. Removing this
restriction would allow to expand the scope of people at-risk-of-poverty eligible for
monthly financial assistance.

to enhance the targeting of the minimum income scheme:

e recommendation 3. Relaxation of the eligibility criteria for social benefits. As evidenced by
the OECD report (January 2021) quoted in the analysis, Bulgaria lags when it comes to the
share of the poor eligible for the minimum income scheme. As such, it is recommended to
review and relax certain restrictions for application, for example, the income criterion. It
should help enhancing the targeting of people at-risk-of-poverty eligible for social minimum
income scheme.

e recommendation 9. Fine-tuning the income coverage to be taken into account when
applying the income criterion, with a view to social inclusion of individuals and their
retention in the labour market. The current definition of gainful income is rather broad,
including, for example, family and childcare allowances. Revising it would allow to expand
the scope of people at-risk-of-poverty eligible for minimum income scheme.

to incentivise the take-up of gainful employment:

e recommendation 4. Strengthening the Centre for Employment and Social Assistance to
achieve effective inter-institutional interaction for the inclusion of inactive people in the
labour market. The Centre draws on staff from the Employment Agency and the Social
Assistance Agency and thus it is recommended that inter-institutional coordination is
further strengthened and streamlined to provide informed and quality assistance._

e recommendation 7. Develop regulatory changes to support, for a certain period of time,
those who received monthly social benefits at the time of taking up employment as an
incentive to enter and remain in the labour market. Based on the data collected by the
Social Assistance Agency and other evidence, for example, in the forms of letters and
complaints, it has been identified that in cases where employment contracts are not
extended after the probationary period, in combination with the 6-month registration
period for social assistance, many people find themselves in a critical situation, often more
challenging than prior to taking-up employment and at the time when they were supported
by the social assistance scheme. As such, it is recommended, that social assistance support
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is extended, for a certain period, beyond the time of taking up gainful employment. It
should strengthen the incentive to seek lasting employment.

to improve linked activation measures through the public employment services:

e recommendation 1. Stimulating people’s participation in the labour market while constantly
improving their suitability for labour market requirements by improving the quality of the
services provided. The analysis identifies that insufficient education, knowledge or skills
needed in the modern labour market are one of the key barriers to taking up gainful
employment. This recommendation thus aims to ensure that social service institutions
provide targeted and quality support, also in this regard. To that end, social services
institutions are thus to offer advice and training on improving and enhancing relevant
knowledge and skills.

e recommendation 4. Strengthening the Centre for Employment and Social Assistance to
achieve effective inter-institutional interaction for the inclusion of inactive people in the
labour market. The Centre draws on staff from the Employment Agency and the Social
Assistance Agency and thus it is recommended that inter-institutional coordination is
further strengthened and streamlined to provide informed and quality assistance.

e recommendation 6. The priority consideration and adoption of Regulations for the
Implementation of the Social Assistance Act, as a natural extension of legislative change, is
a prerequisite for achieving these objectives. The analysis identifies that amending the legal
framework is a necessary step to transform the social assistance scheme, including the
improved activation measures.

e recommendation 10. Strengthen proactive action on the labour market inclusion of those
on social assistance in order to increase the targeting of support measures. The analysis
identifies that insufficient education, knowledge or skills needed in the modern labour
market are one of the key barriers to taking up gainful employment. With this
recommendation the aim is to encourage people to not only enter the labour market but
also to help them continue acquiring skills and enhancing their education to achieve lasting
employment.

e recommendation 11. Improve coordination and interaction between the territorial
structures of the Social Assistance Agency and the Employment Agency in the context of a
one-stop-shop in order to find adequate and sustainable solutions for specific cases. This
recommendation aims at ensuring that the 76 established Social Assistance Centres act as
an intermediary between the two agencies, providing comprehensive and targeted
employment services.

e recommendation 12. Reduction of the period for community service to no more than 40
hours per month, in cases where the person is not included in programmes and measures
under the Employment Promotion Act. Given the high number of people sanctioned for
refusal to carry out community services, according to the data collected by the Social
Assistance Agency, it is recommended to reduce the hours of community service per
month. It should help to maintain the incentive to work, while at the same time reduce the
number of refusals for minimum income support._

to significantly reduce the administrative burden for the individuals and for the administration in
the application procedures:

e recommendation 2. Easing the administrative procedures for granting social benefits. The
analysis identifies that the current administrative procedures are rather outdated and often
pose obstacles for easy and timely submission of social assistance application, including, for
example the requirement to submit the declaration at the current address. This
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recommendation aims at ensuring that the administrative process is made simplified for the
application as well as the institutions.

recommendation 14. Enabling the filing of an application for declaration in each Social
Assistance Department using all possible communication channels — on-site, electronic,
licensed postal operator or other appropriate means. This recommendation further aims at
ensuring that the application process is faster, more open, and accessible to a larger scope
of people, including from various social backgrounds and age groups, and at optimizing the
administrative procedures and inter-institutional cooperation.

recommendation 15. Carrying out an ex officio examination of the facts and circumstances
relevant to the granting of the aid through an interinstitutional information exchange,
without requiring applicants to submit documents, references, etc. The analysis identifies
that the current application process requires that applicants submit various forms of
evidence at the time of submitting their declaration, often needing to consult various
institutions, and rending the submission process long and ineffective. This
recommendation thus aims to significantly limit the administrative burden for the
application and the institutions as well as it should help to encourage greater inter-
institutional cooperation.

The analysis shall review the eligibility and working criteria of the minimum income scheme:

Part 5 (page 15) cites the number of unemployed persons in 2021 receiving social benefits
that were sanctioned by deregistration due to non-compliance with the conditions as an
indication of potential issues with the eligibility criteria for the minimum income scheme.
Part 6 (page 21) reviews the income criterion of entitlement to the monthly allowance. It
recalls that support shall be granted on the basis of an assessment of income of the person
or family, immovable and movable property, marital status, state of health, age,
employment or pursuit of an economic activity, existence of savings and other
circumstances. This is part of the eligibility criteria for the minimum income scheme. The
analysis suggests that the range of income should be amended.

Part 6 (pages 33 — 39) presents the number of refusals over 2019 — 2022 to grant monthly
social assistance and quotes the income from the previous month being higher than the
defined differentiated minimum income as the main reason for refusing to grant monthly
aid. This serves as an indication of the where and how revise or improve the eligibility
criteria.

Part 6 (page 39) discusses the impact of the income test for access to monthly allowances
on persons eligible for assistance and reviews the relevance of the different elements of the
income test (for example, the inclusion of family and child allowance as part of gainful
income).

including ownership criteria:

Part 6 (pages 35 — 39) indicates that the number of refusals for targeted heating aid (an
element of the social protection scheme) over 2019 — 2022 to grant monthly social
assistance, including where the refusal was based on noncompliance with the condition of
no transfer of ownership of properties in the last 5 years, was relatively high.

Part 6 (pages 41 — 42) indicates that the number of refusals over 2019 — 2022 to grant
targeted aid for heating, including where the refusal was based on noncompliance with the
condition of no ownership of a commercial company or a real estate, was relatively high.

public employment services registration:

Part 5 (pages 18 — 19) quotes Article 12b of the Social Assistance Act in providing that
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unemployed persons who refuse to participate in employment programmes approved by
the Minister for Labour and Social Policy shall be deprived of monthly allowances for a
period of one year. It states that, under the Law on the promotion of the employment of
unemployed, persons who have refused to accept the appropriate job offered to them
and/or inclusion in programmes and measures for adult employment and training, have
their registration with the employment office suspended and the registration cancelled for
after 6 months. Persons whose participation in subsidised employment is terminated by
disciplinary dismissal are entitled to registration no earlier than 12 months after the
dismissal.

e Part 5 (page 19) recaps that monthly social assistance is granted to unemployed persons if
they are registered with the Labour Office Directorates at least 6 months prior to the
application for social assistance declaration and have not refused to offer them the job or
inclusion in training for literacy, vocational training or key competences and/or upskilling,
and the exceptions to the 6 months’ period.

e Part 6 (pages 35 — 39) presents the number of refusals over 2019 — 2022 to grant monthly
social assistance, including where the refusal was based on noncompliance with the
condition of registration with the Labour Office Directorates at least 6 months prior to the
submission of the application for social assistance.

e Part 6 (pages 39 — 40) discusses the impact of the requirement of 6-month registration in
the Labour Office Directorate on access to the minimum income scheme and on the
amount of monthly allowance received. The length of the 6-month registration period is
considered as the reason for depriving a large number of individuals and families of
benefits.

e Part 6 (page 47) recaps that on the basis of the data, one of the two the main factors
limiting access is the deadline for registration with the Labour Office Directorate.

e Part 6 (pages 35 — 39) presents the number of refusals over 2019 — 2022 to grant monthly
social assistance, including where the refusal was based on noncompliance with the
condition of registration with the Labour Office Directorates at least 6 months prior to the
submission of the application for social assistance.

community work requirements:

e Part 1 (page 6) lists the requirements subjecting the receipt of monthly social benefits,
including the carrying out of community work by unemployed persons.

e Part 6 (pages 40 - 41) presents the number of cases of imposing administrative sanctions
over 2019 — 2022, on the grounds of refusal to perform community work. It details the
provisions on community work and discusses the option of reducing the time limit for
carrying out the work to no more than 40 hours per month.

implementation of activation measures:

e Part 5 (page 14 — 15, 16 — 17) summarises the employment services that are used to
activate disadvantaged groups and economically inactive people.

e Part 5 (pages 15 — 20) reports number of unemployed persons receiving social benefits that
were subject to activation measures in recent years, especially in 2021 and 2022. It informs
about the number of persons that had been subject to activation measures and were then
provided with employment.

e Part 5 (pages 17 and 19) suggests that the activation measures provided are not yet able to
overcome the dynamics of the economic and demographic evolution of the labour force in
Bulgaria, with the result that the services and measures offered are more geared towards
solving the difficulties and problems that have already arisen in terms of employability, and
less prevention. It suggests that data on persons involved in labour market measures and
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programmes show insufficient provision of employment programmes and measures
targeting persons on social assistance.

The analysis shall review

employment incentives:

Part 1 (pages 4 — 5) recaps the purpose of minimum income schemes. It acknowledges that
by giving access to services and incentives to enter the labour market, these schemes act as
a factor in improving inclusion and employment prospects.

Part 5 (pages 16 - 17) lists public employment services providing specialised support to
unemployed people with difficulties in accessing the labour market, including by living in
regions with no demand for work, family or personal specific barriers to successful
employment. These include digital access to job centres through electronic administrative
services, an incentive for people to register as jobseekers.

Part 5 (page 18) mentions measures to incentivise employers to recruit registered
unemployed persons receiving social benefits. Recruitment is incentivised by providing
wage resources as well as social security contributions payable by the employer. The long-
term unemployed, including those receiving social benefits, are channelled to all relevant
employment programmes and measures financed by the state budget for active labour
market policy. The long-term unemployed are also among the target groups of regional
employment programmes and employment and training projects implemented by national
employers’ and employees’ organisations.

Part 6 (page 47) argues that one of the challenges faced by the minimum income scheme -
in making it an employment incentive mechanism in the context of tackling poverty - is to
ensure promotion of personal and parental responsibility, and limiting the risks of long-
term exclusion from the labour market. It alleges that the current mechanism is more
penalising than incentivising.

including the tapering out of benefits for the recipients of the minimum income support who
uptake gainful employment:

Part 6 (pages 39 — 40) discusses the impact on the monthly social assistance (an element of
the minimum income scheme, for example, in the form of heating allowance) of, after
taking up permanent employment, an increase in the income earned as a result of the
remuneration received, including in cases where an employment contract is not extended
after the end of the probationary period.

Part 6 (page 48) suggests that it is necessary to develop a regulatory change to support, for
a certain period of time, persons who were in receipt of monthly social assistance at the
time of taking up gainful employment. In this way, they will continue to be supported by
the State even after taking up gainful employment.

The analysis shall analyse

the administrative burden of the process:

Part 1 (page 6) lists the requirements subjecting the receipt of monthly social benefits,
including maintaining registration with the Labour Office Directorate, carrying out of
community service, regular attendance at a kindergarten or school by children, and
compulsory immunisation and preventive examinations of children. It states that social
support shall be granted on the basis of an assessment of the income of the person or
family, family status, state of health, age, employment, education or economic activity,
existence of savings, immovable and movable property and other circumstances.

204




e Part 5 (pages 17 — 18) mentions that in order to facilitate access for unemployed persons
and people receiving social assistance, 76 Centres for Employment and Social Assistance
have been set, bringing together employees of the Employment Agency and the Social
Assistance Agency. These Centres for Employment and Social Assistance are presented as a
priority model of effective inter-institutional interaction, which should continue to be
applied in order to reduce the administrative burden.

e Part 6 (pages 48 - 49) notes the elements of the administrative procedure of granting social
benefits including the minimum income scheme. It recaps requirements emanating from
the procedure for both the applicants and the Social Assistance Directorate. It asserts that
the emergence of new technologies has created opportunities not to require so many
documents where they can be collected administratively, and argues for changes both in
law and in application.

and take this into account in its recommendations with a view to achieving a significant reduction

e Part 7 (pages 51 — 52) includes evidence-based recommendations to significantly reduce
the administrative burden for the individuals and for the administration in the application

procedures:
e recommendation 2. Easing the administrative procedures for granting social
benefits.

¢ recommendation 14. Enabling the filing of an application for declaration in each
Social Assistance Department using all possible communication channels — on-site,
electronic, licensed postal operator or other appropriate means.

e recommendation 15. Carrying out an ex officio examination of the facts and
circumstances relevant to the granting of the aid through an interinstitutional
information exchange, without requiring applicants to submit documents,
references, etc.

For the elements above, the analysis shall provide references to the challenges identified in the
context of the European Semester and to analysis from international organizations with relevant
expertise

to expand effective coverage

e Part 4 (pages 13 — 14) quotes the OECD 2021 Economic Assessment of Bulgaria with a direct
qguote of one of the recommendations from the OECD report - “relaxing the eligibility
criteria and increasing the amount of social benefits...”.

e Part 2 (page 8 - 9) refers to the European semester. On p.8 the report quotes the 2019
Semester Country Report observation that the social security system does not cover all
people in employment and self-employed persons are not subject to compulsory insurance
against unemployment and accidents at work and occupational diseases. It adds that the
restrictive conditions for claiming social benefits even after short-term employment
constitute a problem. On p.9 the report quotes an observation from the 2020 European
Semester Country Report that the overall adequacy and coverage of the minimum income
scheme remains weak and indexation is not foreseen.

e Part 2 (page 9) refers to Council recommendations from 2019, 2020 and 2022. They include
quotes of recommendations to address social inclusion through improved access to
integrated employment and social services, as well as ensure adequate social protection
and basic services for all.

enhance the targeting of the minimum income scheme
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The report contains to reference to a challenge in the field of enhancing the targeting of the
minimum income scheme identified by the European Semester.

The report contains no references to recommendations from international organisations in
the field of enhancing the targeting of the minimum income scheme

In part 2 there are quotes of multiple recommendations and observations from the
European Semester reports and Council recommendations that suggest and include by
meaning enhanced targeting. Some of these quotes on p.9 are “address social inclusion
through improved access to integrated employment and social services and more effective
minimum income support” and “address the shortcomings in the adequacy of the minimum
income scheme”.

incentivise the take-up of gainful employment

Part 2 (page 8 - 9) refers to the European semester. In particular, the report quotes an
observation from the 2020 European Semester Country Report that lack of mechanisms for
a smooth transfer from social assistance to employment, among other factors, make the
support ineffective and unattractive.

The report contains no references to recommendations from international organisations in
the field of incentivising the take-up of gainful employment.

improve linked activation measures through the PES

Part 2 (page 8 - 9) refers to the European semester. In particular, the report quotes an
obeservation from the 2020 European Semester Country Report that the right mix of active
labour market policies and support services, among other factors, make the support
ineffective and unattractive.

Part 4 (pages 13 — 14) quotes the OECD 2021 Economic Assessment of Bulgaria with an
concluding that overcoming the dependence on social benefits for people of working age is
linked both to the promotion of their work activity and to their continued inclusion in the
labour market. The word ‘promotion’ implies the involvement of PES.

eligibility and working criteria of the minimum income scheme, including ownership criteria, PES
registration and community work requirements

Part 2 (page 8 - 9) states the weak overall adequacy and coverage of the minimum income
scheme as one of the main findings of the 2020 European Semester. It quotes the 2019
Council Recommendation to Bulgaria to address social inclusion through more effective
minimum income support. It quotes the 2020 Council Recommendation to Bulgaria to
ensure adequate social protection and address the shortcomings in the adequacy of the
minimum income scheme.

Part 4 (pages 13 — 14) quotes the OECD 2021 Economic Assessment of Bulgaria in saying
that the low share of aid to the lowest income households combined with the limited and
inefficient determination of the income criterion reflect the low effectiveness of such
expenditure.

employment incentives and implementation of activation measures, including the tapering out of
benefits for the recipients of the minimum income support who uptake gainful employment

Part 2 (page 8 - 9) states as one of the main findings of the 2020 European Semester the
lack of mechanisms for a smooth transfer from social assistance to employment, with the
right mix of active labour market policies and support services, making the support
ineffective and unattractive. It mentions also the eligibility criteria for minimum income
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benefits having no income disregard with the exception of one-day contracts, which affects
transitions to the primary labour market.

e Part 2 (page 9) quotes the 2019 Council Recommendation to Bulgaria to address social
inclusion through improved access to integrated employment and social services and more
effective minimum income support as well as strengthening employability by reinforcing
skills, including digital skills. It quotes the 2020 Council Recommendation to Bulgaria to
strengthen active labour market policies, promoting digital skills and ensuring equal access
to education.

e The report contains no references to recommendations from international organisations in
the field of employment incentives and implementation of activation measures, including
the tapering out of benefits for the recipients of the minimum income support who uptake
gainful employment

reduce administrative burden of the process for the individuals and for the administration

e Part 4 (pages 13 — 14) quotes the OECD 2021 Economic Assessment of Bulgaria in
recommending rationalising and simplifying the numerous and complex social benefit
schemes based on an income criterion, in particular for families with children.

e The report contains to reference to a challenge in the field of administrative burden of the
process identified by the European Semester.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 297 Related Measure: C11.12 Provision of assisting devices to persons with permanent

disabilities
Name of the Milestone: Methodology for the selection of persons with permanent disabilities
Qualitative Indicator: Adoption by the Ministry of Labour and Social Policy Time: Q4 2022

Context:

The measure aims to improve the social inclusion of persons with permanent disabilities by
promoting personal mobility and accessibility.

Milestone 297 requires adoption by the Ministry of Labour and Social Policy of a methodology
determining the selection procedure to assign assisting devices to persons with permanent
disabilities which shall consider health and specific needs as well as socio-demographic
characteristics.

Milestone 297 is the first step of the implementation of the investment, and it will be followed by
target 298, related to providing assisting devices to at least 3300 persons with permanent
disabilities based on the specific needs of the beneficiaries. The investment has a final expected
date for implementation on 30 June 2024.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii.  Justification (Annex 2 of the summary document) that the methodology for the selection of
persons with permanent disabilities has been developed on the basis of health and specific
needs as well as socio-demographic characteristics of the persons with permanent
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disabilities;

iii.  Copy of Order No. 428 of 16 December 2022 of the Minister of Labour and Social Policy
adopting the methodology for the selection of persons with permanent disabilities,
published in State Gazette No. 102 on 23 December 2022.

The authorities also provided:

iv. Methodology for the selection of persons with permanent disabilities approved by Order
No. 428 of the Minister of Labour and Social Policy of 16 December 2022, including the
following annexes:

e Application and self-assessment questionnaire - Annex 1
e Evaluation map - Annex 2

e Supporting tools and evaluation questions - Annex 3

e Expert recommendation - Annex 4

e List of advanced aids - Annex 5

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

A methodology determining the selection procedure to assign assisting devices to persons with
permanent disabilities shall be adopted.

The Methodology for the selection of persons with permanent disabilities (hereinafter referred to
as “Methodology”) was adopted by Order No. 428 of the Minister of Labour and Social Policy on 16
December 2022 and published in State Gazette No. 102 on 23 December 2022.

Articles 2, 4, 5, 12, 13, 14, 16, 20, 21, 22, 23 and 24 of the Methodology, and section 1 of the
Supplementary provisions of the Methodology, lay down rules for selecting persons with permanent
disabilities who should be provided with assisting devices.

The Methodology and Supplementary provisions specify the definition of persons with permanent
disabilities, those being persons who have a long-term physical, mental, intellectual or sensory
impairments, which may hinder their full and effective participation in public life and who have
medically reported and established type and degree of disability.

The evaluation of applications for assistive devices is drawn up at the request of the person with
disability by submitting an application stating the medically approved i) type and degree of
disability; ii) the specific design of the requested assisting device; iii) a document attesting that the
person is physically and mentally capable of operating high-tech devices, if applicable; and iv) other
supporting documents that testify the persons general health and functioning as well as ability to
integrate into a social, employment or educational context. The application shall be assessed by an
evaluation committee composed of three members with the right level of education and
professional experience in the field of social work and support for children and adults with
disabilities. The evaluation committee prepares the assessment by completing an evaluation map,
based on the information provided in the application, and qualifying the applicant as a person with
permanent disabilities, as stated in the definition. The evaluation process is then carried out based
on the assessment of the following elements: i) the functioning at the level of the individual and the
activity limitations they experience; ii) the functioning of a person as member of society and the
participation restrictions they experience; iii) the environmental factors that affect this experience.

The evaluation involves the issuance of an expert recommendation, which approves to provide
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assisting devices under two conditions: 1. the evaluation indicates that the use of the assisting
devices reduces the level of limited functionality in everyday activities and capacity for work and 2.
the evaluation does not demonstrate the existence of serious barriers which affect the effectiveness
and usefulness of the use of the assisting devices.

Furthermore, the Methodology also requires ranking of all applicants, carried out based on the
estimated usefulness of the assisting device for the applicants. Finally, the selection ends with the
compilation of the lists of approved users per type of assisting device.

The methodology shall be built considering health and specific needs as well as socio-
demographic characteristics of the persons with permanent disabilities.

Articles 13, 14, 19 and 20 of the Methodology and its Annexes 1 and 2 lay down rules for evaluating
and selecting persons with permanent disabilities who should be provided with assisting devices.
The following rules include considerations of health and specific needs of the persons with
permanent disabilities.

e Annex 1 contains a self-assessment questionnaire, which requires the applicant to specify
their health and specific needs, such as related to difficulties with viewing, listening,
focusing, reading, speaking, keeping the body in the same position, driving, fundamental
interpersonal relationships, education or employment. The self-assessment questionnaire
also requires the applicant to specify their health and specific needs related to factors of
their environment, such as family, friends, personal care providers, buildings or
communication products and technologies.

e Article 13 stipulates that the preparation of the assessment of the need and usefulness of
assisting devices provision shall include submission by the applicant of an application for
assessment in accordance with the form in Annex 1 to the Methodology. The filled in self-
assessment questionnaire is to be attached to the application.

e Article 19 states that the assessment of the need and usefulness of assisting devices
provision is carried out by completing the evaluation map, as set out in Annex 2. Article 14
specifies that the evaluation map shall be completed based on the data requested by the
person in the application, including the self-assessment questionnaire, as set out in Annex
1.

e Article 20 defines the calculation of usefulness of providing assisting device (see above).

Articles 13, 14 and 19 of the Methodology and its Annex 1 lay down rules for evaluating persons
with permanent disabilities who should be provided with assisting devices. The following rules
include considerations of socio-demographic characteristics of the persons with permanent
disabilities.

e Article 1 states that the Methodology will select persons with permanent disabilities to be
provided with assisting devices, taking into account their socio-demographic characteristics.

e Annex 1 contains the form ‘Application for high-tech assisting devices’, which requires the
applicant to provide the following socio-demographic characteristics: age, gender,
education and employment.

e Article 13 stipulates that the preparation of the assessment of the need and usefulness of
assisting devices provision shall include submission by the applicant of an application for
assessment in accordance with the form in Annex 1 to the Methodology.

e Article 19 states that the assessment of the need and usefulness of assisting devices
provision is carried out by completing the evaluation map. Article 14 specifies that the
evaluation map shall be completed based on the data requested by the person in the
application as set out in Annex 1.

Commission Preliminary Assessment: Satisfactorily fulfilled
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Number: 299 Related Measure: C11.13 Development of the social economy

Name of the Target: Building and equipping 6 regional focus centres

Quantitative Indicator: Number Baseline: 0 Target: 6 Time: Q4 2022

Context:

The investment aims to promote the social economy by providing assistance to the development of
social and solidarity economy enterprises and organisations.

Target 299 requires the finalisation of construction and/or renovation works for six regional focus
centres. In addition, equipment, including furniture, shall be delivered and installed.

Target 299 is the first step of the implementation of the investment and it will be followed by
milestone 300, target 301 and milestone 302, respectively related to development and publication
of the digital platform for social and solidarity economy enterprises to present their activities,
instalment of digital equipment for the social and solidarity economy and the publication of a report
outlining the activities of the focus centres. The investment has a final expected date for
implementation on 31 December 2025.

Evidence Provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i Summary document duly justifying how the target (including all the constitutive elements)
was satisfactorily fulfilled
ii. A list of the six constructed or renovated regional focus centres and for each centre: the
location and the level two of the nomenclature of territorial units for statistics classification
of the location; a list of new equipment and furniture which was delivered and installed and
its classification;
e Regional focus centre in Plovdiv
1. Location: Plovdiv city, South District, Alexander Stamboliyski Blvd.
No. 113, floor 1
2. Level two of the nomenclature of territorial units for statistics
classification: BG42 South Central Region
3. New equipment:
a. Laptops: four portable computers HP ProBook 450 15.6" G9
Notebook PC
Projectors: two projectors BenQ MW550
Projector screens: one projector screen LUMI 200 X 200 cm
96 inch stand, one projector screen Hama 18746
d. 3D-scanners: one 3D-scanner EinScan Pro 2X 2020
3D-printers: one 3D-printer Form HV +
f. Software: 12 months Adobe Creative Cloud license for
teams
4. Office furniture: 14 desks, four shelves, one meeting table, seven
office containers, 30 chairs, three clothes hangers

ii.Regional focus centre in Gabrovo
1. Location: Gabrovo town, Uspeh Street No.1, floor 1 and floor 5
2. Level two of the nomenclature of territorial units for statistics
classification: BG32 North Central Region
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3. New equipment:
a. Laptops: four portable computers HP ProBook 450 15.6" G9
Notebook PC
b. Projectors: two projectors BenQ MW550
Projector screens: one projector screen LUMI 200 X 200 cm
96 inch stand, one projector screen Hama 18746
d. 3D-scanners: one 3D-scanner EinScan Pro 2X 2020
e. 3D-printers: one 3D-printer Form HV +
f. Software: 12 months Adobe Creative Cloud license for
teams
4. Office furniture: 14 desks, four shelves, one meeting table, seven
office containers, 30 chairs, three clothes hangers

iii.Regional focus centre in Burgas
1. Location: Burgas city, g.k. Zornitsa, block 44, entrance 1, floor 0
2. Level two of the nomenclature of territorial units for statistics
classification: BG34 South-East Region
3. New equipment:
a. Laptops: four portable computers HP ProBook 450 15.6" G9
Notebook PC
b. Projectors: two projectors BenQ MW550
Projector screens: one projector screen LUMI 200 X 200 cm
96 inch stand, one projector screen Hama 18746
d. 3D-scanners: one 3D-scanner EinScan Pro 2X 2020
e. 3D-printers: one 3D-printer Form HV +
f. Software: 12 months Adobe Creative Cloud license for
teams
4. Office furniture: 14 desks, four shelves, one meeting table, seven
office containers, 30 chairs, three clothes hangers

iv.Regional focus centre in Varna
1. Location: Varna city, Tsar Simeon | street No. 26, floor 1
2. Level two of the nomenclature of territorial units for statistics
classification: BG33 Northeast
3. New equipment:
a. Laptops: four portable computers HP ProBook 450 15.6" G9
Notebook PC
b. Projectors: two projectors BenQ MW550
Projector screens: one projector screen LUMI 200 X 200 cm
96 inch stand, one projector screen Hama 18746
d. 3D-scanners: one 3D-scanner EinScan Pro 2X 2020
e. 3D-printers: one 3D-printer Form HV +
f. Software: 12 months Adobe Creative Cloud license for
teams
4. Office furniture: 14 desks, four shelves, one meeting table, seven
office containers, 30 chairs, three clothes hangers

v.Regional focus centre in Lovech
1. Location: Lovech town, Targovska St. No. 55, 3nd floor
2. Level two of the nomenclature of territorial units for statistics
classification: BG31 North-West
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3. New equipment:
a. Laptops: four portable computers HP ProBook 450 15.6" G9
Notebook PC
b. Projectors: two projectors BenQ MW550
Projector screens: one projector screen LUMI 200 X 200 cm
96 inch stand, one projector screen Hama 18746
d. 3D-scanners: one 3D-scanner EinScan Pro 2X 2020
e. 3D-printers: one 3D-printer Form HV +
f. Software: 12 months Adobe Creative Cloud license for
teams
4. Office furniture: 14 desks, four shelves, one meeting table, seven
office containers, 30 chairs, three clothes hangers

vi.Regional focus centre in Blagoevgrad
1. Location: Blagoevgrad town, Hristo Botev Square No. 2, 1st floor
2. Level two of the nomenclature of territorial units for statistics
classification: BG41 South-Western
3. New equipment:
a. Laptops: four portable computers HP ProBook 450 15.6" G9
Notebook PC
b. Projectors: two projectors BenQ MW550
Projector screens: one projector screen LUMI 200 X 200 cm
96 inch stand, one projector screen Hama 18746
d. 3D-scanners: one 3D-scanner EinScan Pro 2X 2020
e. 3D-printers: one 3D-printer Form HV +
f. Software: 12 months Adobe Creative Cloud license for
teams
4. Office furniture: 14 desks, four shelves, one meeting table, seven
office containers, 30 chairs, three clothes hangers

ii.  Copies of the certificates of work completion issued in accordance with the national
legislation demonstrating that the construction/renovation works were completed or,
where relevant, that the acquisition of premises has been finalised;

i.Regional focus centre in Plovdiv
1. Handover report of 27 February 2023 between BILDE ENGINEERING
V.V.R. 00D and the Ministry of Labour and Social Policy
2. Notarial deed No. 68, Volume 4, Reg. No. 4545, Case No. 668 of
23.12.2022

ii.Regional focus centre in Gabrovo
1. Handover report of 1 March 2023 between BILDE ENGINEERING
V.V.R. 00D and the Ministry of Labour and Social Policy
2. Notarial deed No. 148, Volume IX, Reg. No. 11538, Case No. 930 of
29.12.2022

iii.Regional focus centre in Burgas
1. Handover report of 27 February 2023 between BILDE ENGINEERING
V.V.R. 00D and the Ministry of Labour and Social Policy
2. Notarial deed No. 5, Volume V, Reg. No. 5529, Case No. 740 of
23.12.2022
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iv.Regional focus centre in Varna
1. Handover report of 28 February 2023 between BILDE ENGINEERING
V.V.R. 00D and the Ministry of Labour and Social Policy
2. Notarial deed No. 12, Volume XVI, Reg. No. 21204, Case No. 2558 of
20.12.2022

v.Regional focus centre in Lovech
1. Handover report of 2 March 2023 between BILDE ENGINEERING
V.V.R. 00D and the Ministry of Labour and Social Policy
2. Notarial deed No. 18, Volume I, Reg. No. 256, Case No. 10/2023 of
18.1.2023

vi.Regional focus centre in Blagoevgrad
1. Handover report of 7 March 2023 between BILDE ENGINEERING
V.V.R. 00D and the Ministry of Labour and Social Policy
2. Notarial deed No. 58, Volume |, Reg. No. 723, Case No. 52 of
26.1.2023

Copies of the certificates issued in accordance with the national legislation demonstrating
that the new equipment and furniture was delivered and installed, which may include
acceptance and transmission protocols.
i.Regional focus centre in Plovdiv
1. Laptops: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy
2. Projectors: Acceptance protocol No. 2362459/20.03.2023 between
Railway Computers — Central Priel and the Ministry of Labour and
Social Policy
3. Projector screens: Acceptance protocol No. 2362459/20.03.2023
between Railway Computers — Central Priel and the Ministry of
Labour and Social Policy
4. 3D-scanners: Acceptance protocol or the supply, testing and
commissioning of 3D printers and 3D scanners of 22 December
2022 between Ai Ti Ex Kom and the Ministry of Labour and Social
Policy
5. 3D-printers: Acceptance protocol or the supply, testing and
commissioning of 3D printers and 3D scanners of 22 December
2022 between Ai Ti Ex Kom and the Ministry of Labour and Social
Policy
6. Software: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy
7. Office furniture: Acceptance protocol No.
SFOINSH00689317/14.02.23 between COOPERATIVE PANE and the
Ministry of Labour and Social Policy

ii.Regional focus centre in Gabrovo
1. Laptops: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022
between Ai Ti Ex Kom and the Ministry of Labour and Social Policy
2. Projectors: Acceptance protocol No. 2362459/20.03.2023 between
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Railway Computers — Central Priel and the Ministry of Labour and
Social Policy

Projector screens: Acceptance protocol No. 2362459/20.03.2023
between Railway Computers — Central Priel and the Ministry of
Labour and Social Policy

3D-scanners: Acceptance protocol or the supply, testing and
commissioning of 3D printers and 3D scanners of 22 December
2022 between Ai Ti Ex Kom and the Ministry of Labour and Social
Policy

3D-printers: Acceptance protocol or the supply, testing and
commissioning of 3D printers and 3D scanners of 22 December
2022 between Ai Ti Ex Kom and the Ministry of Labour and Social
Policy

Software: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy

Office furniture: Acceptance protocol No.
SFO1NSH00689143/15.02.2023 between COOPERATIVE PANE and
the Ministry of Labour and Social Policy

iii.Regional focus centre in Burgas

1.

Laptops: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022
between Ai Ti Ex Kom and the Ministry of Labour and Social Policy
Projectors: Acceptance protocol No. 2362459/20.03.2023 between
Railway Computers — Central Priel and the Ministry of Labour and
Social Policy

Projector screens: Acceptance protocol No. 2362459/20.03.2023
between Railway Computers — Central Priel and the Ministry of
Labour and Social Policy

3D-scanners: Acceptance protocol or the supply, testing and
commissioning of 3D printers and 3D scanners of 22 December
2022 between Ai Ti Ex Kom and the Ministry of Labour and Social
Policy 3D-printers: Acceptance protocol or the supply, testing and
commissioning of 3D printers and 3D scanners of 22 December
2022 between Ai Ti Ex Kom and the Ministry of Labour and Social
Policy

Software: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy

Office furniture: Acceptance protocol No.
SFOINSH00689318/10.02.23 between COOPERATIVE PANE and the
Ministry of Labour and Social Policy

iv.Regional focus centre in Varna

1.

Laptops: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy

Projectors: Acceptance protocol No. 2362459/20.03.2023 between
Railway Computers — Central Priel and the Ministry of Labour and
Social Policy
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Projector screens: Acceptance protocol No. 2362459/20.03.2023
between Railway Computers — Central Priel and the Ministry of
Labour and Social Policy

3D-scanners: Acceptance protocol or the supply, testing and
commissioning of 3D printers and 3D scanners of 22 December
2022 between Ai Ti Ex Kom and the Ministry of Labour and Social
Policy

3D-printers: Acceptance protocol or the supply, testing and
commissioning of 3D printers and 3D scanners of 22 December
2022 between Ai Ti Ex Kom and the Ministry of Labour and Social
Policy

Software: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy

Office furniture: Acceptance protocol No.
SFO1NSH00689316/09.02.23 between COOPERATIVE PANE and the
Ministry of Labour and Social Policy

v.Regional focus centre in Lovech

1.

Laptops: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy

Projectors: Acceptance protocol No. 2362459/20.03.2023 between
Railway Computers — Central Priel and the Ministry of Labour and
Social Policy

Projector screens: Acceptance protocol No. 2362459/20.03.2023
between Railway Computers — Central Priel and the Ministry of
Labour and Social Policy

3D-scanners: Acceptance protocol of 22 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy
3D-printers: Acceptance protocol of 22 December 2022 between Ai
Ti Ex Kom and the Ministry of Labour and Social Policy

Software: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy

Office furniture: Acceptance protocol No.
SFOINSH00689148/15.02.23 between COOPERATIVE PANE and the
Ministry of Labour and Social Policy

vi.Regional focus centre in Blagoevgrad

1.

Laptops: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy

Projectors: Acceptance protocol No. 2362459/20.03.2023 between
Railway Computers — Central Priel and the Ministry of Labour and
Social Policy

Projector screens: Acceptance protocol No. 2362459/20.03.2023
between Railway Computers — Central Priel and the Ministry of
Labour and Social Policy

3D-scanners: Acceptance protocol of 22 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy
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5. 3D-printers: Acceptance protocol of 22 December 2022 between Ai
Ti Ex Kom and the Ministry of Labour and Social Policy

6. Software: Acceptance protocol for the supply, testing and putting
into service of computer equipment of 21 December 2022 between
Ai Ti Ex Kom and the Ministry of Labour and Social Policy

7. Office furniture: Acceptance protocol No.
SFOINSH00689126/13.02.23 between COOPERATIVE PANE and the
Ministry of Labour and Social Policy

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities cover all
constitutive elements of the target.

Construction and/or renovation works shall be finalised for 6 regional focus centres.

The copies of handover reports evidence that construction and/or renovation works were
completed for each of the 6 regional focus centres (see Evidence Provided, part iii). The evidence
duly states the type of work completed, its execution quantity and value.

Furthermore, in line with the description of the measure, the location of the focus centres shall
ensure that every region in Bulgaria (6 in total), as identified by the level two of the nomenclature
of territorial units for statistics classification, shall be served by one focus centre. The list of the
location of the focus centres, supported by copies of notarial deeds evidence that each region is
served by one focus centre (see Evidence Provided, part ii).

The target in the Council Implementation is further specified in the Operational Arrangements,
which requires that construction works include the acquisition of premises. The copies of notarial
deeds provide evidence for the acquisition of the property for each centre (see Evidence Provided,
part iii).

Equipment, including furniture, shall be delivered and installed.

The copies of acceptance protocols and handover reports evidence that equipment and furniture
was delivered and installed in the 6 regional focus centres.

The target in the Council Implementation is further specified in the Operational Arrangements,
which requires that equipment and furniture for each centre shall be defined as including: laptops;
projectors; projector screens; 3D-scanners; 3D-printers; software; and office furniture. The copies of
handover reports evidence that the listed equipment, including furniture, was delivered and
installed (see Evidence Provided, part iv).

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 316 Related Measure: C12.R1. Upgrading the strategic framework of the healthcare

sector
Name of the Milestone: National Map of the Long-Term Needs of the Healthcare Sector
Qualitative Indicator: Adoption by the Council of Ministers Time: Q3 2022

Context:

The measure aims to increase the resilience of the health system to shocks, as well as to increase
the population’s access to quality and timely healthcare by providing the strategic underpinning of
future investments and reforms and identifying relevant actions.
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Milestone 316 requires the adoption of the National Map on the Long-Term Needs of the
Healthcare Sector, which shall provide recommendations on how to promote a balanced
distribution of healthcare services in Bulgaria, based on an analysis on the needs of the healthcare
system across the territory of Bulgaria.

Milestone 316 is the [first, second: indicate as appropriate] step of the implementation of the
reform, and it follows the completion of milestone 315, related to [...]. It will be followed by
milestone 317, related to the adoption of the National Health Strategy 2021-2030 to address the
existing structural challenges of the health system.

The reform has a final expected date for implementation on 31 March 2023.

Milestone 316 is one of six milestones to upgrade the strategic framework for healthcare. It follows
the completion of milestone 315 related to the adoption of the National Strategy for the Mental
Health of Citizens of the Republic of Bulgaria 2021-2030. It is accompanied by milestone 317 related
to the adoption of the National Health Strategy 2021-2030 and its action plan, milestone 318
related to the adoption of the National Strategy for Child and Adolescent Health and Paediatric Care
in the Republic of Bulgaria 2021-2030 and its action plan and milestone 319 related to the adoption
of the National Plan for Combating Cancer in the Republic of Bulgaria 2021-2027. It is followed by
milestone 320 related to the adoption of the National Strategy for Healthy Geriatric Care and
Ageing in the Republic of Bulgaria 2021-2030 and its action plan. The reform has a final expected
date for implementation in Q1 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i.  Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii.  Copy of the National Map of the Long -Term Needs of the Healthcare Sector, adopted by
the Council of Ministers with Decision No. 1073 on 29 December 2022;

iii. Link to the website where the National Map may be accessed:
https://www.strategy.bg/StrategicDocuments/View.aspx?lang=bg-BG&Id=1592;

iv.  Copy of the Decision No. 1073 from 29 December 2022 of the Council of Ministers adopting
the National Map.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Adoption of the National Map of the Long-Term Needs of the Healthcare Sector by the Council of
Ministers:

The National Map of the Long -Term Needs of the Healthcare Sector was adopted by the Council of
Ministers with Decision No. 1073 on 29 December 2022.

The National Map of the Long-Term Needs for Healthcare Sector shall include an analysis on the
needs of the healthcare system across the territory of Bulgaria:

The National Map of the Long-Term Needs for Healthcare Sector (hereinafter referred to as “the
Map”) in its Part IV, Chapters IV.1, IV.2 and V.3, and in its Annexes No. 2 to 7, includes an analysis
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on the needs of the healthcare system across the territory of Bulgaria.

e Part IV (pages 19 — 20) states that the analysis has been prepared through the integrated
application of three models for mapping long-term needs for health services and
investments: a health-policy oriented model, a spatially oriented model and a community
oriented model.

O

O

O

The health-policy oriented model provides a one-size-fits-all approach to addressing
the main problems and challenges related to both the health and demographic
status of the population and the state of the health care system and its supporting
infrastructure, which are common to all regions and areas of the country and
require uniform approaches.

The spatially oriented model ensures that planned interventions and investments in
health services contribute to achieving balanced and sustainable territorial
development, improving access to health services and finding a balance in the
development of the national space on the principle of equality of regions,
municipalities and localities.

The community oriented model, based on a bottom-up approach, complements
and adapts the results of the other two models with results and conclusions that
take into account the specificities of the areas and regions concerned.

e Part IV (page 20) stipulates that the Map has been developed through the aggregated
application of the three models, and through the analysis of information including:

O
O

O

Demographic and medico-statistical information;

Information on the territorial units’ geographical characteristics, road
infrastructure, industry;

Data from the health questionnaires;

Data from the National Health Map of the Republic of Bulgaria 2018 adopted by the
Decision No. 361 from 29 May 2018 of the Council of Ministers

The annual report on the health of citizens and the implementation of the National
Health Strategy 2020 for 2019, adopted by the Council of Ministers with Protocol
No. 15 of 10 March 2021.

The annual report on the health of citizens and the implementation of the National
Health Strategy 2020 for 2020, adopted by the Council of Ministers with Protocol
No. 60 of 1 December 2021.

Health profile of Bulgaria published in the publication State of Health in the EU of
13 December 2021

e Chapter IV.1 (pages 21 — 39) contains analysis of needs for health services and investments
in outpatient care across the territory of Bulgaria. It identifies the minimum number of
healthcare professionals that is needed in primary outpatient medical care both at national
and regional level (page 21).

O

Chapter IV.2 (pages 39 — 115) includes analysis of needs for health services and
investments in hospital care across the territory of Bulgaria. Section IV.2.1 includes
analysis of needs for hospital services to diagnose and treat diseases of blood
organs.

Section IV.2.2 includes analysis of needs for health services and investments in
hospital paediatric care.

Section IV.2.3 includes analysis of needs for health services and investments in
cancer diagnostics and treatment.

Section 1V.2.4 includes analysis of needs for health services and investments in the
diagnosis and treatment of mentally ill patients.

Section 1V.2.5 includes analysis of long-term care and rehabilitation needs.

The analysis spans across the whole territory of Bulgaria. Indeed, Annexes No. 2 to
7 (pages 136 — 207) present analysis on the availability and needs for hospital
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health services and investments in all the six Bulgaria’s planning regions, that is
North-western, Northern Central, North-eastern, South-eastern, South-western and
Southern Central.
Chapter IV.3 (pages 115 — 135) comprises analysis of needs for health services and
investments in emergency care across the territory of Bulgaria. It contains an analysis
mapping the availability of emergency care teams against the number that would be
needed to achieve different standards across all provinces.

The analysis shall cover:
- availability of hospital and outpatient care across the territory,

Part IV, Chapters IV.1 and IV.2 of the Map, and its Annexes No. 2 to 7, include an analysis of
availability of hospital and outpatient care across the territory of Bulgaria.

Chapter IV.2 (pages 39 — 115) includes analysis of availability of hospital care. The analysis
covers number of hospital beds across districts, the average day-length of stay in hospital
facilities, the utilisation of hospital beds, the type of health services (basis, specialised,
highly specialised) provided by the existing 3 levels of hospital care and by type of hospital
beds (active treatment, rehabilitation, long-term care, psychiatric).

The overall conclusion is that there is sufficient hospital capacity, including at regional level,
to cover the needs of the population for active hospital treatment, including basic hospital
care and specialised hospital care. The analysis suggests insufficient capacity to carry out
hospital rehabilitation and long-term care activities (page 49).

Chapter IV.1 (pages 21 — 39) contains analysis of needs for health services and investments
in outpatient care. Data from the register of non-hospital care establishments show
significant inequalities in availability of general practitioners in different areas of the
country (page 24). There is no significant problem in ensuring that the population has
access to a planned specialised outpatient care. There is some inequality of access for the
population in some smaller cities and areas of the country to certain specialists, but this is
offset by sufficient capacity at regional and provincial level (page 29).

Annexes No. 2 — 7, in parts 5 ‘Hospital beds assurance analysis on key medical specialties in
the different districts’, provide data on availability of hospital and outpatient care in each
planning region and its districts.

- the need for new health care facilities, including outpatient care facilities,

Chapter IV.2 (pages 41 — 42) presents methodology defining the need for hospital services,
and the capacity needed to satisfy them. Table 4 (pages 61 — 67) contains an overview of
long-term needs for health services and investment in hospital care by type of health
services.

Table 2 (pages 29 — 39) includes an overview of long-term needs for health services and
investment in outpatient care by type of health services.

Section IV.2.1 includes analysis of needs for hospital services to diagnose and treat diseases
of blood organs. The analysis shows that the optimum number of newly constructed
‘stroke’ centres by 2030 is ten. Table 4.2 (page 73) presents the needs for ‘stroke’ centres
on the basis of population and size of the territory served.

Annexes No. 2 — 7, in parts 4 ‘Programmes, projects and activities that have a significant
impact on the problems identified’, and in parts 8 ‘Opportunities to improve healthcare and
address identified shortages’ provide information on the needs to construct new facilities in
each planning region, by medical field and by type of facility (hospital or outpatient).

- shortages of medical professionals,
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e Chapter IV.1 (pages 21 — 39) includes analysis of shortages of medical professionals in
outpatient medical care. Based on a methodology presented on page 22, the Map states
the minimum number of healthcare professionals by type — general practitioners, dentists
and medical specialists — needed in the outpatient medical care (Table 1, pages 22 — 23).

o Chapter IV.1 (page 24) presents a method for determining the optimal number of doctors
and dentists in primary outpatient medical care, and principles and standards for planning
the specific location of their practices and their distribution per locality.

e Annexes No. 2 — 7, in parts 6 ‘Analysis of assurance with medical professionals’, provide
data on number, distribution and shortage of medical professionals in each planning region
and its districts, by medical field and by type of facility (hospital or outpatient).

- renovation and equipment needs of the healthcare facilities, including outpatient care facilities

e Chapter IV.1 (pages 29) states lack of investment by local authorities in refurbishing
equipment and buildings so they are no longer able to provide high-quality and complex
medical care. This has a particularly negative effect in smaller cities.

e Chapter IV.2, Section IV.2.4 (pages 105 — 106) asserts that refurbishing medical devices,
equipment and furniture, in addition to benefitting patients, will directly increase the
motivation of healthcare professionals and will be a prerequisite for attracting young
doctors and healthcare professionals.

e Annexes No. 2 — 7, in parts 4 ‘Programmes, projects and activities that have a significant
impact on the problems identified’, and in parts 6 ‘Analysis of assurance with medical
professionals’, provide information on renovation and equipment needs in each planning
region, by medical field and by type of facility (hospital or outpatient).

- relevant information on Bulgarian municipalities including demographic characteristics of the
population,

e In Chapter IV.1, Table 2 (pages 29 — 40) shows localities, including municipalities, in which
primary outpatient medical care and outpatient dental care practices must be planned.
According to information given on page 24, Table 2 is based on an analysis of optimum
number of doctors and dentists in primary outpatient care according to, among others,
population figures by municipalities and settlements. In addition, according to information
given on page 24, the location of the planned primary care structures must be planned in
each of the settlements between 1 and 5 levels inclusive, where level 4 and 5 corresponds
to municipalities. Particular attention is paid to the smallest and most numerous towns and
villages of the level 5. These are 139 (38 villages and 101 very small towns) municipal
centres.

e In Chapter IV.2, Table 4 (pages 61 — 67) contains an overview of long-term needs for health
services and investment in hospital care by type of health services, including in settlements
of level 4, which corresponds to municipalities.

e In Chapter IV.3, Table 14 (pages 130 — 134) and Table 15 (pages 134 — 135) present
overview of long-term needs for health services and interventions in the emergency system,
including in settlements of level 4 and 5, which correspond to municipalities.

e Annexes No. 2 — 7, in parts 1 ‘Mapping of areas’, provide information on pharmacies
registered in the six planning regions, on municipalities without an open pharmacy, and on
number of people without direct access to pharmacy.

e Section IV.2.1 (page 69) informs that more than 50 000 people in the country receive a
stroke each year, and that according to expert estimates, strokes are expected to increase
by 34 % by 2035, mainly due to an ageing population.
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o Annex No. 10 provides data on population numbers at 13.12.2021, at the level of
municipalities, broken down by place of residence and by gender, and on the number of
deaths broken down by gender.

- health insurance coverage,

o Chapter IV.1 (page 21) includes information on health insurance coverage. It states that
primary care within the scope of compulsory health insurance in Bulgaria is provided by
general practitioners who are registered as natural or legal persons with a private practice.
Primary care dentists provide a limited amount of activities within the scope of compulsory
health insurance that are free of charge for patients. Bulgarian citizens who are
compulsorily insured have the right to free access to specialised outpatient care without
restriction in Bulgaria. To benefit from their health insurance rights for access to specialised
outpatient care, patients must receive a referral from the general practitioner for both
specialist and laboratory testing.

e Annex No. 9 provides data on health-insured persons by district.

- morbidity and mortality rates,

e Partll (pages 16 - 17) states that each Regional Health Map shall contain data on population
structure, morbidity rates by disease group and by age and hospitalisation of the population
in the territory of the region.

e Chapter IV.1 (page 28) states that the results on distribution of medical professionals
obtained at regional level shall be subject to analytical adjustment in the light of, among
others, local specificities such as morbidity, prevalence and demographic characteristics.

e Chapter IV.2 (page 43) states that the distribution of beds by medical activity is subject to
analytical correction based on the data on hospitalised morbidity.

e Section IV.2.1 (page 72) states that in Bulgaria, 50 000 - 51 000 ischaemic strokes are
registered annually, resulting in a morbidity rate of 7, 4 per 1 000 inhabitants.

e Section IV.2.2 (page 78) states that data on hospitalised morbidity rates in children up to
the age of 18 show that 168 675 children, or 142 hospitalisations per 1 000 children, were
treated in hospital in 2021.

e Annex No. 12 includes data, at the level of the six planning regions and at the level of
districts, on mortality due to four classes of diseases identified by the National Centre for
Public Health and Analysis as the leading cause of death in Bulgaria.

Furthermore, in line with the description of the measure, the map shall also provide
recommendations on how to promote a balanced distribution of health services in Bulgaria,
based on an analysis covering health facilities in each region

e Chapter IV.1 (page 28) recommends:

o To bring together the practices of individual professionals within a University
hospital or a Medical centre.

o To maintain medical facilities of university hospitals or a medical centres type,
capable of carrying out medico-diagnostic tests including image diagnostics, which
carry out activities in close communication with general practitioners.

e Chapter IV.2 recommends:

o (page 44) That hospital care facilities be maintained in settlements with at least 15
000 inhabitants

o (page 45) That opportunities for consolidation be sought by bringing together
existing hospitals or structures with a view to ensuring integrated treatment of
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e Section
O

e Section
O

patients and maximising the effective use of available hospital resources. This
process should, to the greatest extent, cover public hospitals (state and municipal),
which have administrative and management mechanisms in place for
implementation and subsequent sustainable development

(page 47) To carry out an analysis, in the remaining cities of the 4th and 5th level in
which there are opened hospitals for active treatment, of the available local
capacity to provide basic medical care. To carry out, in these cities, an analysis of
trends for demographic and socio-economic development, and preparation of plans
for the restructuring of part of the beds for active treatment in beds for long-term
care, or for a complete restructuring of the medical facilities in medical facilities of
another type - hospitals for long-term treatment, medical centres, hospices or
facilities providing medical and social services. The opening of new hospitals or new
activities in the scope of active treatment in these cities is not supported.

(page 50) In North-western planning region, a balanced restructuring of the hospital
network by reducing both active care beds and the number of hospitals, and by
transforming part of them into long-term care beds and structures, outpatient
activities and community-based care.

IV.2.3 (page 94) recommends:

That oncology structures have a capacity exceeding 100 patients per day, with
effective use of the facilities for ambulatory procedures without prolonged
hospitalisation.

IV.2.4 recommends:

(page 102) That child psychiatrists provide counselling or be included in the houses
of certain drug structures working with adolescents and children, as well as in
structures specialised in eating disorders.

(page 105) Functional integration and collaboration of psychiatric structures with
other somatic treatment hospital structures within regional active care hospitals, as
well as with the structures of the social care system. An important priority is the
development of services for elderly people with mental and somatic illnesses.

All these recommendations aim at implementing a rationalisation and at achieving a better match
between available resources and existing need across the country. In this sense they promote a
balanced distribution of resources. Further, the analytical underpinning of the recommendations in
the Map is the analysis of availability of health services and their provision, thus of health facilities,
across all the six planning regions of the country.

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 317

Related Measure: C12.R1: Upgrading the strategic framework of the healthcare
sector

Name of the Milestone: National Health Strategy 2021-2030 and action plan for the
implementation of the strategy

Qualitative Indicator: Adoption of the strategy and the action plan by the
Council of Ministers

Time: Q3 2022
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Context:

The measure aims to increase the resilience of the health system and increase the population’s
access to quality and timely healthcare by providing the strategic underpinning of future
investments and reforms in the field of healthcare by identifying relevant recommendations and
actions. The reform includes the adoption of several strategies and plans, covering relevant
healthcare areas.

Milestone 317 requires the adoption by the Council of Ministers of the National Health Strategy
2021-2030 and of the action plan for the implementation of the strategy. These cover structural
challenges of the Bulgarian healthcare system such as regional imbalances, shortages of health
professionals, allocation of services between hospital and outpatient care and measuring the
performance of the healthcare system.

Milestone 317 is one of six milestones to upgrade the strategic framework for healthcare.

It follows the completion of milestone 315 related to the adoption of the National Strategy for the
Mental Health of Citizens of the Republic of Bulgaria 2021-2030.

It is accompanied by milestone 316 related to the adoption of the National Map of the long-term
Needs of the Healthcare Sector, milestone 318 related to the adoption of the National Strategy for
Child and Adolescent Health and Paediatric Care in the Republic of Bulgaria 2021-2030 and its
action plan and milestone 319 related to the adoption of the National Plan for Combating Cancer in
the Republic of Bulgaria 2021-2027.

It is followed by milestone 320 related to the adoption of the National Strategy for Healthy Geriatric
Care and Ageing in the Republic of Bulgaria 2021-2030 and its action plan. The reform has a final
expected date for implementation in Q1 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii. Copy of the adopted National Health Strategy 2021-2030 and a link to the website where it
may be accessed;

iii. Copy of the adopted Action Plan for the period 2023-2026 for the implementation of the
National Health Strategy 2030 and a link to the website where the Action Plan may be
accessed;

iv. Copy of the publication in the State Gazette, 37 of 26 April 2024, with the adopted National
Health Strategy 2030 and a link to the website where the decision can be accessed.

Analysis:

The Commission considers that there is a clerical error in the text of the Council Implementing
Decision as regards the qualitative indicator and verification mechanism of milestone 317 and has
undertaken the assessment on a revised basis. The indicator of the milestone refers to the adoption
by the Council of Ministers, and accordingly, the verification mechanism in the Operational
arrangements requires a “copy of the decision by the Council of Ministers adopting the Strategy and
action plan”.

The relevant piece of legislation in Bulgaria, the Health Act reads: “Article 3(2) The Council of
Ministers, acting on a proposal from the Minister of Health, approves the National Health Strategy,
which is adopted by the National Assembly.”
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As per the methodology for strategic planning in Republic of Bulgaria, national strategies are
adopted by the Council of Ministers, except for a list of strategies, including the National Health
Strategy, which are subject to approval by the Council of Ministers and later adoption by the
National Assembly. Formally the Council of Ministers therefore cannot adopt the Strategy but only
approve it, which means that the CID requirement cannot be fulfilled in substance, since adoption
by the National Assembly is a prerequisite for its effect.

Against this background, the justification and substantiating evidence provided by the Bulgarian
authorities covers all constitutive elements of the milestone.

Adoption of the strategy and the action plan by the Council of Ministers

The National Health Strategy 2021-2030 (hereinafter referred to as “the National Strategy”) was
approved by the National Parliament on 18 April 2024, which according to the Bulgarian legislation
(art. 3(2) of the Health Act) makes the document officially adopted, in force and actionable. The
Action Plan for the period 2023-2026 for the implementation of the National Health Strategy 2030
(hereinafter referred to as “the Action Plan”) were adopted by decision of the Council of Ministers
No. 662 from 29 September 2023. The National Strategy envisages a process for evaluating its
implementation through an interim and a final evaluation. The mid-term evaluation is to be carried
out in 2026 at the end of the time horizon of the Action Plan. The results of the evaluation are to
feed into the development of the 2027-2030 Action Plan (page 28).

The National Health Strategy 2021-2030 shall set out the strategic goals and priorities over a ten-
year period

The strategic goals and priorities are listed in the National Strategy in the introduction, under sub-
heading “Our Strategy — Vision, Objectives, Priorities and Policies” (pages 4 — 5). The strategic goals
are specified as follows:

e Sustainable health improvement and health-supportive environment;

e Effective management of resources with a focus on health outcomes;

e Ensuring health security and reducing inequalities.
The priorities are specified as follows:

e Building a healthier nation;

e Establishing a health system focused on people's needs;

e Apply focused strategies to tackle specific public health problems.

.. and provide recommendations to address the existing structural challenges of the health
system.

The recommendations shall address regional imbalances of healthcare service provision; the
allocation of services between hospital and outpatient care, concerning prevention, rehabilitation
activities, as well as long-term care; the development of performance indicators to evaluate
service provision and its management; and the shortages and distribution of health professionals
on the basis of the analysis in the National Map (milestone 316).

Each strategic goal and priority in the National Strategy is flanked by several policies designed for its
implementation. Further, background sections under each of these policies provide the analytical
underpinning of the underlying structural challenges. Based on this, policy recommendations are
provided under “Main policy orientations” for each policy. At the end of each policy section, a set of
summary recommendations is presented under “Targeted policy recommendations by 2030”.
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The Action Plan formulates measures and actions to implement the recommendations of the
National Strategy, including their timeline. Indeed, through a mapping it was verified that each
recommendation that relates to the four areas listed in the milestone is supported by one or more
measures for its implementation over the time horizon 2023-2026 in the Action Plan. For each of
the four areas the following sections present one example of a dedicated recommendation from the
National Strategy together with implementing measures from the Action Plan, including their
timeline.

Regional imbalances of healthcare provision

Under Policy 2.1 “Capacity development of outpatient care with a focus on primary care” (pages 10-
11) the National Strategy recommends creating real conditions to overcome regional imbalances in
outpatient care by introducing a system of incentives to attract and retain medical personnel (nare
11). To implement this recommendation, the Action Plan envisages several actions focused on
tackling regional imbalances. One of them is the introduction of a comprehensive system based on
population and geographical criteria to organise healthcare provision at five basic levels of supply of
services by 2026 (Measure 7 on page 18 of the Action Plan) organised over five levels, ranging from
a population of up to 1000 people to a population above 110 000. Among others, the first and
second levels, covering settlements of up to 5 000 people, ensure access to primary, outpatient and
emergency care, including through the potential of emergency care by air; in medium-sized
settlements with a population of up to 25 000 people, access will be provided to so-called regional
healthcare facilities with beds for monitoring and treatment up to 48 hours (daily inpatient), 24-
hour emergency surgery and long-term care facilities (hospices); for the largest settlements, the
fourth and fifth level, facilities would include hospitals, where largest centres would also include
highly-specialised ones.

Allocation of services between hospital and outpatient care, concerning prevention, rehabilitation
activities, as well as long-term care.

Under Policy 2.8. “A long-term, sustainable and predictable financing mechanism based on health
outcomes” (pages 17-18) the National Strategy recommends improving the spending structure by
type of care. This is supposed to be implemented through a gradual balanced increase in resources
allocated to primary and specialised outpatient care, matched by a higher share of expenditure, and
through a corresponding reduction in the relative share of expenditure allocated to hospital care
and medicinal products. To implement the recommendation, the Action Plan envisages the creation
of models and financial mechanisms for redirecting funds towards preventive activities, long-term
treatment, long-term care and palliative care as well as a sustained increase of funds for disease
promotion, prevention and control by 2026 (page 45). This is also more broadly supported by other
measures not explicitly linked to this recommendation and featuring in the Action Plan, such as the
measure aiming at broadening the range of health promotion and disease prevention services
offered by healthcare institutions. This is to be achieved by actions such as introducing modules into
the curricula of the different medical specialties to advise, prevent and control risk factors and
promote health or developing manuals and materials for methodological support for healthcare
professionals (pages 2-3). One other measure aims at improving the organisation, outreach, and
adequate financing of the activities under prevention, diagnosis, treatment and rehabilitation of
stroke and other cerebrovascular diseases. This is to be achieved by actions such as a periodic
analysis of the scope and volume of funding of these activities to be adjusted in line with policy
priorities.

Development of performance indicators to evaluate service provision and its management
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Under Policy 2.5. “Development of eHealth and digitalisation of the health system” (pages 15-16)
the National Strategy recommends putting in place a system for assessing the quality and safety of
medical care based on a system of validated indicators to assess the effectiveness of the healthcare
services provided and their management (page 16). The National Strategy envisages the use of
indicators to monitor the successful implementation of the policies in the Action Plan. To
implement the recommendation, the Action Plan envisages the implementation, development and
upgrading of the National Health Information System by 2030. This entails the introduction of a
hospital information collection sub-system to collect data on hospitalisation and de-hospitalisation
events, activities carried out and costs incurred for treatment by type by 2023. Another example
targeting this element of the milestone, although formally supporting different policies and
recommendations, aims at enhancing the capacity of institutions to carry out quality and safety
control of health services. Amongst others, this entails making full use of the National Health
Information System as a tool for analysing patient safety data and improving controls through the
development of systems of indicators to assess the quality and safety of health services by 2026
(page 40).

Shortages and distribution of health professionals on the basis of the analysis in the National Map
(milestone 316)

Concerning shortages and distribution of health professionals, under Policy 2.7 “Better planning and
motivating the health workforce” (pages 16-17), the National Strategy contains seven
recommendations corresponding to issues and recommendations from the National Map. While
there is no direct reference in the National Strategy to the National Map, content analysis
demonstrates that recommendations follow the analysis and findings of the Map.

One example is the sixth recommendation in policy 2.7 of the National Strategy Provide funding for
staff training in emergency, psychiatric and paediatric care, long-term health care, donation and
transplantation". It corresponds to the part of the analysis in the Map arguing that the “creation of
conditions for continuous improvement of the competence of health professionals” (page 33 of the
Map).

The Action plan includes three specific actions to support training and human development in
healthcare. They are projects under the Human resource development programme 2021-2027.
Action 6.3 envisages "Increasing the competencies and skills of medical and non-medical health care
professionals through training on specific issues and/or target groups" in the period 2023-2027.

The seventh recommendation in policy 2.7 of the National Strategy “To create conditions, including
by introducing financial incentives, for the work of medical specialists in areas with an established
shortage of specialists" is based on the text of the Map analysing how health professionals can be
incentivised to work in remote regions with staff shortages:

"Of particular importance is the development of incentive procedures for medical professionals who
will serve the population in remote areas, including:

e Incentivizing doctors to open primary care clinics in hard-to-reach and remote areas
through an initial one-time incentive for opening a practice, a certain amount and for the
doctor's family, rental and/or transport costs and/or monthly provision of funds for a term
for 5 years.

e Stimulating general practitioners (GPs) who have opened primary care clinics in hard-to-
reach and remote areas to hire an additional number of medical specialists (doctors, nurses,
midwives, paramedics and/or physician assistants) to provide more accessible medical care
on-site patient service in the populated areas, by monthly provision of funds to GPs,
necessary for the payment of additional hired staff.

e Incentivizing the opening of health care dispensaries in hard-to-reach and remote areas
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through an initial one-time incentive for opening a health care dispensary and/or monthly
provision of funds."(page.30)

To implement the recommendation to create the conditions for health professionals to select areas
with identified shortages, both in terms of specialties and territorial distribution, the Action Plan
envisages the development of a single information system for the registration and monitoring of
healthcare staff in terms of numbers, structure, territorial distribution and migration of health
workers to support effective planning by 2026 as well as the establishment of state-funded health
scholarships for specialties with declining numbers of professionals (annually up to 2026). Indeed,
the National Strategy mentions that the channelling of state funding in specialist training to
disciplines that show negative trends is a specific policy designed by the Ministry of Health to tackle
imbalances (page 40).

Another example is the second recommendation in policy 2.7 of the National Strategy "To invest in
creating conditions to increase the number of admitted students by categories of medical
personnel, with priority for the specialty "Nurse". It is based on the conclusion of the analysis
(identical for each of the six NUTS2 regions) in the National Map that "it is necessary to make
targeted efforts and invest in creating conditions for increasing the number of the admitted
students in the specialty "nurse" and increasing the interest of young people in acquiring this
professional qualification, so that the education system in the medium and long term can begin to
respond to the identified needs of the health system for this type of medical specialists." (pages
153, 167, 180, 194, 207, 221).

The Action Plan envisages increasing the capacity of higher education institutions to train in medical
professions with identified shortages by giving priority to places for nurse specialties and reducing
the number of places in other specialties for which the stock is sufficient (on a yearly basis) (page
41). It also sets out the provision of financial support for vocational training of staff that assist
nurses and doctors, such as priority carers, health assistants or paramedics, to reduce the
overburden of healthcare professionals with identified shortages (mainly nurses) and enable them
to focus on activities specific to their professional qualifications by 2026 (page 42).

On this basis it can be considered that this constitutive element of the milestone is fulfilled.

The action plan shall formulate measures and actions, including their timeline, to implement the
recommendations of the strategy.

The Council Implementing Decision required that the Action Plan shall formulate measures and
actions, including their timeline, to implement the recommendations of the Strategy. Instead of
adopting one single Action Plan, the National Strategy (page 4) requires the adoption of two
consecutive Action Plans, where the second one, covering the period 2027-2030 is to be drafted
following a mid-term evaluation of the strategy’s implementation and based on the emerging
findings on the impact that the measures had until then as captured by a set of indicators (page 28).
Whilst this constitutes a minimal substantive deviation from the requirement of the Council
Implementing Decision, the adoption of two consecutive Action Plans ensures that the follow-up
actions needed to reach the targets set in the National Strategy are more accurately assessed, and
that the recommendations of the Strategy are implemented in a comprehensive manner.
Furthermore, the adopted National Strategy explicitly foresees a second action plan up to 2030,
thereby committing to implementation of the National Strategy over its entire lifespan. As of this,
this minimal deviation does not affect the progress towards achieving the reform that the milestone
represents. On this basis, it is considered that this constitutive element of the milestone is
satisfactorily fulfilled.
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Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C12.R1: Upgrading the strategic framework of the healthcare

Number: 318
sector

Name of the Milestone: National Strategy for Child and Adolescent Health and Paediatric Care in
the Republic of Bulgaria 2021-2030 and action plan for the implementation of the strategy

Qualitative Indicator: Adoption of the strategy and the action plan by the

Council of Ministers Time: Q4 2022

Context:

The measure aims to increase the resilience of the health system and increase the population’s
access to quality and timely healthcare by providing the strategic underpinning of future
investments and reforms by identifying relevant actions. As such, the reform includes the adoption
of several strategies and plans, covering relevant healthcare areas.

Milestone 318 requires the adoption by the Council of Ministers of the National Strategy for Child
and Adolescent Health and Paediatric care in the Republic of Bulgaria 2021-2030 and of the action
plan for its implementation. The National Strategy is expected to set out the strategic goals and
priorities over a ten-year period and provide recommendations covering various topics such as, for
instance, accessibility of diagnosis and treatments targeting children and adolescents and
awareness raising and prevention initiatives. The action plan then formulates measures and actions,
including their timeline, to implement the recommendations of the strategy.

Milestone 318 is one of six milestones to upgrade the strategic framework for healthcare.

It follows the completion of milestone 315 related to the adoption of the National Strategy for the
Mental Health of Citizens of the Republic of Bulgaria 2021-2030.

It is accompanied by milestone 316 related to the adoption of the National Map of the long-term
Needs of the Healthcare Sector, milestone 317 related to the adoption of the National Health
Strategy 2021-2030 and its action plan and milestone 319 related to the adoption of the National
Plan for Combating Cancer in the Republic of Bulgaria 2021-2027.

It is followed by milestone 320 related to the adoption of the National Strategy for Healthy Geriatric
Care and Ageing in the Republic of Bulgaria 2021-2030 and its action plan. The reform has a final
expected date for implementation in Q1 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

v. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

vi. Copy of the National Strategy for Child and Adolescent Health and Paediatric Care in the
Republic of Bulgaria 2021-2030 and a link to the website where the decision can be
accessed;

vii. Copy of the Action Plan for the Implementation of the National Strategy for Child and
Adolescent Health and Paediatric Care in the Republic of Bulgaria 2021-2030 and a link to
the website where the Action Plan may be accessed;

viii. Copy of the decision by the Council of Ministers No. 674 from 29 September 2023 with a
view to adopting a National Strategy for Child and Adolescent Health and Paediatric care
2030 and an Action Plan for the implementation of the National Strategy for Child and
Adolescent Health and Paediatric care 2030 for the period 2023-2025and a link to the
website where the decision can be accessed.
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Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The National Strategy for Child and Adolescent Health and Paediatric Care in the Republic of
Bulgaria 2021-2030 and the action plan for the implementation of the strategy have been
adopted by the Council of Ministers.

The National Strategy for Child and Adolescent Health and Paediatric care in the Republic of
Bulgaria 2021-2030 (hereinafter referred to as “National Strategy”) and the Action Plan for the
Implementation of the National Strategy for Child and Adolescent Health and Paediatric Care in the
Republic of Bulgaria 2021-2030 (hereinafter referred to as “Action Plan”) were adopted on 29
September 2023 by decision of the Council of Ministers No. 674.

The National Strategy for Child and Adolescent Health and Paediatric care in the Republic of
Bulgaria 2021-2030 shall set out the strategic goals and priorities over a ten-year period and
provide recommendations...

The National Strategy defines a vision for 2030 and specifies one strategic and two specific
objectives to achieve that vision up to 2030. The strategic objective is “Sustainably improving
children’s health” and the specific objectives are “Put the child and his needs at the centre of an
integrated system of paediatric care” and “Reducing health inequalities for children” (pages 5-6 of
the National Strategy). It further identifies four specific policy priorities that are expected to
contribute to achieving the objectives up to 2030. These are specifically focused on children and
families: Priority 1. “Promoting healthy lifestyles”; Priority 2. “Effective prophylaxis and prevention
of disease and disability”; Priority 3. “Building an integrated system of complex paediatric care”;
Priority 4. “Development of human resources for children’s health” (page 8 of the National
Strategy).

It then sets out recommendations by policy priority both in the sections “Targeted
recommendations to implement the priority by 2030”, where policy recommendations are
formulated as text, and in the sections “Summary of recommendations”, which summarise the main
elements of the targeted recommendations.

...covering the accessibility of diagnosis and treatments targeting children and adolescents,
including specialized paediatric medical equipment in health facilities;

The National Strategy sets out recommendations concerning this element of the milestone under
Priority 3. “Building an integrated system of comprehensive paediatric care” on page 19 in the
section “Targeted recommendations to implement the priority by 2030”. These targeted
recommendations are summarised on page 23. For example, the following summary
recommendations relate to on the accessibility of diagnosis and treatment targeting children and
adolescents:
e Recommendation 3.1.: Ensure universal access to basic health care for all pregnant women
and children in outpatient care.
As another example, the following summary recommendations cover specialised paediatric medical
equipment in health facilities:
e Recommendation 3.2.: Develop the capacity and ensure the integrity and coordination of
the paediatric inpatient care system.
Notably, Recommendation 3.2 refers to the capacity in terms of infrastructure and equipment,
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alongside organisational features (see examples of measures below).

Concerning the coverage of adolescents by the recommendations, the use of the term “paediatric”
notably covers both children and adolescents. Among others, on page 32, the National Strategy
provides an analysis of the evolution of the paediatric population, which is broken down into 0-19
and 15-19, thereby encompassing both children and adolescents. As such, Recommendations 3.4
and 3.2 are relevant for adolescents.

awareness raising and prevention initiatives, including for parents and in relation to pregnancy;

The National Strategy sets out recommendations concerning this element of the milestone under
Priority 1. “Promoting healthy lifestyles” on page 11 in the section “Targeted recommendations to
implement the priority by 2030”. These targeted recommendations are summarised on page 13.
For example, the following summary recommendations relate to awareness raising and prevention
initiatives, including for parents and in relation to pregnancy:
e Recommendation 1.1.: Plan and implement systematic preventive health information
campaigns targeting children and their parents.

Notably, Recommendation 1.1 covers prevention initiatives targeting pregnancy. Indeed, in the
“Targeted recommendations” section of Priority 1, on page 11, the National Strategy clearly spells
out the importance of interventions on all three stages of childhood, namely 0-6/7 years of age
(including both early childhood and pregnancy), 7-13 years of age (including both childhood and
early adolescence) and 14/15-18 years of age (adolescence). As such, pregnancy is considered as
the first stage of early childhood. This is clarified by the nature of the measures that were designed
to implement the recommendation as discussed below.

regional patronage care and supply of counselling health services.

The National Strategy sets out a recommendation concerning patronage care under Priority 3.
“Building an integrated system of comprehensive paediatric care”, namely, under “Targeted
recommendations to implement the priority by 2030” the National Strategy specifies that: “An
important complementary element of paediatric care at this level is patronage care for pregnant
and childcare, which should be developed as an integral part of the primary care system” (page 20).
Formally, in the National Strategy, this falls under the following high-level summary
recommendation (page 23):
e Recommendation 3.1. Ensure universal access for all pregnant and children to basic
healthcare in non-hospital care.
The National Strategy formulates the following recommendation related to the supply of
counselling health services (page 13):
e Recommendation 1.2. Increase the commitment and competences of health professionals
in the areas of children’s health, development and emotional well-being, development of
counselling skills.

The action plan shall formulate measures and actions, including their timeline, to implement the
recommendations of the strategy.

The Action Plan covers the period 2023-2025. Through a mapping it was verified that it contains
measures and actions, including their timeline, to implement each of the recommendations in the
National Strategy (as illustrated in the corresponding subsections of the present Analysis). As
mentioned in the National Strategy (page 30), the first mid-term evaluation of the strategy’s
implementation will analyse the results achieved under the key indicators as well as the indicators
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for individual measures and activities and, based on the findings, it will assess the follow-up actions
needed to reach the targets set. This will be reflected in a Strategy Action Plan for 2026-2030.

The Council Implementing Decision required that the Action Plan shall formulate measures and
actions, including their timeline, to implement the recommendations of the strategy. Instead of
adopting one single Action Plan, the National Strategy requires the adoption of 319two consecutive
Action Plans, where the second one, covering the period 2026-2030 is to be drafted following a mid-
term evaluation of the strategy’s implementation and based on the emerging findings. The mid-
term evaluation will be based on key indicators of child health and quality of paediatric care and on
the indicators associated to the measures and activities as set out in the relevant Action Plan to
monitor their implementation. This will allow to assess the effectiveness of measures and activities
and to adjust them if necessary. Thus, whilst this constitutes a minimal substantive deviation from
the requirement of the Council Implementing Decision, the adoption of two consecutive Action
Plans ensures that the follow-up actions needed to reach the targets set in the National Strategy are
more accurately assessed and that the recommendations of the National Strategy are implemented
in a comprehensive manner the follow-up actions needed to reach the targets set in the National
Strategy, implementing its recommendations as per the requirements of the Council Implementing
Decision. Further, the adopted National Strategy explicitly foresees a second Action Plan up to 2030,
thereby committing to implementation of the National Strategy over its entire lifespan. As of this,
this minimal deviation does not affect the progress towards achieving the reform that the milestone
represents. On this basis, it is considered that this constitutive element of the milestone is
satisfactorily fulfilled.

The Action Plan formulates measures and actions, including their timeline, to implement the
relevant recommendations of the National Strategy. The following paragraphs provide examples of
measures implementing the recommendations as illustrated in the corresponding subsections of
the present Analysis.

To implement the recommendation to ensure universal access to basic health care for all pregnant
women and children in outpatient care (Recommendation 3.1), the Action Plan envisages by 2025
(pages 27-31):

e To conduct a periodic review of the adequacy of volume and scope of the publicly funded
package of health services for pregnant women and children with a view to broadening
their scope;

e to create conditions to improve access to basic health care for all pregnant and childcare,
with a focus on hard-to-reach and remote areas;

e deliver trainings to expand the competences and motivation of primary care professionals
to advise parents on early childhood development, as well as on early identification of the
risk of development issues and on the need for early intervention.

One further example focuses on paediatric medical equipment and highlights the coverage by
measures of both children and adolescents. Specifically, to implement the recommendation to
develop the capacity and ensure the integrity and coordination of the paediatric inpatient care
system (Recommendation 3.2), the Action Plan, on pages 31-32, envisages, by 2025 and up until
2030 to:
e build and equip a children’s multi-profile University Hospital in Sofia;
e modernise services and equipment of paediatric hospital structures providing specialised
paediatric care of regional and national importance according to the needs identified in the
National Map of the Long-Term Needs of the Healthcare Sector.

To implement Recommendation 1.1 to plan and implement systematic preventive health
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information campaigns targeting children and their parents, the Action Plan envisages by 2025
(pages 2-7):

e that the Ministry of Health develops a communication strategy for the promotion of
maternal and child health to inform the population, with a focus on young people and
families, on reproductive health and family planning, pregnancy, childbirth and newborn
care and to implement this strategy;

e that the Ministry of Health conducts information campaigns and other communication
activities related to raising awareness of maternal and childcare during pregnancy,
childbirth, the benefits of breastfeeding and early childhood care;

e to inform children and families to promote healthy lifestyles and reduce health risk
behaviours;

e to implement initiatives to attract public interest and involve all stakeholders in health
promotion activities.

To implement the recommendation to develop patronage care for pregnant and childcare as an
integral part of the primary care system, the Action Plan envisages to create conditions to improve
access to basic health care for all pregnant and childcare, with a focus on hard-to-reach and remote
areas, thus with a focus on regional characteristics. This measure relies on concrete actions
including the analysis of the volume, type and manner of provision of patronage care and the
development of an up-to-date model for its national provision, including a specific financing
mechanism and the necessary financial resources by 2025 (Activity 3.1.2.1. on page 30). Concerning
the recommendation to increase the commitment and competences of health professionals
including in counselling, the Action Plan envisages including in the curriculum of students and
specialists in the different medical specialties modules for counselling, prevention and control of
risk factors and health promotion, with a focus on working with children by 2025, as well as the
development of methodological guides for child and maternal health promotion activities for
outpatient and hospital healthcare professionals by the same year (Activities 1.2.1.2 and 1.2.1.1,
respectively, under Measure 1.2.1 on page 7).

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 319 Related Measure: C12.R1: Upgrading the strategic framework of the healthcare

sector
Name of the Milestone: National Plan for Combating Cancer in the Republic of Bulgaria 2021-2027
Qualitative Indicator: Adoption by the Council of Ministers Time: Q4 2022

Context:

The measure aims to increase the resilience of the health system and increase the population’s
access to quality and timely healthcare by providing the strategic underpinning of future
investments and reforms by identifying relevant actions. As such, the reform includes the adoption
of several strategies and plans, covering relevant healthcare areas.

Milestone 319 requires the adoption by the Council of Ministers of the National Plan for Combating
Cancer in the Republic of Bulgaria 2021-2027, which shall outline measures enhancing detection,
diagnostics, treatment, as well as well-being of cancer patients and survivors.

Milestone 319 is one of six milestones to upgrade the strategic framework for healthcare.

It follows the completion of milestone 315 related to the adoption of the National Strategy for the
Mental Health of Citizens of the Republic of Bulgaria 2021-2030.

It is accompanied by milestone 316 related to the adoption of the National Map of the long-term
Needs of the Healthcare Sector, milestone 317 related to the adoption of the National Health
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Strategy 2021-2030 and its action plan and milestone 318 related to the adoption of the National
Strategy for Child and Adolescent Health and Paediatric care in the Republic of Bulgaria 2021-2030
and of the action plan for its implementation.

It is followed by milestone 320 related to the adoption of the National Strategy for Healthy Geriatric
Care and Ageing in the Republic of Bulgaria 2021-2030 and its action plan. The reform has a final
expected date for implementation in Q1 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

ix. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

X. Copy of the adopted National Plan for Combating Cancer in the Republic of Bulgaria 2021-
2027 and a link to the website where it may be accessed;

xi. Copy of the decision by the Council of Ministers No. 3 from 4 January 2023 adopting the
National Plan for Combating Cancer in the Republic of Bulgaria 2021-2027 and a link to the
website where the decision can be accessed.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

Adoption by the Council of Ministers

The National Plan for Combating Cancer in the Republic of Bulgaria 2021-2027 (hereafter referred
to as the “National Plan”) was adopted on 4 January 2023 through Council of Ministers Decision No.
3 Adopting the national beating cancer plan in the republic of Bulgaria 2027.

The National Plan for Combating Cancer in the Republic of Bulgaria 2021-2027 shall outline
measures to enhance early detection of cancer through screening activities;

Objective 3 (page 38) of the National Plan “Improving the early detection process” devises
measures to put in place more effective and modern screening programmes and to increase
coverage by target group. To achieve this, the National Plan foresees educational campaigns and a
more active involvement of general practitioners (pages 43-46). The aim is to ensure appropriate
processes and to bring screening methods in line with European and global standards. The
measures encompass the identification of modern screening methods and the definition of case-
specific early detection programmes, accompanied by a target-based implementation timeline
(pages 47-50). Among others, the authorities envisage seven specific measures to meet Objective 3
covering the following elements (pages 43-46):
i Colorectal cancer early detection programme;
ii. Breast cancer early detection programme;
iii. Cervical cancer early detection programme;
iv. Prostate cancer early detection programme;
V. Lung cancer early detection programme;
vi.  Tumour marker screening programme;
vii. Development of an integrated documentation and management system for population-
based care programs.
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Each of these early detection programmes includes a set of measures on an “educational
programme” and another on the “screening programme”. Such as, concerning the lung cancer early
detection programme, measures in the first group include raising public awareness of the risks
posed by lung cancer and the importance of early diagnosis as well as training healthcare
professionals on newly introduced screening methods and their correct application; measures
focusing on the second group include collecting and investigating studies and data from other
countries, aligning the screening programmes with international guidelines and ensuring that the
programme is properly documented for follow-up and subsequent analysis (page 45).

Each of these measures is accompanied by one single target or a set of targets, each with a planned
date for completion. For example, the measure on early detection of colorectal cancer is associated
to the indicator “Increased rate of newly diagnosed cases in Phase | and II”, with a set target of 50%,
to be achieved by 2025 for the first 25% and by 2027 for the remaining 25%.

...the availability and accuracy of cancer diagnostics;

Objective, 4 (page 51) “Ensuring high standards of oncology care in the area of diagnosis” identifies
advanced diagnostic options for patients and devises actions to support equal access to diagnostic
methods, centres and leading specialists. The National Plan designed by the authorities envisages
six measures to meet Objective 4, more specifically (pages 55-58):
i Establishment of a leading reference centre for innovative hybrid imaging and therapy with
radiopharmaceuticals in Bulgaria — the “Center of excellence”;

ii. “Cancer diagnostics and treatment for all” initiative;

iii.  Setup of a programme for the updating of histopathological and molecular diagnostics;

iv.  Setup of a programme to modernise the approach to genetic research and counselling;

V. Updating and ensuring equal access to standard diagnostic methods;

vi. Introduction of a standard of care (based on European or American diagnostic guidelines).

Measures i., ii. and v. have a focus on both availability and accuracy. Among others, the National
Plan envisages the establishment of a Centre of Excellence, which will expand the set of available
diagnostic centres and also increase the quality of diagnostics thanks to modernised equipment, as
well as an initiative (the “Cancer diagnostics and treatment for all”) to introduce state-of-the-art
diagnostics for cancer patients across the country and enable remote access to results, medical
advice, assistance in reading and interpreting the test results. With a particular relevance for
accuracy, the initiative will provide both a new and improved Al software and telemedicine tools
allowing specialists to obtain “second opinion” consultations with other specialists.

Measures iii, iv and vi mostly focus on accuracy of diagnostics by enhancing their quality. The
National Plan envisages programmes to improve histopathological and molecular diagnostics, by
means of regulatory changes, post-graduate trainings, periodic update of diagnostic protocols.
Concerning programmes to enhance genetic research and counselling, actions include, amongst
others, the establishment of a register of inherited cancers in Bulgaria and of persons with high
inheritance risk and their blood relatives as part of the national cancer register and of the Electronic
Patient Register (NZIS). Each of these measures is accompanied by one single target or a set of
targets, each with a planned date for completion. For example, the measure on the modernising the
approach to genetic research and counselling is associated to the indicator “number of individuals
targeted for genetic counselling”, with a set target of 200 000 individuals, to be reached the first
100 000 by 2025 and the second by 2027.

...access to and effectiveness of treatments;

Objective 5 (page 61) of the National Plan “Ensure high standards of cancer care in treatment”
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identifies measures to support equitable access to state-of-the-art treatment for patients and to
integrate a multidisciplinary approach and systemic cancer care into clinical practice in the country.
Concretely, Objective 5 envisages eight measures to achieve these goals, namely (pages 63-66):

i Improving the multidisciplinary approach to European and global patient recommendations
and requirements (for example by providing a regulatory framework to implement a proper
multidisciplinary approach to oncology and monitoring of compliance);

ii. Improving systemic oncology treatment (for example by establishing reference laboratories
for pathohistological and molecular diagnosis of malignant tumours in the country
according to adopted European standards);

iii.  Optimising the processes for updating the Pharmaco-Therapeutic Manual on Medical
Oncology against the developed “National medical standards for systemic medication,
assessment of curative effects and monitoring of malignant solid tumours in adults”;

iv. Create a system/analytical solution to support the work of healthcare professionals in
deciding on the treatment of a range of diseases, as well as accelerate diagnostic processes
and improve patient treatment;

V. Setup of enhanced training programmes for specialists;

vi.  Accelerating access to effective innovative cancer treatment through regulatory change;

vii. Ensuring accessible, modern and safe radiation in the country (for example by accelerating
the implementation of scientific findings in clinical practice or by administering most of the
treatment in outpatient settings or by monitoring treatment outcomes through follow-ups);

viii. Participation in research activities to develop and access targeted therapies

Several measures under Objective 5 of the National Plan include both actions that are related to
access and to effectiveness. Measure i. envisages that all healthcare facilities at regional and
national level providing complex treatment for cancer patients should set up multidisciplinary
cancer teams and standardise the requirements for presenting a cancer patient to the team, which
may lead to improved access to treatments. The same measure includes actions such as the
creation of an electronic environment for multidisciplinary discussions with external
multidisciplinary teams, including outside the country, which has the potential to improve
effectiveness. Measure ii. includes actions such as the establishment of reference laboratories for
histopathological and molecular diagnosis in the country in accordance with accepted European
standards, which, through more efficient diagnostics could enhance access to treatment. At the
same time, actions such as promoting contracts between different hospitals, to provide all
necessary steps in the way patients are diagnosed and treated may improve effectiveness through
process integration. Lastly, measure iv. envisages improving IT tools, including by developing
systems that will process health data from multiple sources, like hospital information systems,
registries, etc., and will provide fast, aggregated real-time analyses. This includes the development
of artificial intelligence and machine learning algorithms which could all reduce time-to-treatment
for patients, which improves access. Supporting digital solutions allows doctors to work more
efficiently, improves exchanges between them, and likely improves clinical outcomes in general and
hence effectiveness.

Each of these measures is accompanied by one single target or a set of targets, each with a planned
date for completion (pages 68-70). For example, the measure on setting up trainings for specialists
is associated to the indicator “number of ongoing GP trainings carried out”, with a set target of five,
of which three will be carried out by 2025 and the remaining two by 2027.

the well-being of cancer patients and cancer survivors;

Objective 6 (page 73) “Improve quality of life for cancer patients, survivors and caregivers”
identifies measures to improve quality of life and satisfaction with medical and non-medical care
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and reintegration by building an effective network of units, specialists and forms of meaningful
communication with patients and their families. The National Plan envisages sixteen specific
measures to achieve the objective is, ranging from psychological care to social care, rehabilitative
care and palliative care, including amongst others infrastructural improvements (such as the
construction of structures for palliative care structures under measure iii), professional training and
medical protocols (pages 79-82):

i. Psycho-oncological treatment programme;

ii. Rehabilitation and social support programme, both for patients and for survivors;

iii. Palliative Care Programme;

iv. Optimising the system for the efficient supply of pain relief drugs;

V. Developing a unified policy on palliative care and pain management;

vi. Improving the training of health professionals;
vii. Professional training of health care providers;
viii. Creation of a single online information platform;
ix. Integrated health care and patient support programmes;
X. Introduction of rules for non-medical care of cancer patients (concerning the work of

psychologists and social workers, dieticians and nutritionists, physical medicine and
rehabilitation specialists);

Xi. Establish a network of support for non-medical care (patient-orientation, personal
assistance, information and referral) for cancer patients, in accordance with the stages of
care for cancer patients;

Xii. Implementation of a long-term media project to change public attitudes and build a new
health culture regarding cancer;
xiii.  Outsourcing some of the services to maintain/enhance the quality of life of cancer patients

to NGOs/patient organizations;
Xiv. Easing the administrative burden;

XV. Introduce criteria for assessing the quality of life of cancer patients and conduct periodic
surveys on this indicator;
XVi. Integrating pharmaceutical care into a multidisciplinary approach.

Out of these, a few examples can be drawn to highlight measures with a focus on the wellbeing of
cancer patients. These include for example measure vii, which includes actions such as the
development of an algorithm to screen, assess and monitor pain and the organisation of trainings of
medical teams assisting cancer patients to actively screen for pain on each visit routinely and to
treat moderate-to-high pain as a condition requiring immediate treatment. Another example
focusing on cancer patients comes from measure xi, with actions to create a support network for
cancer patients including by organising trainings for mentors as part of a programme co-created and
approved by patient organisations, medical scientific societies and health institutions. With a focus
on the wellbeing of palliative care patients, the most relevant is measure iii. Under the Palliative
Care Programme, actions are envisaged, amongst others, to organise trainings in palliative care,
both for professionals and informal carers, such as family members, as well as to create a platform
for patients with all the necessary information on the options palliative care in the country. Each
measure is accompanied by one single target or a set of targets, each with a planned date for
completion (pages 83-86). For example, the measure on optimising the system for the efficient
supply of pain medications is associated to the indicator “ePrescription introduced for medicines
containing narcotic substances” which is set to be achieved by 2025”.

Furthermore, in line with the description of the measure, the National Plan for Combating Cancer
in the Republic of Bulgaria 2021-2027... shall outline measures aiming to reduce cancer incidence
and mortality, targeting screening activities for early detection of cancer, as well as cancer
treatment therapies...
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The analysis of the measures aiming to reduce mortality targeting screening activities for early
detection of cancer, as well as on cancer treatment therapies, are covered above under the
previous points, notably related to all the measures supporting early detection and the availability
and accuracy of diagnostics, and the measures covering access to and the effectiveness of
treatments. Concerning the measures aiming to reduce cancer incidence, Objective 2 (page 28)
“Saving lives through sustainable cancer prevention” is expected to improve health awareness and
culture and to implement timely preventive measures to eliminate and reduce exposure to harmful
effects caused by modifiable risk factors that limit morbidity in the population and lead to a higher
health culture and a healthier lifestyle. Following, it contributes to reducing cancer incidence.
Related to Objective 2, the National Plan envisages measures ranging from prophylactic vaccination
to actions targeting behavioural risk drivers by promoting daily physical activity, healthy eating,
quitting smoking, restricting alcohol use including with a focus on vulnerable groups, as well as
measures to reduce exposure to carcinogens. More specifically, the National Plan envisages five
concrete measures as follows, together with a timeline for implementation and success indicators
(pages 31-37):

e Promoting healthy eating habits and regular physical activity (such as through public
awareness campaigns);

e Preventing cancer by reducing the harmful effects of smoking (such as through public
awareness campaigns);

e Preventing cancer by reducing the harmful effect of excessive alcohol consumption (such as
for example through public awareness campaigns);

e Preventing and reducing the risk of cancer caused by infections (such as by providing
evidence-based medical-based vaccination recommendations for persons at risk of
infection);

e Preventing cancer by reducing the level of risk caused by lifestyle and work environment
risk factors (such as through public awareness campaigns).

Commission Preliminary Assessment: Satisfactorily fulfilled

Related Measure: C12.R2: Development of e-health and of the National Health

umbepis2ad Information System

Name of the Milestone: Entry into force of the amendments to the e-Health regulatory framework

Qualitative Indicator: Provision in the law indicating the entry into force of

Time: Q4 2022
the amendments to the eHealth regulatory framework ! Q

Context:

The reform aims to foster the development of e-Health. As such, it includes the adoption of the
National Strategy for e-Health and Digitalisation of the Health System 2021-2030 and of an action
for its implementation, the update of the legal framework on e-Health and the establishment of a
single digital environment for the collection and exchange of medical information (the National
Health Information System (NHIS)).

Milestone 321 requires the entry into force of amendments to the eHealth regulatory framework
that shall introduce the legal basis for online prescriptions and dispensation of medicinal products;
telemedicine, including telediagnostics and telemonitoring; the registration of medical information
via electronic health records and their maintenance. The amendments shall also regulate the
organisation of the work processes of the National Health Information System.

Milestone 321 is the first step of the implementation of the reform to develop e-health and the
National Health Information System and it will be followed by milestone 322, related to the upgrade
of the National Health Information System. The reform has a final expected date for
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implementation in Q2 2023.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii. Copy of Regulation No. H-6 of 21 December 2022 on the functioning of the National Health
Information System published in issue No. 103 of the State Gazette on 24.12.2022 and a link
where it can be accessed;

iii. Copy of Regulation amending and supplementing Regulation No 4 of 2009 laying down the
procedures for prescribing and dispensing medicinal products and a link where it can be
accessed;

iv. Copy of Regulation No. 4 of 4 March 2009 (as supplemented by the State Gazette No. 51 of
13 June 2023) on the conditions and procedure for prescribing and dispensing medicinal
products and a link where it can be accessed;

v. Copy of Decision No. 181 of 18 March 2024 by the Council of Ministers adopting the
National Strategy for e-Health and Digitalisation of the Health System 2030 and a link where
it can be accessed;

vi. Copy of the National Strategy for e-Health and Digitalisation of the Health System 2030 and
a link where it can be accessed;

vii. [Action plan implementing the National Strategy for e-Health and Digitalisation of the
Health System 2030 and a link where it can be accessed].

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The amendments to the e-Health regulatory framework have entered into force.

Regulation No. 4 of 4 March 2009 (hereinafter referred to as the “2009 Regulation”) has been
amended by issues of the State Gazette No. 107 of 18 December 2020 (entry into force on 18
December 2022 according to Article 2), No. 53 of 8 July 2022 (entry into force on 1 November 2022
according to Article 6), No. 85 of 25 October 2022 (entry into force on 25 October 2022 according to
Article 2) and No. 51 of 13 June 2023 (entry into force on 13 June 2023 according to Article 22).
Regulation No. H-6 of 21 December 2022 on the functioning of the National Health Information
System (hereinafter referred to as “Regulation”) has entered into force on 1 January 2023 in
accordance with Article § 7 of the “Transitional and Final Provisions” of the Regulation [..].

The amendments to the e-Health regulatory framework develop further access to e-Health
services by introducing the legal basis for online prescriptions and dispensation of medicinal
products, as follows:

To ensure the electronic prescribing of medicines, an addition has been made to the existing 2009
Regulation by subsequent issues of the State Gazette. The introduction of the legal basis for online
prescriptions and dispensation of medicinal products was introduced by State Gazette No. 107 of 18
December 2020, with the introduction of Chapter VII "Electronic prescription of medical products.
Dispensing of medicinal products and execution of electronic prescriptions”. In the subsequent
amendments made in State Gazette No. 53, No. 85 of 2022 and No. 51 of 2023, the text of the 2009
Regulation was updated and supplemented to extend the scope of electronic prescription of
medicinal products. For example, the changes introduced by State gazette No. 53 of 2022 stipulated
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that the prescription of medicinal products classified in the pharmacological group "Antibacterial
medicinal products for systemic use", according to the anatomical-therapeutic-chemical
classification in accordance with the requirements of the World Health Organization shall only be
carried out by electronic prescription."

Further, the amendments from the State Gazette No. 51 of 13 June 2023 amend Article 70(1) of the
2009 Regulation and expand the compulsory use of online prescriptions by excluding narcotic drugs
from the list of exceptions. As a result, both medicinal products paid in full or part by the National
Health Insurance Fund and narcotic drugs must be prescribed through an online prescription. The
amendments also apply mutatis mutandis the rules governing paper prescriptions to the relevant
categories of abovementioned drugs that need to be prescribed electronically. The introduction of
the obligation to prescribe certain categories of drugs electronically started with amendments to
the 2009 Regulation published in the State Gazette No. 107/2020 which entered into force on 18
December 2020. These introduced the provisions in Chapter VII, which regulates the electronic
prescription of medicinal products. dispensing of medicinal products and execution of electronic
prescriptions. Articles 73 and 74 of the 2009 Regulation, as amended and supplemented, regulate
dispensation, covering the procedure the pharmacist must follow to be authorised to execute a
prescription.

The amendments to the e-Health regulatory framework develop further access to e-Health
services by introducing the legal basis for telemedicine, including telediagnostics and
telemonitoring, as follows:

The legal basis for telemedicine, telediagnostics and telemonitoring is enshrined in Regulation No.
H-6 of 21 December 2022 on the functioning of the National Health Information System (hereinafter
referred to as “Regulation”). More specifically, Article 2 of the Regulation provides that “the
National Health Information System can be used [...] to provide remote medical services, including
telemedicine, telediagnostics and telemonitoring, in accordance with the rules laid down by law”.

The amendments to the e-Health regulatory framework develop further access to e-Health
services by introducing the legal basis for the registration of medical information via electronic
health records and their maintenance, as follows:

The recording of medical information via electronic health records and their maintenance is
regulated in Section Il “Electronic health records” of the Regulation. This element of the milestone
is covered by Articles 13 — 17 of the Regulation. Article 13 regulates the nature and function of
electronic health records, including the rules concerning its generation by medical and non-medica
professionals Further, Article 14 covers aspects such as the admissible format of the electronic
health record and Article 15 covers the automatic creation of the electronic health record at birth
and its content, such as name; SSN/ID number, records of medical examinations etc. Lastly, Articles
16 and 17 regulate the maintenance of electronic health records. Articles 23 — 27 in Section V of the
Regulation regulate access rights. More generally, Articles 18- 21 cover the conditions and
procedures for keeping registers, information databases and systems in the National Health
Information System and rules for maintaining the system. Articles 22-27 cover the conditions and
procedures for making information available in the electronic health recording of citizens; Articles
28-30 regulate the exchange of information. For example, Article 28(1) stipulates that he National
Health Information System must be set up in a way that allows the exchange of information for the
management of the healthcare system, medical science, funding and statistics. Lastly, Articles 31
and 32 regulate the protection of personal data and Articles 33 to 40 regulate cybersecurity. Articles
1-13 regulate the remit and the structure of the National Health Information System as per the
point below. [...]
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The amendments also include the organisation of the work processes of the National Health
Information System (NHIS), as follows:

The organisation of the work processes of the National Health Information System (hereafter
referred to as “NHIS”) is covered in the Regulation. According to Article 1, the Regulation governs
the type of information and the conditions and procedure under which this can be shared by the
medical and healthcare facilities under the Ministry of Health for the purpose of the creation and
maintenance of the citizens’ electronic health records in the National Health Information System
(NHIS), where the latter is managed by the Ministry of Health. The Regulation also covers the
conditions and procedures for managing the registers, information databases and systems included
in the NHIS; the conditions and procedures for making the information available in the electronic
health record; information security and personal data protection in the NHIS as well as how the
information is exchanged across registers, information databases and systems. The Regulation also
governs the structure of the NHIS and the content of the citizens’ electronic health record. These
topics constituting the work processes of the NHIS are covered in the Regulation under different
sections. Section Il covers the structure of the NHIS, section Ill the electronic health record (as
discussed above), section iv focuses on the conditions and procedures for keeping registers,
information databases, section v the procedures to grant citizens access to the information in the
electronic health record. Lastly, sections vi, vii and viii cover, respectively, issues related to
exchange of information, protection of personal data and cybersecurity.

Further, in line with the description of the measure, the entry into force of the amendments to the
e-Health regulatory framework fosters the development of e-Health by creating the legal basis for a
broader scope of e-Health, covering, for instance, online prescriptions and telemedicine.

In line with the description of the measure, the reform includes the adoption of the National
Strategy for e-Health and Digitalisation of the Health System 2021-2030 and of the action plan for
its implementation. These shall provide, respectively, recommendations on the digitalisation and
integration of health services to increase the efficiency and coverage of eHealth and measures to
implement the recommendations as follows:

The National Strategy for e-Health and Digitalisation of the Health System 2021-2030 (hereafter
referred to as “National Strategy”) was adopted through Protocol Decision No. 181 of the Ministry
of Health on 18 March 2024.

The National Strategy is structured around seven strategic objectives, each further detailed through
a set of sub-objectives specifying recommendations on how to achieve it. An Action Plan outlining
the measures to implement the recommendations of the sub-objectives of the National Strategy up
to 2030 was also adopted by the Ministry of Health on 17.01.2024 through Protocol Decision No. 4
and approved by the Ministry of e-Governance on 11.07.2024. It includes a timeline for
implementation, main stakeholders, sources of funding and expected outcomes by measure.
Through a mapping, between the two documents, it was verified that the National Strategy and the
Action Plan contain, respectively, recommendations and measures to implement them covering
each relevant dimension of the milestone, namely digitalisation of health services and integration of
health services.

Concerning the digitalisation of health services, several sub-objectives of the National Strategy
contain recommendations as follows: the recommendation to create regulatory preconditions for
effective and secure access to and exchange of health data and other information (sub-objective 2.2
on page 53) and the recommendation to develop national systems to support clinical decision-
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making for personalised diagnostics and treatments (sub-objective 7.3 on page 57). To implement
the recommendation to create regulatory preconditions for effective and secure access and
exchange data (sub-objective 2.2) the Action Plan envisages the development, implementation and
certification of an ISO 27001 information security management system at the Ministry of Health and
in the National Health Insurance Fund by 2025 (page 6); to implement the recommendation to
develop national systems to support clinical decision-making (sub-objective 7.3) the Action Plan
envisages to develop and implement a national digital platform for medical diagnostics by 2026
(pagel4). Other relevant recommendations on the digitalisation of health services to increase the
efficiency and coverage of eHealth in the National Strategy include: establishing appropriate and
effective arrangements to ensure the use of ICT for the provision of health and administrative
services, ensuring quality and timely provision of healthcare to citizens through ICT (sub-objective
2.1 on page 53); developing procedures and measures to ensure that patients’ rights are respected
in an electronic health system (sub-objective 2.4 on page 54); developing requirements, procedures
and measures to ensure the cybersecurity of the National Health Information System and other
eHealth systems, as well as data protection compliance systems, including anonymised and
pseudonymised health data (sub-objective 4.1 on page 55); setting up a platform to monitor the
operation and effectiveness of the eHealth system, network traffic, system files and incident
management (sub-objective 4.2 on page 56); creating analytical capabilities and additional services
in the field of eHealth (sub-objective 5.2 on page 56); developing eHealth education and vocational
training (sub-objective 6.1 on page 57); developing and implement a telemedicine model (sub-
objective 7.1 on page 57); use of big data in the health sector (sub-objective 7.2); introducing new
types of data from emerging health technologies to enable the development of personalised
medicine (sub-objective 7.4 on page 58).

Concerning the integration of health services, several sub-objectives of the National Strategy
contain recommendations as follows: the recommendation to set up an eHealth interoperability
system as a single point of access to all health information and health registers (sub-objective 3.1 on
page 53), the recommendation to develop e-services and to achieve full integration with healthcare
providers’ systems (sub-objective 5.1 on page 55) and the recommendation to introduce advanced
eHealth modules on health resources and statistical surveillance (Sub-objective 5.3 on page 55). To
implement the recommendation on setting up a eHealth interoperability system as a single point of
access (sub-objective 3.1), the Action Plan envisages the optimisation of electronic registers and
information systems by applying agreed common security and functionality standards by 2026
(page 8); to implement the recommendation on the development of e-services and full integration
with healthcare providers’ systems healthcare providers’ systems (sub-objective 5.1) the Action
Plan envisages to build on the Information system for recording and tracking calls received (IPRP),
currently used for triage, to automate data exchanges and achieve interoperability between the
IPRP the emergency calls service 112 and the NHIS by 2026 (page 10); to introduce advanced
eHealth modules on health resources (sub-objective 5.3) the Action Plan envisages the upgrade of
the system for the purchase of medicinal products for the needs of health institutions by 2026 (page
12). Other relevant recommendations on the integration of health services to increase the efficiency
and coverage of eHealth in the National Strategy include: defining the model of the national
eHealth architecture by re-using the single access point to health sector information assets and
resources (sub-objective 3.2 on page 54); developing requirements, procedures and measures to
ensure interoperability for data exchange in the health sector (sub-objective 3.3 on page 55);
ensuring cross-border interoperability of eHealth services and data exchange in the EU (sub-
objective 3.5 on page 55).

Commission Preliminary Assessment: Satisfactorily fulfilled

Number: 328 Related Measure: C12.R6: Plan for modern health education in schools
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Name of the Milestone: National Plan for Health Education in the Bulgarian Schools 2021-2027

Qualitative Indicator: Adoption by the Council of Ministers Time: Q4 2022

Context:

The measure aims to contribute to the reduction of preventable health diseases by providing
healthcare education in schools.

Milestone 328 requires the adoption by the Council of Ministers of the Plan for Health Education in
the Bulgarian Schools 2021-2027 that shall specify measures to foster health education in schools.

Milestone 328 is the only milestone of this reform.

Evidence provided:

In line with the verification mechanism set out in the Operational Arrangements, the following
evidence was provided:

i. Summary document duly justifying how the milestone (including all the constitutive
elements) was satisfactorily fulfilled;

ii. Copy of the adopted National Plan for Health Education in the Bulgarian Schools 2021-2027
(hereinafter referred to as: ‘National Plan’) adopted by the Council of Ministers with
Decision No. 673 from 29 September 2023 (published on the same date) and a link to the
website where it may be accessed;

iii. Copy of the Decision by the Council of Ministers No. 673 from 29 September 2023 adopting
the National Plan for Health Education in the Bulgarian Schools 2021-2027 and a link to the
website where the decision can be accessed.

Analysis:

The justification and substantiating evidence provided by the Bulgarian authorities covers all
constitutive elements of the milestone.

The National Plan for Health Education in the Bulgarian Schools 2021-2027 was adopted by the
Council of Ministers.

The National Plan for Health Education in the Bulgarian Schools 2021-2027 (hereinafter referred to
as the “National Plan”) was adopted on 29 September 2023 through Council of Ministers Decision
No. 673.

The National Plan for Health Education in the Bulgarian Schools 2021-2027 shall specify measures
to foster health education in schools covering topics such as reproductive health, nutrition and
harmful consumption of alcohol and other psychoactive substances.

The National Plan contains a dedicated part outlining overarching measures and steps to be taken
to improve health education in schools. These measures are set out in Section 7. “Working steps
and stages for the implementation of the plan” on page 20. They are divided in three successive
stages.

The first stage envisages the creation of an inter-institutional mechanism for the planning and
implementation of promotion, prevention and preventive care activities and for the development of
a conceptual framework for promotion, prevention and preventive care activities. The second stage
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envisages an overview of the current content and means of delivery of health education in schools
and the development of prevention programmes and interactive resources. Lastly, the third stage
envisages the development of actual learning modules and educational resources on various health
topics, involving community and youth organisations to promote health awareness, including by
means of a peer-to-peer approach (page 20 of the National Plan).

Other measures of a more targeted nature and organised by thematic area are presented in Section
8. of the National Plan (“Roadmap”) on page 21. The measures included in Section 8. address the
elements of the milestone as follows:

- Measures covering reproductive health

The National Plan examines the current needs for fostering health education covering reproductive
health. This is presented in Section 6. “Analysis of the health condition of adolescents”, subsection
“Sexual and reproductive health” on page 18. Amongst others, the subsection identifies issues such
as a relatively high rate of abortions at a young age, a relatively high number of maternities
amongst teenagers as well as a relatively high prevalence of venereal diseases.

Based on the identified needs, the National Plan envisages, over the period 2024-2026, the
development of specific programs and the organisation by the Ministry of Health of dedicated talks
with students to raise awareness focusing on sexual health education, pregnancy, childbirth and
raising children. These are included in Section 8. “Roadmap” on page 21.

- Measures covering nutrition

The National Plan examines the current needs for fostering health education in the area of
nutrition. This is presented in Section 6. “Analysis of the health condition of adolescents”,
subsections “Intake of Energy and Nutrients” on page 15 and “Nutritional status” on page 17.
Amongst others, the subsections identify issues in the nutrition of children aged 10-13 and 14-18
years such as a lower-than-recommended caloric and carbohydrates, high fat and sodium
consumption and a risk of deficiency of vitamin A, folate, calcium and iron.

Based on the identified needs, the National Plan envisages, over the period 2024-2026, the
development of educational resources aimed at implementing healthy eating patterns to fight
obesity. The National Plan also envisages the development of specific programmes and actions to
further promote physical activity with the goal to raise awareness amongst students concerning
opportunities for sport and physical activity beyond physical education and sport school classes.
These are included in Section 8. “Roadmap” on page 21. These measures are expected to result in
achieving a lower proportion of overweight and obese children and in an increased number of
sports events offered to pupils.

- Measures covering harmful consumption of alcohol and other psychoactive substances

The National Plan examines the current needs for fostering health education covering the harmful
consumption of alcohol and other psychoactive substances. This is presented in Section 6. “Analysis
of the health condition of adolescents”, subsection “Statistical information on abuse of nicotine
products, alcohol and other psychoactive substances” on page 10. Amongst others, the subsection
highlights the fact that the use of new psychoactive substances in Bulgaria is mainly related to the
use of synthetic cannabinoids, which are the most common entry points to these substances for
adolescents.
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Based on the identified needs, the National Plan envisages, over the period 2024-2026, the
development of educational resources on the risks of smoking, alcohol consumption and drug use,
to be put in place in at least 2000 schools. These are included in Section 8. “Roadmap” at pages 21-
22. The development of these resources and their availability in schools are expected to contribute
to lowering the proportion of adolescents who abuse nicotine products, alcohol and psychoactive
substances.

Furthermore, in line with the description of the measure, the objective of the reform is to
contribute to reducing preventable health diseases via the provision of healthcare education in
schools.

The National Plan identifies the main risk factors for preventable health diseases and recognises
that enhancing health education at a very young age can have a positive impact on the reduction of
preventable health diseases (Section 6. “Analysis of the health status of adolescents”, on pages 10-
19). The abovementioned measures envisaged in the National Plan, which focus on strengthening
health education in schools, represent a first step in the direction of achieving a well-functioning
health-education system that can contribute to reducing preventable health diseases over time.

Commission Preliminary Assessment: Satisfactorily fulfilled
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