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Bulgaria
Stefan Gugushev and Kostadinka Deleva
Gugushev & Partners Law Office

MARKET FRAMEWORK

Government electricity participants

1 Who are the principal government participants in the 
electricity sector? What roles do they perform in relation to 
renewable energy?

The key state authorities and their responsibilities are outlined below.
• The Ministry of Energy (MoE) set up the national electricity policy 

and regulates the implementation of the energy legislation. 
The MoE developed the State Strategy for Sustainable Energy 
Development, which is the fundamental document of the national 
energy policy prioritising the security of energy supply, attaining 
the targets for renewable energy sources (RES), increasing energy 
efficiency, developing a competitive energy market and protecting 
the interests of the consumers. The Ministry is also updating the 
National Renewable Action Plan.

• The Energy and Water Regulatory Commission (EWRC) is an inde-
pendent specialised regulatory agency that regulates all activities 
and all participants in the energy sector. The EWRC regulates the 
prices in the sector and sets the premiums for the RES, monitors 
the level and effectiveness of market liberalisation and competi-
tion, promotes market integration, etc.

• The Agency for Sustainable Energy Development (SEDA) is a 
specialised agency that implements the state policy to increase 
energy efficiency, and to promote the production and consump-
tion of RES. It participates in the development of major national 
programmes and annual reports in the energy sector, and monitors 
the market. SEDA also manages the issue, transfer and cancella-
tion of guarantees of origin.

• The Fund for Security of the Electricity System (FSES) is a special-
ised agency that aims to collect funds to guarantee the stabilisation 
of the financial status of the energy sector. The FSES collects instal-
ments from the incomes of the electricity producers, imported and 
sold electricity, incomes from access and transmission, among 
others. As of 2019, the FSES pays premiums to the producers of 
RES as compensation for the differences between the market price 
and the preferential prices.    

 
State-owned energy companies in the energy sector and their respon-
sibilities are as follows.
• Bulgaria’s energy market is dominated by Bulgarian Energy 

Holding JSC (owned by the state through the MoE). It manages the 
most important companies in the energy sector: Kozloduy Nuclear 
Power Plant; the National Electricity Company (NEC); the Electricity 
System Operator (ESO); thermal power plants Maritsa Iztok 2, Mini 
Maritsa Iztok, Bulgargaz JSC and Bulgartransgaz JSC; and many 
other hydropower plants.

• The ESO is the national licensed transmission operator that carries 
out the unified operational planning, coordination and management 
of the electricity system, the joint operation of the national grid with 
the grids of other countries, maintenance of auxiliary networks and 
repairs, among others. The ESO also transmits electricity to third 
countries’ national networks. The ESO manages the transmission 
electricity grid in Bulgaria. In addition, the ESO determines the 
prices for imbalances of the prognosis and the produced electricity 
quantities for every settlement.   

• The NEC is the only licensed public provider of the production and 
supply of electricity to transmission grid consumers and the end 
suppliers (which supply electricity to the end consumers). The NEC 
is also a party to the concluded long-term bilateral contracts for 
the purchase of electricity with producers of RES with a capacity 
up to 1MW.

Private electricity participants

2 Who are the principal private participants in the electricity 
sector? What roles do they serve in relation to renewable 
energy?

The Bulgarian energy market includes a regulated market (prices are 
regulated by the EWRC), a free market (organised by the Bulgarian 
Independent Energy Exchange JSC (IBEX)) and a balancing market 
(imbalance costs). Private participants on the market include the 
following.
• Licensed distribution companies are electricity suppliers to end 

consumers. They manage the national distribution grid allocated 
on territorial criteria, as follows:
• Elektrorazpredelenie Sever JSC is an electricity distribution 

company, part of the ENERGO-PRO Group (Czech Republic). 
It is a licensed operator of the distribution grid in north-east 
Bulgaria, responsible for the electricity supply in the area.

• CEZ Distribution Bulgaria JSC is a majority shareholder of 
CEZ, a.s. (Czech Republic) and various minority legal and 
individual shareholders. It is a licensed operator of the distri-
bution grid in western Bulgaria.

• Elektrorazpredelenie Yug JSC is the licensed operator of the 
electricity distribution grid and electricity supplier in south-
eastern Bulgaria.

• IBEX is an electricity trading platform that enables participants 
to enter into transactions at market prices through a variety of 
products. IBEX offers exchange segments Intraday, Day Ahead 
and Centralised Market under bilateral agreements. As of 2018, 
producers with RES plants over 4MW are obliged to sell electricity 
only through IBEX platforms. Subsequently, producers of high-effi-
ciency cogeneration were obliged to sell electricity on IBEX. After 
the amendments in May 2019, all RES producers with plants equal 
or up to 1MW must trade their electricity on IBEX. As of October 
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2020, business consumers are obliged to purchase electricity 
only on IBEX.

 
In Bulgaria, there is also a balancing market operating for the 
purposes of mitigating the imbalance costs of market participants 
that occurred from the deviation between the prognosis and reported 
electricity production and consumption. The prices of the imbalance 
costs are determined by the ESO for each settlement. Participants in 
the balancing market are coordinators of balancing groups (standard, 
special and combined), and participants, producers and consumers of 
electricity. Coordinators are private companies licensed by the EWRC 
for performing activities as coordinators.

Definition of ‘renewable energy’

3 Is there any legal definition of what constitutes ‘renewable 
energy’ or ‘clean power’ (or their equivalents) in your 
jurisdiction?

The Bulgarian Renewable Energy Act (RESA) defines renewable energy 
as energy from renewable non-fossil sources: wind, solar, aerothermal, 
geothermal, hydrothermal, ocean energy, hydropower, biomass, renew-
able gas, landfill gas and sewage treatment plant gas. This definition is 
based on the listed sources from which the energy is produced. No legal 
definition of ‘clean power’ is provided in Bulgarian law.   

Framework

4 What is the legal and regulatory framework applicable to 
developing, financing, operating and selling power and 
‘environmental attributes’ from renewable energy projects?

The Bulgarian Energy Act (EA) and the RESA are the main legal instru-
ments that regulate the development, financing and operation of power 
plants and the sale of electricity as well as the issue of certificates 
of origin. The construction and the development of power plants are 
further regulated by the Ownership Act, the Spatial Development Act, 
and the Environmental Protection Act, among others. The operation, 
licensing and commissioning or sale of electricity is further regulated 
by various ordinances and rules that cover the licensing of activi-
ties, access and connection to the grid, trading, participation on IBEX, 
among others. The regulatory framework on certificates of origin and 
guarantees of origin (GOs) is provided in the RESA. The conditions and 
procedure for the issue, transfer and cancellation of GOs, as well as 
recognition of GOs, are further determined in Ordinance No. RD-16-
1117/14.10.2011 of the Minister of Economy and Energy. SEDA is the 
appointed competent body to issue, transfer and cancel GOs. SEDA also 
recognises guarantees of origin issued by the competent authorities of 
the other EU member states.

Stripping attributes

5 Can environmental attributes be stripped and sold 
separately?

Under the Bulgarian RESA, a GO is an electronic document that serves 
as proof that a certain share or quantity of delivered energy is produced 
from RES. SEDA organises a system for the issue, transfer and cancel-
lation of GOs. A GO is issued to the producer for the produced standard 
amount of 1MW electricity, valid for a period of 12 months. The GO is 
cancelled once it has been used or upon its expiration date. The GO 
is used when electricity is transferred to an end customer or when it 
proves the share of RES in the total energy composition of the supplier. 
In practice, GOs are used as proof of eligibility for receiving a feed-
in-tariff or a premium-in tariff paid by the FSES. The law provides a 
specific procedure for the issue of guarantees for combined heat and 

power energy, which is similar to the above with the exception that the 
competent body to issue the guarantees is the EWRC and the producers 
transfer the guarantees to the NEC, which mandatorily purchases the 
combined heat and power energy up to 1MW.

Under Bulgarian law, a GO can be transferred regardless of the 
electricity for which it is issued, but only once to the end consumer (it can 
be sold as bundled with the electricity or unbundled (sold separately)).

Government incentives

6 Does the government offer incentives to promote the 
development of renewable energy projects? In addition, 
has the government established policies that also promote 
renewable energy?

There is a system of incentives and measures (administrative, financial 
and regulatory) that is used to stimulate RES in Bulgaria. Part of the 
regulatory incentive is the support in the form of ‘paying a premium’ 
provided by the FSES. An amendment was made to the EA in 2018 in 
article 36b, paragraph 2, according to which the FSES is the authority 
to pay a premium to producers from high-efficiency combined genera-
tion with a capacity of 1MW and above 1MW under article 162a of the 
EA and to producers having power plants with a total installed capacity 
of 1MW and over 1MW under the RESA. The premium is determined by 
a decision of the EWRC, including for past regulatory periods. Another 
incentive is the obligatory purchase of the electricity produced by power 
plants with an installed capacity of 1MW. The financial incentive includes 
payment of the feed-in tariff, compensation in the form of premium and 
various operational programmes for financing measures for the use of 
RES. As of 2018, the feed-in tariff is provided only for new RES produced 
by power plants with a total installed capacity of up to and including 
30kW, which is planned to be built on roof and facade structures of 
buildings connected to the electricity distribution network and on real 
estate to them in urban areas, and under already concluded contracts 
for the purchase of RES produced by power plants with a total installed 
capacity of less than 4MW. With the changes in the EA from February 
2021, all producers of RES plants with a total installed capacity of 500 kW 
and over 500 kW sell the electricity produced by them on the electricity 
exchange market, receiving a premium for the quantities of electricity 
sold up to the net specific production established by the EWRC. The 
net specific production is the average annual electricity production from 
1kW of installed capacity after deducting the own electricity consump-
tion. However, this refers only to producers who have previously signed 
a long-term bilateral purchase contract under the preferential price. The 
premium is granted until the expiration of the term of the contracts. For 
the quantities of electricity produced by them up to their specified net 
production amount, a premium is paid by the FSES on the basis of a 
contract for compensation. Once the net specific production is reached, 
no premium is paid to the producers by the FSES; they shall receive 
as income only the purchase price from the RES sold on the electricity 
exchange market. By means of the new changes in the EA from February 
2021, a new incentive is provided for RES projects entered into produc-
tion after 1 January 2021. These new RES projects shall be released 
from the obligation to contribute 5% on their future income to FSES.

7 Are renewable energy policies and incentives generally 
established at the national level, or are they established by 
states or other political subdivisions?

RES policies and incentives in Bulgaria are generally established at 
the national level under the RESA and the National Renewable Energy 
Action Plan for 2010–2020, drafted in accordance with the model of the 
European Commission. There are no RES policies and incentives estab-
lished by states or other political subdivisions in Bulgaria.
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Purchasing mechanisms

8 What mechanisms are available to facilitate the purchase of 
renewable power by private companies?

Bulgaria is currently pursuing a targeted policy for RES develop-
ment. Over the years, various support schemes and mechanisms have 
been introduced to ensure that the production and consumption of 
RES will develop in a way that it will make a significant contribution 
to the security and diversity of energy supply, competitiveness, envi-
ronmental protection and climate, regional development and the use 
of new technologies. To promote the production and consumption of 
RES, the Bulgarian government introduced a set of regulatory, admin-
istrative and financial measures and mechanisms. The most attractive 
mechanisms are the purchase of RES under long-term contracts and 
at preferential prices, as well as mandatory grid connection. After 
achieving the mandatory national target for 2020, part of the mech-
anisms was stopped. Since 1 January 2016, the purchase of RES at 
preferential prices and long-term contracts is provided only for small 
energy sites built on roof and facade structures with installed power of 
up to 30kW and to power plants with a total installed capacity less than 
1MW. Other effective mechanisms include payment of only the direct 
cost for the grid connection, payment of a penalty when limiting the 
production owing to a fault of the grid operator, licensing and issuing 
certificates of origin. Furthermore, companies that provide liquid 
fuels from petroleum origin mixed with bio-components at a certain 
percentage can benefit from tax incentives. Financial support for 
RES is provided under the operational programmes ‘Innovations and 
Competitiveness 2014–2020’, ‘Rural Development Bulgaria 2014–2020’ 
and ‘Environment 2014–2020’.

Legislative proposals

9 Describe any notable pending or anticipated legislative 
proposals regarding renewable energy in your jurisdiction.

For the purposes of introducing a favourable framework to promote and 
facilitate the development of the production and consumption of RES, 
steps are being taken to optimise the legislative framework, to provide 
better regulation of the rights of those producers and consumers. The 
envisioned support for such projects will be provided by ensuring that 
the projects have the ability to operate in the energy grid system, as 
well as facilitating their integration on the market, including the estab-
lishment of favourable conditions to make them attractive. In the period 
2021–2030, opportunities for financing such projects will be explored 
and there will be measures undertaken to ensure access to RES for 
low-income consumers or vulnerable households through the social 
assistance system. To integrate the national electricity market into the 
common European energy market, the Bulgarian IBEX is expected to 
unify with the markets of neighbouring countries, which will affect the 
operation rules for trading on the energy market, including for RES.

Drivers of change

10 What are the biggest drivers of change in the renewable 
energy markets in your jurisdiction?

The biggest driver of change in the RES market in Bulgaria is the govern-
ment’s aim to harmonise the energy market with the EU electricity 
policy and, thus, ensure a coordinated and coherent approach across 
the EU in the fight against climate change. This includes providing 
clean energy by reducing greenhouse gas emissions, increasing energy 
efficiency and sharing RES.

In compliance with EU goals, Bulgaria will strive to achieve at 
least a 27.09 per cent share of energy from RES in gross final energy 
consumption by 2030. This national target should be achieved by 

increasing the consumption of RES in all three sectors: electricity; heat 
and energy for refrigeration; and transportation.

Disputes framework

11 Describe the legal framework applicable to disputes between 
renewable power market participants, related to pricing or 
otherwise.

The EWRC as the main regulatory agency that monitors all activities in 
the energy sector and is the competent body to resolve any disputes 
between participants on the RES market. The EWRC is an independent, 
specialised state body that carries out its activities on the basis of inde-
pendence, impartiality, professionalism, integrity, consistency, publicity 
and transparency. The EWRC reports on its activities to the National 
Assembly. It is a permanent body that considers and resolves issues 
related to the regulation of business plans and prices in the energy 
sector and complaints from market participants related to their access 
to the grid, supply of electricity and other issues. The decisions of the 
EWRC can be appealed before the Administrative Court within 14 days 
of their announcement. The appeal does not suspend the execution of 
the decision. The request for suspension of the execution of a contested 
decision is inadmissible, except with regard to decisions imposing 
sanctions, decisions on termination and revocation of licences, and deci-
sions on the revocation of certificates of independence of transmission 
system operators. The final court to resolve disputes is the Supreme 
Administrative Court. The dispute between parties to the contractual 
arrangements governing the relationships between RES market partic-
ipants are governed in accordance with the contractual terms agreed 
in the relevant contracts and are usually referred for resolution by the 
competent court in accordance with the general civil legislation.

UTILITY-SCALE RENEWABLE PROJECTS

Project types and sizes

12 Describe the primary types and sizes of existing and planned 
utility-scale renewable energy projects in your jurisdiction.

In Bulgaria, utility-scale power plants are dominating the project land-
scape and they are mostly owned by foreign corporations. The main 
types of power plant used are wind, solar, hydropower and biomass. 
AES Geo Energy operates the Saint Nikola wind power plant with a 
capacity of 156MW, which is the biggest wind park in Bulgaria, followed 
by Alpiq wind park with a capacity of 72.5MW and many others. The 
total capacity of the wind parks in Bulgaria is 670MW. The biggest 
solar park in Bulgaria is the Karadzhalovo power plant with a capacity 
of 50MW. The capacity of all solar plants in Bulgaria is 1,033MW. The 
total installed capacity of biomass is 195MW and for hydropower it 
is 3,400MW.

Development issues

13 What types of issues restrain the development of utility-scale 
renewable energy projects?

Тhe development of utility-scale renewable energy (RES) energy 
projects is facing difficulties mainly with regard to grid connection and 
the need for improvement of the electricity grid system and infrastruc-
ture. As of 2016, there are no applicable incentives and mechanisms for 
power purchase based on long-term agreements that would support 
RES projects, as well as no feed-in tariff. The other issue relates to 
the risk of unfavourable legislative amendments. In the past year, 
there have been certain changes adopted with retroactive effect, which 
makes investors feel that the RES sector in Bulgaria is unstable and 
risky.    
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HYDROPOWER

Primary types of project

14 Describe the primary types of hydropower projects that are 
prevalent.

The prevalent hydroelectric power plants in Bulgaria are those that 
use the energy of dam water mass to produce electricity. Hydropower 
plants range from micro hydropower plants to huge dams that provide 
electricity to millions of people in Bulgaria. In 2019, nearly 8 per cent 
of Bulgaria's electricity was produced by hydropower plants, which is a 
downturn in production of 38 per cent compared to 2018.

The Pancharevo hydropower plant is the first hydroelectric power 
plant in Bulgaria and in the Balkans, built in 1900. There are several 
pumped-storage power plants that are still in operation, and 242 hydro-
power plants in operation.

There are no unconventional hydropower plants using waves or 
tides in Bulgaria.

15 What legal considerations are relevant for hydroelectric 
generation in your jurisdiction?

As part of renewable energy (RES) production, all provisions applicable 
to RES are also applicable to hydroelectric power plants. The general 
framework for RES construction, project approvals, licensing, grid 
connection and commissioning is applicable to hydroelectric power 
plants. However, the facilitated grid connection procedure is applied to 
hydroelectric power plants so that these projects do not have to wait for 
the approval of the Energy and Water Regulatory Commission on the 
available grid capacity to be connected, and the grid connection applica-
tions for hydroelectric power plants are reviewed without observing the 
order of their submission (article 24, item 4 of the Bulgarian Renewable 
Energy Act). Furthermore, a facilitated procedure is provided for hydro-
electric power plants when issuing a construction permit. According to 
the Spatial Development Act, it is not necessary to have the approval of 
the investment projects for the issue of construction permits of hydro-
electric power plants with a capacity of 1MW. In such cases, construction 
permits are issued by the Minister of Regional Development and Public 
Works based on the request and the ownership right or established real 
estate rights (construction right, usage right, etc).  

DISTRIBUTED GENERATION

Prevalence

16 Describe the prevalence of on-site, distributed generation 
projects.

On-site distributed generation projects are not that common in Bulgaria 
but they have become more popular in the past two years. Owing to 
cheaper technology, lower costs and partial or entire independence from 
the state, it is expected that this popularity will grow significantly in the 
next few years and use of this type of project will change the country's 
energy system. Still, only certain businesses, big factories, workshops 
and warehouses are starting to invest and operate such projects, and it is 
not a popular solution for residential use by end consumers. Those that 
operate and maintain such distributed generation projects are ultimately 
the end users of the electricity (the consumers) but if they have the 
capacity of both producer and trader, they can trade with the electricity 
as well, if they are connected to the transmission or distribution system.

Types

17 Describe the primary types of distributed generation projects 
that are common in your jurisdiction.

The primary technology used is a photovoltaic panel on small roof and 
facade structures as this is the only type of project still benefiting from 
the preferential price system as the use of wind turbines for own needs 
is almost impossible because of the mandatory environmental impact 
assessment and the requirement for much larger terrain and distance 
from buildings. However, owing to the cheaper panels and other tech-
nical components combined with the continuing increase of the efficiency 
of the technology, interest in larger photovoltaic projects is increasing, 
mainly in the industrial sector. The incentive for developing such projects 
was the legislative change in 2019 that abolished the payment of all 
grid charges for electricity for own needs, produced by new renewable 
energy sources (RES) power plants and delivered by direct cable to the 
consumer. As of the end of 2019, it is possible that photovoltaics will 
not be used as widely as there will be no direct cable available. If this is 
the case, a contract for direct purchase can be concluded, in which case 
no extra tax is due, but there are grid fees. However, such projects are 
beneficial for larger companies that do not have sufficient suitable roofs 
or terrain on their territory. The construction of this type of power plant 
makes companies partly autonomous and, therefore, less dependent on 
centralised state producers and the Electricity System Operator (ESO).

Regulation

18 Have any legislative or regulatory efforts been undertaken to 
promote the development of microgrids? What are the most 
significant legal obstacles to the development of microgrids?

Only the Bulgarian Energy Act and the Bulgarian Renewable Energy Act 
regulate the development of microgrid projects for own needs. The proce-
dure is straightforward, which means the project can be approved in two 
months if all the necessary documents are prepared. If the existing grid 
system is used, the procedure requires the following: applications to the 
distribution company for grid connection; a conciliation procedure with 
the ESO; details of the investment project; signing a contract with the 
distribution company; coordination of the project for the construction of 
the solar installation (construction projects with a capacity of below 1kV 
do not require a construction permit). The advantage of these projects is 
that they do not require acceptance commissions as they are in the sixth 
construction category and begin operating much earlier. However, if the 
surplus electricity is intended to be sold, additional permits and contracts 
are required, which make the procedure lengthier and more complex.

Other considerations

19 What additional legal considerations are relevant for 
distributed generation?

There are legislative amendments that are expected to promote and 
facilitate the development of the production and consumption of RES 
by households. The changes should provide better regulation of such 
projects and, among other things, optimise their ability to operate in 
the energy grid system, as well as facilitate their integration on the 
market and the administrative procedures that comply with their 
specifics. It is also expected that the financing of such projects will be 
improved and measures will be introduced to ensure access to RES for 
low-income consumers or vulnerable households through the social 
assistance system.
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ENERGY STORAGE

Framework

20 What storage technologies are used and what legal framework 
is generally applicable to them?

In Bulgaria, energy storage projects are still underdeveloped and are not 
widespread. At present, pumped-storage hydropower plants (HPPPs) 
are the most widespread method for storing renewable energy. The 
technology includes the pumping of water from the lower reservoir 
(lower equaliser) to the upper equaliser, where it is stored. When elec-
tricity consumption is high, the stored water is used through turbines 
to generate electricity. Although the losses from the pumping process 
generally turn the power plant into a net consumer of electricity, the 
system increases its revenue by selling more electricity during periods 
of peak consumption, when electricity prices are highest. HPPPs plays a 
significant role in integrating the intermittent generation of wind turbines 
into the electricity system. In Bulgaria, there are three pumping and accu-
mulating hydroelectric power plants – Orpheus, Belmeken and Chaira 
– with a total generating capacity of 1.4GW. The regulatory framework 
for energy storage installations and equipment is currently not regulated 
under the Bulgarian legislation, but this market is yet to develop.

Development

21 Are there any significant hurdles to the development of energy 
storage projects?

The absence of a regulatory framework is an obstacle to the widespread 
use of such projects. The need for support for the integration of a renew-
able energy source (RES) into the transmission and distribution network, 
the increasing use of smart grids and the use of energy storage systems 
are some of the important measures that Bulgaria must take in the period 
2021–2030 according to the integrated national energy and climate plan 
for 2021–2030 drafted according to Regulation (EU) 2018/1999 of the 
European Parliament and of the Council dated 11 December 2018 on 
the governance of the energy union and climate action. According to the 
determined targets, Bulgaria plans to: develop several electricity storage 
projects to ensure the system is balanced and flexible; strengthen the 
position of Bulgaria as an exporter; and ensure cross-border flexibility. 
These projects will also facilitate the further development of RES and 
their integration into the national energy system, given the variability 
of such sources of energy. In this regard, the following projects are 
envisaged:
• the operational potential of the Chaira HPPP will be expanded 

through the construction of the Yadenitsa Dam, which will enable 
the structure to generate optimum capacities. The investment is 
expected to amount to approximately €220 million;

• approximately €200 million will be invested in frequency regulation 
batteries with a total capacity of about 180MW; and

• approximately €200 million will be invested to promote the combi-
nation of new renewables with local electricity storage facilities 
depending on the appropriate technological solution for the respec-
tive projects (with a total of about 200MW).

FOREIGN INVESTMENT

Ownership restrictions

22 May foreign investors invest in renewable energy projects? 
Are there restrictions on foreign ownership relevant to 
renewable energy projects?

Bulgarian law does not forbid or restrict foreign investors or compa-
nies with foreign ownership from investing in renewable energy source 

(RES) projects. The strategic location and low tax rates in Bulgaria 
make it highly suitable for foreign investments in RES. Bulgaria is still 
seen by many investors as being an attractive investment destination 
that provides government incentives for new investment. Bulgaria 
offers some of the least expensive labour in the European Union and 
low, flat corporate and income tax rates. There are no legal limits on 
foreign ownership or control of firms. Foreign entities are given the same 
treatment as national firms and their investments are not screened or 
restricted.  

Equipment restrictions

23 What restrictions are in place with respect to the import of 
foreign manufactured equipment?

There are no specific legal restrictions or controls that are in place with 
respect to the import of foreign-manufactured equipment. As an EU 
member state, Bulgaria is also part of the EU Customs Union. This allows 
Bulgarian companies to trade with other companies of the EU without 
restrictions and without the need for administrative procedures for 
import or export and payment of duties. When importing (ie, importing 
goods within the customs territory of the EU, under the regime for free 
use of goods), import customs duties are payable in accordance with the 
EU Common Customs Tariff. In some cases, VAT and excise duty may be 
due. The general legislative rules concerning materials that are harmful, 
dangerous and high-risk to human health and safety and to the environ-
ment might also apply.

PROJECTS

General government authorisation

24 What government authorisations must investors or 
owners obtain prior to constructing or directly or indirectly 
transferring or acquiring a renewable energy project?

Prior to the construction of a renewable energy source (RES) project, 
the investor must obtain certain government authorisations that include:
• approval of the change of the designation of the land to be used for 

the project construction or for electricity purposes;
• approval of detailed development plans for the project and for the 

grid connection equipment;
• establishment of easement rights for the laying of the technical 

infrastructure;
• carrying out an environmental impact assessment of the invest-

ment intention for construction of power plants and an ecological 
assessment of the detailed development plans;

• approval of investment projects;
• obtaining confirmation from the grid operator on the terms and 

conditions of the project for grid connection; and
• acquisition of a construction permit.
 
If the projects have a capacity of more than 5MW, a licence for production 
of electricity may need to be issued by the Energy and Water Regulatory 
Commission (EWRC) before the construction phase. No government 
authorisations for transferring or acquiring a RES project are required.

Offtake arrangements

25 What type of offtake arrangements are available and typically 
used for utility-scale renewables projects?

Not applicable.
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Procurement of offtaker agreements

26 How are long-term power purchase agreements procured 
by the offtakers in your jurisdiction? Are they the subject 
of feed-in tariffs, the subject of multi-project competitive 
tenders, or are they typically developed through the 
submission of unsolicited tenders?

Not applicable.

Operational authorisation

27 What government authorisations are required to operate a 
renewable energy project and sell electricity from renewable 
energy projects?

To operate a RES project and sell electricity in Bulgaria, the investor 
must hold a usage permit issued by the National Construction Control 
Department and, if the project has an installed capacity of more than 
5MW, a licence for producing electricity issued by the EWRC. Projects 
with a capacity of less 5MW are not subject to licensing. If the project 
is above 1MW, the investor must also have direct or indirect registra-
tion (via a licensed trader) on IBEX to sell the electricity. Projects with 
a capacity of less 1MW must have a sale-purchase contract with the 
National Electricity Company in the capacity of a public supplier. The 
producers must hold the respective guarantees of origin for the amount 
of electricity produced and sold.

Decommissioning

28 Are there legal requirements for the decommissioning 
of renewable energy projects? Must these requirements 
be funded by a sinking fund or through other credit 
enhancements during the operational phase of a renewable 
energy project?

A RES project that has been issued a production licence can be decom-
missioned upon approval of the EWRC. The producer must notify 
the EWRC of the need to decommission at least one year before the 
licence expires. If the power plant must be decommissioned for tech-
nical reasons (after the expiration of the licence), the EWRC must 
prolong the licence term up to the term for final decommissioning. In 
all cases, the EWRC considers if the decommissioning might lead to a 
breach of security of supply or endanger national security and public 
order. Decommissioning might occur upon expiry of the technologi-
cally determined term for safety exploitation, unused main equipment, 
loss of energy site and others. The Electricity System Operator (ESO), 
the authority responsible for the safety of the Bulgarian national grid, 
should be informed of all decommissioning activities and all subsequent 
actions for suspension of the activity of producing electricity should be 
coordinated with the ESO. Decommissioning of RES projects that do not 
hold a production licence should be completed in cooperation with the 
distribution grid operator and the ESO.

TRANSACTION STRUCTURES

Construction financing

29 What are the primary structures for financing the 
construction of renewable energy projects in your 
jurisdiction?

Similar to any other projects, the financing for the construction of a 
renewable energy source (RES) project could be ensured either by: 
the company that owns the project from its own working capital or 
equity funding, or by use of debt financing, bank credit or third-party 
loans; or a combination of both equity investment and debt financing. 

Bank credit could be provided by any commercial bank offering 
such products in their portfolio. Financing for the RES project can be 
received under several available programmes, including ‘Innovations 
and Competitiveness 2014–2020’ and ‘Environment 2014–2020’. The 
Energy Efficiency and Renewables Fund also can financially support 
RES projects by performing the functions of a financing or co-financing 
institution for low-interest rates loans, partial credit guarantees and 
portfolio guarantees. 

Operational financing

30 What are the primary structures for financing operating 
renewable energy projects in your jurisdiction?

In general, the same financing options are available for an oper-
ating project as before its construction. Usually, after construction is 
completed and the project has been commissioned, it will start oper-
ating and generate income from the electricity that is produced and 
sold. The option of refinancing the bank credit or loan from a third party 
is also available.  

UPDATE AND TRENDS

Recent developments

31 Describe any market trends with respect to development, 
financing or operation in the renewables sector or other 
pertinent matters.

The Bulgarian government has recently announced a detailed plan 
for energy market reforms that aims to clarify certain regulatory and 
policy distortions. The reforms should allow a capacity mechanism to 
be introduced to support the solving of the issues in the energy market. 
In particular, the reforms focused on three directions: (1) continuing the 
liberalisation process – termination of long-term contracts with thermal 
power plants – Maritza East 1 (ME1) and Maritza East 3 (ME3); removal 
of quotas for a regulated market and change the role of the public 
supplier; and household consumers obliged to enter the free market; (2) 
improve the balancing market, creating new segments (eg, day-ahead, 
intraday markets); the introduction of a 15-minute imbalance settlement 
period; and others; and (3) market coupling with neighboring countries 
– the coupling of Northern Macedonia and Serbia is expected after 2021 
and the coupling of Romania and Greece is planned to be completed 
this year. The plan, however, does not completely address the existing 
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distortions. The mandatory selling of electricity through IBEX limits 
the trade opportunities, imposes additional fees, centralises wholesale 
trade in Bulgaria and generally disrupts the operation of the electricity 
market in the country.

32 Describe any notable pending or anticipated legislative 
proposals.

There are no notable pending or anticipated legislative proposals at 
this time.
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