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Bulgaria
Mariya Derelieva

Georgiev, Todorov & Co.

Overview of the current energy mix, and the place in the market of different energy 
sources

The primary source of energy in Bulgaria remains electricity while the trend is towards 
increased natural gas consumption.  The Bulgarian electricity market is divided into regulated 
and free market segments.  Pursuant to the report of the Energy and Water Regulatory 
Commission (EWRC), the structure of the electricity market for 2016 shows that the ratio of 
the regulated to free market is equal, with each segment holding a 37% share, with export of 
17% and 9% technological costs of transmission and distribution.
In 2016, gross electric power generation was 45 TWh, with the commercial export of electricity 
dropping from 10 TWh in 2015 to 6 TWh in 2016 (13% of all generated electricity).  Pursuant to 
the offi cial data of the Bulgarian Electricity System Operator EAD (ESO), the share of nuclear, 
thermal power and renewable power generation stood at 35%, 48% and 17% respectively.  
Statistics regarding the share of renewable energy in gross fi nal energy consumption for 2016 
are not published yet, but it is expected that 2016 will surpass 2015, which was Bulgaria’s 
greenest year to date with 18.2% (over-fulfi lment of the EU binding target of 16%). 
The natural gas market is subject to the regulation of EWRC as currently, the basic requirements 
for competitiveness and free market conditions are not met.  The market share of the public 
provider Bulgargaz EAD for 2016 is 98%, whereby the quantities of natural gas are sold under 
regulated prices to the gas distribution companies and consumers, directly connected to the 
gas transmission network.  The other 2% are the quantities sold by traders to gas distribution 
companies and to clients at negotiated prices. 
For 2016, an increase of natural gas imports and reduction of local production were registered.  
In 2016 the realised quantity of natural gas from Bulgargaz EAD on the Bulgarian market 
was 3,028 bcm, with the structure of consumption by individual industries as follows: energy 
– 918 bcm or 30%; chemical industry – 1,107 bcm or 37%; other industries – 546 bcm or 
18%; and distribution companies – 457 bcm or 15%.

Changes in the energy situation in the last 12 months which are likely to have an 
impact on future direction or policy

During the last 12 months, due to legislative amendments introduced in 2015–2016 and 
regulatory politics, the long anticipated and required stabilisation of the energy sector in 
Bulgaria was commenced.  The Bulgarian Government and the Bulgarian energy watchdog 
– the Energy and Water Regulatory Commission (EWRC) – have taken fi rm steps on the road 
to transition from high defi cit to fi nancial recovery and market liberalisation.  However, there 
is a long way ahead. 
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One of the signifi cant steps towards liberalisation of the energy market has been the 
incorporation and licensing of the Independent Bulgarian Energy Exchange EAD (IBEE).  
With a tentative start, as of 2016 the exchange electricity volumes continue to be low, albeit 
the volatility of prices around the average has increased to some extent.  The day-ahead 
market and the centralised market for sale and purchase of electricity through bilateral 
contracts have been successfully introduced.  The implementation of the intraday market 
is expected with the support of the strategic partner Nord Pool, Europe’s leading power 
market.  The energy regulator has adopted amendments in the electricity market rules, thus 
simplifying the switching of supplier for small business and household consumers, and 
strictly monitors electricity traders for fair and transparent contract clauses.  
The fi nancial stabilisation of the electricity sector was based on legislative amendments in 
the energy legislation introduced in 2015–2016, enabling EWRC to regulate the quantities 
for mandatory feed-in tariffs purchase from renewable (RES) and cogeneration producers.  
The high historical volumes purchased by the state-owned Bulgarian National Electricity 
Company EAD (NEC) acting as public supplier, and the lack of regulatory powers over the 
volumes, accumulated signifi cant losses at NEC.  Further, the renegotiation of the long-
term power purchase contracts (PPC) between NEC and the coal power plants AES Maritsa 
East 1 and Contour Global Maritsa East 3, initiated and approved in 2015 by the energy 
regulator, led to a reduction of the electricity availability component price by 14% and 15% 
respectively.  The newly introduced power of EWRC to regulate RES and cogeneration 
mandatory purchase, and the appropriate price regulation, stabilised the fi nancial status of 
the state-owned company.  However, the status quo still needs improvement.
After the South Stream was dropped, gas interconnections with neighbouring countries 
were boosted.  The construction of the interconnection between Bulgaria and Romania 
was fi nally fi nished at the end of 2016 due to good coordination between the transmission 
system operators – Bulgartransgaz EAD and Transgaz S.A.  The interconnector has a 
total length of 25 km and maximum capacity of 1.5 bcm/y.  The interconnection between 
Bulgaria and Greece (IGB) is deemed a strategic gas transportation infrastructure in order 
to provide diversifi cation of gas supply to the Bulgarian and South East Europe gas market.  
The project company ICGB AD is incorporated under Bulgarian law by Bulgarian Energy 
Holding EAD (BEH) and IGI Poseidon SA, with each shareholder owning 50%.
The IGB pipeline will have an overall length of 182 km and transportation capacity of 
3 bcm/y with technical design enabling upgrade to 5 bcm/y.  The project is receiving 
EU fi nancial support through the European Energy Program for Recovery.  The project 
company has launched two market tests, recording increasing market interest along the 
way.  The announced construction is to be commenced and completed in 2018.  Efforts 
have been made for development of the gas interconnections Bulgaria–Serbia (IBS) and 
Bulgaria–Macedonia.  In February 2017, a memorandum of understanding was signed for 
the development of IBS in order to re-energise the project with a total length of 150 km, 
capacity of 1.8 bcm/y of natural gas in both directions, and with the opportunity to further 
increase volumes up to 4.5 bcm/y.  The discussion of the gas interconnection Bulgaria–
Macedonia is at an early stage as in June 2017, a working group is proposed to commence 
analysis on the feasibility and market interest in the interconnector.
The interconnection efforts could eventually lead to the development of a bigger gas 
infrastructure project of common interest – the Vertical Gas Corridor.  A memorandum 
of understanding on the realisation of the Vertical Gas Corridor has been signed by 
representatives of the gas companies – Bulgartransgaz EAD (Bulgaria), ICGB AD (Bulgaria), 
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DESFA S.A. (Greece), FGSZ LTD (Hungary) and SNTGN TRANSGAZ S.A. (Romania).  
The aim of the document is cooperation between the gas companies for the realisation of a 
corridor for bi-directional natural gas transport, interconnecting the networks of Bulgaria, 
Greece, Romania and Hungary. 
The interconnection projects, and Bulgaria’s strategic location, have inspired the Balkan 
Gas Hub concept.  The concept is based on the idea of bringing signifi cant gas quantities 
from various sources (natural gas from Russia through the existing pipelines and the 
Turkish Stream; natural gas, extracted in Romania and in Bulgaria; natural gas from the 
South gas corridor; and LNG from terminals in Greece and Turkey) to enter a physical 
point in the region of Varna, Bulgaria for further transportation and trade through a gas hub.  
The objective is to bring new gas to South-Eastern Europe in order to enhance security of 
supply.  The Balkan Gas Hub is now the subject of a feasibility study. 
In regard to interconnection infrastructure, it is worth mentioning that the Bulgarian 
Electricity System Operator EAD (ESO) was granted co-funding by the Connecting Europe 
Facility to build a new 400 kV overhead line between Dobrudzha and Bourgas.  This 
line is part of PCI Cluster Bulgaria–Romania Capacity Increase (known as the Black Sea 
Corridor), also including the construction of two more lines on Romanian territory, which 
are needed in order to complete the South-North priority energy corridor and to build the 
trans-European energy infrastructure.
In 2016, the energy regulator adopted amendments in the Rules for granting access to gas 
transmission and gas distribution networks and access to natural gas storage, thus enabling 
the procedure for capacity reservation in points of the gas transmission network to the 
benefi t of all network users from Bulgaria and other EU member states on equal terms 
of access.  The Bulgarian gas transmission operator, Bulgartransgaz EAD, introduced 
Regional Capacity Reservation Platform (Regional booking platform RBP, developed by the 
Hungarian gas transmission operator FGSZ) for allocation of capacity.  The implementation 
of a capacity reservation platform is deemed to positively impact the natural gas market, as 
it will facilitate and simplify the reservation of gas.

Developments in government policy/strategy/approach

The Bulgarian Government has commenced and is committed to stabilisation of the energy 
sector.  The Government, through the Minister of Energy, has engaged in the drafting of a 
long-term National Energy Strategy until 2030, with a horizon up to 2050.  The preparation 
of the strategic document is to be based on the participation of all interested parties and the 
Government is aware that the Strategy must be in compliance with the forthcoming 2030 
Climate & Energy EU framework.  In this regard, the Bulgarian Government through the 
Minister for the Environment, backed up by the coal and mining branch, has announced its 
intention to request exemption from the European Commission after the implementation 
of the new EU coal emissions legislation.  The position of the Government is that the new 
emission levels are unachievable from the economic and social perspective of Bulgaria.  
The considerations of the Bulgarian position lie in the circumstances that the thermal power 
plants located in the Maritsa East lignite coal mining complex in southern Bulgaria constitute 
30% of installed electricity generation, whereas the local lignite coal is characterised by a 
high content of sulphur.  The new binding target to cut emissions would pose a risk to the 
security of energy supplies and hit the competitiveness of Bulgaria’s small economy.
In order to support the stabilisation and market liberalisation of the energy sector, the 
Government has commissioned a report by the World Bank on reimbursable technical 



GLI - Energy 2018, Sixth Edition 23  www.globallegalinsights.com

© Published and reproduced with kind permission by Global Legal Group Ltd, London

Georgiev, Todorov & Co. Bulgaria

assistance fi nanced by the Bulgarian Energy Holding (BEH).  The fi ndings of the World 
Bank’s report have been announced by the Minister of Energy and are intended to provide 
a platform for discussion in order to identify and assess options to improve the sector’s 
fi nancial standing and move forward with the liberalisation of the power market.  The 
report confi rmed that the measures introduced by the Bulgarian Government and EWRC 
signifi cantly reduced the yearly defi cit and balanced the sector’s fi nancial position.

Developments in legislation or regulation

As elaborated above, the fi nancial stabilisation of the energy sector was based on legislation 
amendments in the energy laws introduced in 2015–2016.  The fi rst amendment introduced 
in the Renewable Energy Act envisaged the power of the energy regulator to regulate the 
net specifi c production of electricity, subject to mandatory purchase from renewable (RES) 
producers.  The quantities are regulated on the basis of the forecast made by the regulator when 
fi xing the feed-in tariffs.  The second amendment introduced in the Energy Act stipulated 
regulatory powers towards cogeneration electricity production.  Thus, the regulation was 
based on feasible and sustainable grounds.
Furthermore, the establishment of a “Security of Electrical Power System” Fund was 
envisaged.  Contributions to the Fund, amounting to 5% of income, are made on a monthly 
basis by electricity producers, electricity traders, the operator of the electric transmission 
network and the operators of the gas transmission networks.  The aim of the Fund is to cover 
the costs incurred and accumulated by NEC due to the fulfi lment of the mandatory purchase 
obligations (under PPCs, RES and cogeneration mandatory feed-in tariffs purchase).  It is 
arguable whether the establishment of the Fund and the contribution obligations are compliant 
with the Bulgarian Constitution and EU antitrust rules, as the collected monetary funds are 
used to cover the losses of state-owned public electricity supplier NEC. 
The Bulgarian energy regulator adopted amendments for improvement and fi ne-tuning of the 
regulatory framework.  More concretely, amendments were adopted in the ordinances and 
by-laws for price regulation in the regulated segment of the electricity market and of the gas 
market, and in the market rules for trade of electricity and of gas, as well as in the rules for 
access of the gas systems. 

Judicial decisions, court judgments, results of public enquiries

Without a doubt, the major judicial decision of the year 2016 was the award on the “Belene” 
nuclear power plant arbitration.  The dispute was brought by Atomstroyexport JSC against the 
state-owned Bulgarian National Electricity Company EAD (NEC) before the International 
Court of Arbitration at the International Chamber of Commerce in Geneva.  The fi nal 
judgment, as of June 2016, was awarded in favour of Atomstroyexport JSC.  An agreement 
was signed in October 2016, stipulating that no daily penalty interest shall be owed, provided 
NEC pays the principal until December 2016.  NEC complied with the agreement and paid 
€601.6 million to Atomstroyexport on December 9, 2016, using a separate loan from the 
Ministry of Energy. 
The ongoing proceedings opened by the European Commission in July 2013 to investigate 
whether the state-owned Bulgarian Energy Holding EAD (BEH), with its subsidiaries 
Bulgargaz and Bulgartransgaz, has abused its dominant market position, may have a 
signifi cant impact on the Bulgarian gas market.  The concerns of the Commission are that 
BEH and its subsidiaries may be preventing competitors from gaining access to the gas 
transmission network and the gas storage facility.  If, after the parties have exercised their 
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rights of defence, the Commission concludes that there is evidence of an infringement, it 
can issue a decision prohibiting the conduct and impose a fi ne of up to 10% of a company’s 
annual worldwide turnover.
Another ongoing proceeding before the European Commission was, interestingly enough, 
initiated upon notifi cation in 2014 by the Bulgarian energy regulator regarding the long-
term PPCs between NEC and the coal power plants AES Maritsa East 1 and Contour Global 
Maritsa East 3.  The Commission is investigating whether the contracts constitute unregulated 
state aid.  It is said that the Commission has suggested re-negotiation of the PPCs. 
The Bulgarian state is party to several arbitration disputes initiated by foreign investors with 
a stake in the Bulgarian grid and supply electricity companies.  The disputes are pending and 
the awards will surely have an impact on the electricity market.  More concretely, according 
to the report of the Ministry of Finance, which acts as representative of the state in the 
proceedings, the disputes are as follows: 
• Case EVN AG versus Republic of Bulgaria, ICSID Arbitration Court, size of claims: 

over €750 million – pending;
• Case ENERGO-PRO a.s. versus Republic of Bulgaria, ICSID Arbitration Court, size of 

claims: over €140 million – pending; and
• Case CEZ a.s. versus Republic of Bulgaria – request of arbitration fi led, particular size 

of the claim is not specifi ed yet.

Major events or developments

One of the signifi cant events with the potential to have a major benefi cial impact on the 
Bulgarian gas market is the proceeding opened by the European Commission to investigate 
Gazprom’s dominant market position in upstream gas supply markets in Central and Eastern 
European Member States.  In March 2017, the Commission invited comments from all 
interested parties, among which is Bulgaria, on the commitments submitted by Gazprom to 
address the competition concerns.  The commitments aim to enable cross-border gas fl ows at 
competitive prices.  It is said that within the proceedings the idea of restarting the cancelled 
South Stream project is being fl oated amongst the Russian producer of natural gas on the 
one hand, and the interested parties, including Bulgaria, on the other hand.  As the Turkish 
Stream is under construction, the concept of another pipeline under the Black Sea to reach 
EU territory seems to be a speculative hot topic.  Whether the South Stream is re-emerging 
and being redesigned, only time will tell. 
The announced withdrawal of Czech utility CEZ from its Bulgarian investments is another 
signifi cant event in the energy market.  CEZ is negotiating the sale of all its investments in 
Bulgaria: electricity supply and distribution in North-western Bulgaria, including the capital 
city of Sofi a; its electricity trading subsidiary; two renewable energy generation facilities; 
and the defunct Varna thermal power station.  CEZ is the largest electricity supplier and 
distributor in Bulgaria with over three million customers and annual revenues of about €720 
million.  The shortlisted bidders are said to be from Central and Eastern Europe, amongst 
them a Sofi a-based consortium, Czech energy company Energo-Pro, Romanian company 
Electrica, and a consortium between Turkish engineering holding STFA Yatirim and a 
Bulgarian-based motor oils producer.  Unquestionably, upon its completion the deal will be 
the biggest M&A deal in the Bulgarian energy sector in recent years. 
Another M&A deal in the Bulgarian energy sector is the transfer of the ownership of the 
Independent Bulgarian Energy Exchange.  Currently, the shares are held by the Bulgarian 
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Energy Holding (BEH).  In July 2017, a due diligence report was conducted by the 
eventual buyer, the Bulgarian Stock Exchange.  The acquisition is deemed to guarantee 
the independence of the energy exchange as one of the commitments of BEH towards the 
European Commission, which shall be notifi ed for the transfer. 

Proposals for changes in laws or regulations

The report of the World Bank on the fi nancial recovery and market liberalisation of the 
Bulgarian energy market proposed Contracts for Difference (CfD) as the key recommended 
transitional mechanism to implement market liberalisation.  Upon the fi ndings of the report, 
the Minister of Energy initiated public discussions with the interested parties and all market 
participants, including regarding the CfD.  The CfD are fi nancial instruments for energy 
supply, allowing generators and retailers to hedge the price volatility.  It is a fi nancial 
contract between two parties that reduces exposure to volatile energy prices.  At a pre-agreed 
frequency, the CfD seller will pay (receive) to (from) the CfD buyer the difference between 
the contracted price (strike) and the actual market price.  The implementation of the CfD will 
require legislative initiative and the position of the Bulgarian Government is still not settled.  
However, this is the key mechanism recommended by the experts from the World Bank, and 
the discussion on its implementation is ongoing.
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