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Executive Summary

for R uction and Devel

B ul g acommitrbestto and application of principles set out in Article 1 of the AgreementEstablishingthe Bank continued over the period
since the previous CountryStrategy approval The country has made further progressin certain areas of democratic development,including
the rule of law, particularlyin the area of legislation,although some challengesremain as regardsimplementation.

In recent years the Bulgarian economy has demonstrated solid growth, increasingly driven by domestic demand. This has been lately
accompaniedby a tighter labour market, lower unemploymentand upward pressureson wages Investmenthas also been strong, helped by
the growing disbursement of EU funds. A long period of fiscal tightening with strong revenue performance and decreasing expenditures
resulted in four consecutiveyearsof budget surpluses (2016 -19), and continued decline in the public debt to one of the lowestlevelsin the
EU(an estimated 21 per cent of GDPat end-2019). Howeverthe current GDPper capita, adjusted for purchasing power standards, is only
half the averagein the EUsuggestingthe need to accelerateconvergenceto closeincome gap.

B ul g aecdananyis relatively diverse. Small enterprises (MSMES)play a more important role in the country than in the average EU
member state, with their activity being particularly promising in the ICT sector, where Bulgarian companies have made a name for
themselvesin developingand supplying products worldwide Banking sector is highly liquid, and continuing downward interest rate trend
contributes to fierce competition for the top clients in an increasingly leveraged corporate sector. The contribution of capital market to
accessingfinanceis limited amid low capitalizationand turnover on the BulgarianStock Exchange

Supported by the EU funds, the ¢ o u n tinfrgsiiusture has seen notable improvements, both in terms of quality and coverage,
Nevertheless,still large infrastructure deficit and regional disparities compared to the EU averageremain. B u | g aenergy idtensity is
amongthe highestin the EU,and behind national energysavingand efficiencytargets.

EBRDis well placed to support Bulgaria in addressing remaining transition challenges,in line with the reform efforts of the authorities.
Competitivenessof the economywill in particular benefit from better governance,stronger integration in regional and global value chains
and increased capacity to generate value added and to innovate. Labour and skills shortages, due to population ageing, strong outward
migration and skills mismatch, also need to be addressed,as they could threaten the potential growth prospects TheBank is also readyto
support upgrades of the transport and municipal infrastructure, as well as the energy sector reform and its improved sustainability. Given
Euroadoption plans, the country should expandthe range and sophisticationof available financial products and deepen capital markets.

TheBankwill pursue the followingstrategic priorities in Bulgariain 2020-2025:

A S u pcpnapetitiveness by improving governance, enhancing value chaipsomoting knowledge economy, and assisting adaptatido
demographic challenges;

A S u pspstainable infrastructure developmenthrough regional connectivitygreen municipal solutionsdecarbonisation and resource
efficiency, and

A St r e mgjlienbeeffinancial intermediation.

PUBLIC 3
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EBRD Investment Activities in Bulgar{as of November 2019)

Bulgaria Context Figures
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1. Implementationof Previous Strategy (2013019) 0
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1.1. Key TransitiorResults achieved under previous Country Strategy

GETshare:

Priority3;

41%

17.2%

Strategic Alignment 20152019 TC, grants and concessional loans Transition Impact Performance*

Cumulative Investment

T Likely to
Priority 1; Prlorol/ty I Fail
16% 0 11%

Priority 3:
53%

Partially
On Track

Priority 2: 28%

42%
On Track
L 61%

Priority 2;
ETL 63
PTI:61

Priority 1: Enhancing competitiveness through improved efficiency, governance and innovation

16
14
12
10

O N b~ O

Enterprise Performance

2015 2016 2017 2018

Key Transition Results
Improvedefficiencyin the private sectoracrossdifferent areas:
o With debt financing of over 1115 m supportedrestructuringand modernisationof two clients in mining and manufacturing,
80% ; - ; ; ; i P ; :

. to improve energyefficiency, GreenStore Conceptimplementation and sustainable building certification by a leading retail
70%  chain; costand productionoptimisationof a leadingplastics exporterand a manufacturerof largesizeequipment
60% i ; ;

. Promotedinnovationand skills transfer:
0% o Investeda55m to finance (i) expansionand relocation of an R&Dcentre which will train 30 engineersin highlyinnovative
40% Az | i 3 - ot ; ; e (i

. automotive industry remotely, (i) R&D investments helping existing client to move to the technological frontier; (iii)
30%  jnnovative agricultural land leasing company to promote sustainable land use and irrigation investments (iv) existing
20% agribusinessclient in market expansionthrough backward linkages, including the increasein quantities of grains sourced
10%  from local market by at least 40% redaunched Advicefor Small Businessprogramwhich has alreadysupported 70 SMEs
0% includingin the areasof efficiency,governanceand innovation

Encouragedjovernanceinitiativesin orderto promote competition:

90%

=&—No. of clients reporting increase i o Designedthe InvestmentClimateand Governancenitiative, including capacitybuilding at the Commissionfor Protectionof

=% of active firms that saw a
performance increase (right)

profitability (left)

Competition (CPC)and strengthening of the National Economic Counci| assisted CPCto improve competition law
enforcement conducted a series of judicial trainings on tax matters as part of the regional initiative for Bulgaria and
WesternBalkansin cooperationwith the Bulgarian Nationallnstitute of Justiceand IDLO

* Transition impact performance reflectshow likely projects are to achieve the transition imp&tétkidédtedof them at signing. Calculated based on activ@ature (> 2 years) portfolio. 5



1. Implementationof Previous Strategy (2013019) 0
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1.1. Key Transition Results achieved under previous Country Strategy

Priority2: Strengthen the financial sector intermediation through targeted investments and improved governance

Trade Facilitation Key Transition Results

100 50 Supportedfinancialintermediatiort
o Committed over 0740m to support Raiffeisen Leasingand ProcreditBank to increase M S M Eaxa@ssto finance; UBBand
Piraeus banks for residential energy efficiency financing Expressbankand UniCredit Bulbank with unfunded risk sharing

50 25 frameworks expandedTradeFacilitation Programmeearlyin the strategyperiod to meet growingdemand, BulgarianDeposit
InsuranceFundto ensureits longterm sustainability.
0 0 Supportedlocal capital market development

0 EncouragedBEHto pursue dual listing and acted as anchor investorin BEHbonds and private corporate convertible bonds
2015 2016 2017 2018 . A . . e . . . . .
TEP lumém (left investing 1186 m; established the SEELink (originallyconnectingstock exchangesin Bulgarig North Macedoniaand Croatia)
' urnover volumém (left) and facilitated its expansion supported identification of alternative solutions for dormant accounts legacy provided G3m
fundingto a local NPLservicecompany organisedand hosted an NPLworkshopto unlock NPLmarket for private investment
Priority 3: Narrowing the infrastructure gap through commercialisation, reform and efficiency.

== TFP no. of transactions (right)

Cumulative Energy Saved Key Transition Results

Supportedpowersectorreform, includingprivate sectorparticipation:

0 Servedas anchorinvestorin two issues of BEHbonds to support power sector reform, including elimination of the tariff deficit
and overdue liabilities; completed the 1st Phase of capacity building TCwith the EnergyRegulator resulting in legislative

amendmentsin line with the EUThird EnergyPackagefocusedon increasingsector transparency,monitoringand competitior;

200,000 80 . e - . . .

trainings and roadmap for tariff liberalisation and advancedwith the 2nd Phaseto support the EnergyRegulatorwith setting

internal procedures and methodologiesto effectively monitor liberalised power market; mobilised syndicated loan to CEZ

150,000 J/ 60 Distribution to support capexprogrant supported private FDIsin renewablesthrough successfulrestructuring of two windfarm

250,000

projects,with new or reconfirmedsectorcommitmentsexceedingd410m.
Supportedenergyefficiencysolutionsin varioussectors
40 o Provided TCto midtier municipalities (Gabrovo,Pleven)on energy performance contracts with private service companies
financed over800 buildingdevel projectsleadingto more than 20,000 MWh/year electricityequivalentsavingsand more than
13,000 tonnes of annual CQ reductions as part of Residential Energy Efficiency Credit Line Framework supported the

Ministry of Energy and Sustainable Energy Development Agency through policy engagement on the best practices to
implement EnergyEfficiencyObligations

Workedwith the public sectorto improveurbanand inter+egionalinfrastructure:
O T T T O ~ . " . .
6 A & 0 Embarkedon a program of up to 4230m to manage and cofinance ESIFfinancial instrument to support water and waste
water investments and provide TCto improve commercializationand sustainability of the regional water operators finalised
. . the constructionof a 15 km Bus Rapidtransit corridorin the Cityof Burgastogetherwith the EU supportedthe constructionof
l(Dlgerary Energy Savings GJly urban flood protection and launch of a paid on-street parking zonein the Cityof Varng financed the acquisition of 30 electric

——GHG Reduced kCO2Jy (right) busesa_nd 12 chargingstations_in thg Cityof_ S_ofi'c_lgs part of G_reenCit_iesAction Plan promoted energyperformancecontracts
for public sectorassetsbyworkingwith municipalitiesand public hospitals.

100,000

50,000 -
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1. Implementationof Previous Strategy (2013019) 0

European Bank
r R uction and Develoy

1.2. Challenges to Implementation and Key Lessons

Contextfor implementation EBRDhas delivered on its strategy against highly liquid banking sector, underdevelopedand relatively illiquid capital market,
increasinglyleveragedcorporate sector, high grant availability from EUfor both infrastructure and corporates,and dominant presence of state owned enterprises
in the infrastructure sector. The Bank demonstratedagility in respondingto the governmentneeds with the innovative and pilot solutions, including the requestto
support setting up of the Fund Managerfor FinancialInstruments and designingselectedfinancial instruments. In recognitionof the EBRDexpertiseand business
practicesthe Bank was entrusted to manage and co-finance financial instrument dedicated to the water sector. The Bank also, at the request of the government,
undertook a comprehensiverevision of the ex-ante assessmentfor the Operational Program Environmentto reflect the market needs. The Bank encouraged
progressliberalising the energymarket through increased investments and targeted policy advice Howeverchallengesremain in infrastructure. including heavy
public sector involvementin power generation, dependenceon a limited number of energy suppliers and a single route for primary energy imports, requiring
further developmentof gasinfrastructure.

ImplementationChallenges Key Lessons & Way Forward

A Anhighlyliquid banking sector and continuing downwardinterest A Risksharing products are additional in a highly liquid banking sector,
rate trend contributed to fierce competition for good clients and including for infrastructure where local banks have limited appetite. The
an increasinglyleveragedcorporate sector. Bank can also help corporates restructure their balance sheets and

facilitate NPL market transactions.

A SMEs account for 60% of GDP and employ 75% of the A The Bank can leverage its expertise in SME advisory to support business
workforce, requiring a strong focus on SMEs. SME activity is accelerators/start-ups and ease access to finance for SMEs for
particularly promising in the ICT sector, where Bulgarian innovation/technological upgrades (Horizon funds) as well as use risk
companies have made a name for themselves in developing an sharing products to deepen financial intermediation.
supplying products worldwide.

A Underdeveloped, relatively illiquid capital market. Low A EBRD can support listings and new instruments including by investing in
capitalisation and turnover on the Bulgarian Stock Exchange the issues as well as provide policy advice to further advance capital
with government remaining majority shareholder. market development.

A Bulgariads energy i nt-28msiagey i Av @pportuitiels fomEBRD td shipport Elbsing the gaps in the context of a
remaining the least efficient energy economy in the EU. The liberalising energy market by working with the government on policy
country is behind national energy saving and energy efficiency aspects as well as supporting private sector to implement energy efficient
targets. solutions.

A High infrastructure deficit and regional disparities compared to A EBRD is well placed to support commercialisation of public infrastructure
the EU average. Significant funding gap in the water and waste and private sector participation.
water sector. High prevalence of SOEs in the infrastructure EU and the open nature ofnvestEUcreate opportunities to leverage EU
sector. funds through newly designed financial instruments to advance the

infrastructure sectords commerci al
Project preparation and implementation support is important to ensure
good quality and bankability of projects.

PUBLIC 7



2. Economic Context

2.1 . Macroeconomic Context and Outlook for Strategy Period

0

European Bank
for R uction and Devel

Bulgaria Main macroeconomicindicators

2014 2015 2016 2017 2018 2019

GDPgrowth (% yy) 1.9

HICP inflation (%avg) -1.6

Governmentbalance 54
(% of GDP) '
Current account

balance 0.1
(% of GDP)

NetFDI (% of GDP) 0.3

4.0

0.0

5.0

3.8

2.3

13

3.5

1.2

1.1

4.4

3.9

3.1

2.6

1.8

2.4

2.6

3.7

2.4

1.1

1.6

2.4

Externaldebt

% of GOP) 854 72.6 67.8 68.7 582 563
0

Grossreserves (% Of oo o 440 473 48.0 438 445

GDP)

General government

oross debt (% of G 271 260 293 253 223 211
0

Unemployment (% 1,/ 95 76 62 52 44

pop)

Nominal GDP ($bn) 57 50 53 58 65 66

Economicgrowth has been solid in the recent years The economymoderated to an
estimated growthrate of 3.1 per centin 2018, followingan averagegrowthrate of 3.8
per centin 2015-2017. Growthis increasinglydriven by domestic demand, propelled
by tightening labour market pushing wagesup and unemploymentdown. Investment
has also been strong, helped by the growingdisbursementof EUfunds. While current
accountremainsin surplus, import demand and Turkeyweaknessstarted to weighon
external balance.

Fiscal policy has remained tight and public debt is very low. A period of fiscal
tightening with strong revenue performance and decreasingexpendituresresulted in
three consecutive years of budget surpluses, 2016, 2017 and 2018. Surplus is
expectedalso in 2019. In this environment, public debt continues to decline and is
estimated at around 23 21 per cent of GDPat end-2019, one of the lowest levelsin
the EU(higheronlythan public debt in Estoniaand Luxembourg)

Following a three year deflation, consumer prices have risen continuously over the
past three years driven by increasingdisposableincomes and credit growth. Inflation
rose to a five-year high of 3.5 per cent in August2018, and averaged2.6 per centin
2018. It is estimated at 2.4 per centin 2019.

The labour market has tightened considerably during the current upswing
Unemploymentfell to a recent low of below 5 per cent by early-2019, while nominal
wages grew robustly to an average of some EUR620 as of late-2018. Meanwhile,
both the availability and skills of workers pose a long term risk to growth, due to the
decliningpopulation; emigration of skilled workers, and ongoingskills mismatches

Growthis expectedto remain solid, mainly underpinned by private consumption GDP
growthis expectedat 3.7 per centin 2019 and projectedat 3.0 per centin 2020. Key
risks to the outlook are prolongedweaknessin major trade partners, particularly that
of the Eurozone,exacerbationof current labour shortages and worseningof investor
sentiments towards emerging markets. While convergence prospects remain high,
with GDP per capita (PPP)standing at just half of the EU average, sustaining high
growthrates in the long run will require reinvigorationof structural reforms.

Source:Eurostatfor GDP growth, HICP inflation, Government balance, Government debt and Unemployment;
IMFWorld Economic Outlook Databas®ctober2019 for Current account balance, Net FDI, ExiHal-debt, Gross reserves and Nominal GDP. 8
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2.2 . Key Transition Challenges
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Competitive (5.88)

AProductivityremains low comparedto the EUlevels
and its convergence towards more advanced
countries has been slow. Economic complexity is
also below the EU average, and has not improved
over the transition period.

AThe business environment remains problematic in
some areas. Accordingto the WB Doing Business
2020, Bulgariaranked 61st out of 190 economies,
dropping more than 20 places comparedto 2014.
Procedures for getting electricity, starting a
business, and paying taxes remain burdensome,
but the country, as most EUmembers, scores well
on trading acrosshborders.

Wellgoverned (5.73)

Aworld B a n kVosdwide Governance Indicators
(WGlI)show corruption and rule of law as the most
worryinggovernanceissuesin Bulgaria

AAccording to 2018 Transparency international
Corruption Perception Index, Bulgaria was ranked
77t out of 180 countries, below all other EU
members.

Green (6.20)

AB u | g agreeradcanomy transition will need to

focus on sustainable energy, improving air quality,
and further advancement in  municipal
infrastructure management The implementation of
EU environmental requirements is ongoing, but
remainsa challenge

AB u | g aendrggahd carbon intensity remains one

ADespite challenges, progress under the E U s of the highest in the EU28. Progresswas rapid in

Cooperation and Verification Mechanism (CVM),
has been positive. Followingthe 2019 CVMreport,
the me ¢ h a n cosmphddian is on the horizon for
Bulgaria B u | g aprogres$has been sufficient to
meetthe ¢ 0 u n camynifiments made at the time

AWeak institutions are driving down the ¢ o u nt r ¢f dssaccessionto the EU Bulgaria will need to

score in Global Competitiveness Report (ranked
49t out of 141 economies) Bulgaria scores very
well on the macroeconomic environment, but
poorly on the innovation capability, product market
and quality of institutions.

ACo mp et ipmadiicess i the informal sector
remain an issue. Accordingto EBRDBEEP Ssurvey
60% of firms reported they have to compete
againstunregisteredfirms.

AMost economic activities are privatelygenerated

continue  working  consistently on  the
implementation of those commitments.

AB u | g a coiperdies governance standards are
mixed. According to the E B R D @arporate
governanceassessmentprepared in 2017, areas
of strength include the rights of shareholdersand
transparency and disclosure, while weaknesses
include the structure and functioning of the
boards, internal control, and stakeholders and
institutions.

the first decade and a half of transition but seems
to have stalled since 2005.

AMost C@ emissions (85%) are due to electricity,

heat generation and transport. Lignite, used mostly
for electricity generation, represented 35% of the
primary energy supply, while oil, largely driven by
transport, represented 35% of the final energy
consumption

AAir quality continues to give cause for serious

concern B u | g alevel af pofutionrelated deaths
(per capita) is well above the EUaverage

ABulgariastill has one of the highest landfilling rates

of municipal waste in the EU Recyclingof municipal
waste remains relatively low at 25% compared to
the EU average of 44%, and significant efforts are
neededto meet 50%recyclingtarget by 2020.

but SOEs still dominate in the utilites and 08 Worldwide governance indicators CO2 emissions by sector
transportsectors. L : m \Voice and 4% . L
m2017 2005 Labour productivity per person employe o 0.6 accountability Erlggtl:l:ctli%/n& heat
100 r82 82 80 and hour worked o m Political _
8 80 m 75 T4 T2 67 67 65 o 04 stability = Other energy ind. own us
50 0 5 m Gov.
clx!) a4 Q- effectiveness B Manufacturing industries
S 28 £ o0 = Reglglatory & construction
L quality ; ;
0 3 -0.2 = Rule of law 3% ® Transport (including road
\\Q,o\q’ R \\,397’ 0\@0 0@*‘@ @Q‘?’ @q;é'b\/,&\\\'b 0@6(&@@ \@Q -0.4 m Control of m Other sectors (including
o (;5,0“ ® T & C X & 2014 2015 2016 2017 corruption residential)

Source: Eurostat

Source: World Bank Worlgv&ig?_(lscc:)vernance Indicators Source: International Energy Agency
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2.2 . Key Transition Challenges
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Inclusive (6.38)

ALabour and skills shortages are becoming the
paramountchallengefacing enterprisesin Bulgaria
The population is both shrinking and rapidly aging
This will exacerbate existing labour shortages but
can help inclusion of economicallyinactive parts of
the population.

ABulgaria performs relatively well on international
benchmarks around gender inclusion. Bulgaria, for
example, was recently ranked among the highest
performing economies in wo me nlégal rights
affecting work by the World B a n k\§Wmnen,
Businessand the Law Index

AOn indicators related to youth inclusion, Bulgaria
generallyperforms around the EBRDaverage Skills
gaps are substantial, partly driven by high outward
emigration. Thebrain drain combinedwith relatively
low quality of education (e.g. low PISA results),
hinders innovation. Youngp e o p kharé af total
unemployment is, however, smaller in Bulgaria
than in most other EBRDcountries

ABulgaria performs relatively badly on indicators
capturing regional inclusion, though access to
water and establishments with bank accounts
showrelativelymoderate inter-regional disparities

DOFemale, 2045
DOMale, 2045
mFemale, 2015
mMale, 2015

Age group Population in Bulgaria
2015 (est) vs 2045 (proj)

90-94
75-79
60-64
45-49
30-34
15-19

0-4
300

300 100

100
Population (thousands)

Resilient (6.84)

AThe financial sector is bank<centric, with
underdevelopedcapital markets. Althoughthere is
a large number of banks (25), the system remains
concentrated, with the five largest banks
controllingaround 60% of banking systemassets.

AThe banking sector has strong capital buffers and
exhibits moderate profitability. Capital adequacy
ratio is ca. 20% (vs. regulatoryminimum of 13.5%).

ACrosshorder exposure is limited, notwithstanding
the high foreign ownership Banks are largely
depositfunded. 1/ 3 of depositsare of corporates

ACredit growth has been subdued until recently
when signs of recovery in the household sector
beganto appear.

ANPLs are still relatively high but declining The
banking system's NPL ratio was a still relatively
high 8.1% as of mid-2019. The improvement in
asset quality has been supported by economic
growthand portfolio sales.

AThemain source of gas supplyin Bulgariais Russia
through the single route via Ukraine, Moldova and

Romania The government is working on
diversifying its gas supply through the
50 - Nonperforming Loans
45 - Q1 2019
@ 40 A
g 35 -
L 30
B 25 -
8 20 -
4 15
2 10 -
5 .
0_o&n:z>226lx<>(5:>
o4 [ [
ou%%:%%g_a_lm_n

Source: United Nations

Source: European Bankilg%uthority

Integrated (6.89)

AB u | g aferdiga téade to GDPratio has increased
significantlyover recent years mainly as a result of
being part of the EUS single market since 2007 .

AB u | g alavél af BD$stock per capita, at less than
7,000 USD per capita, is low compared to its
regionalpeers, and half that of the EUaverage

AB u | g a capitald account openness is high,
however, portfolio inflows are on average at about
1% of GDP,whichis belowthe EBRDaverage

AQuality of infrastructure, and especially of the
roads, is considered to be a bottleneck to the
C 0 u n tegonomisgrowth Theroad infrastructure
is struggling to keep up with demand, which is
driven by a steady increase in traffic and car
ownership Undermaintenance of the existing road
infrastructure is a widespreadproblem.

AThe quality of electricity supplyin Bulgariais below
regional EU peers; and it takes particularly long to
obtain a permanent electricity connection

ABu |l g a ICT aféastructure is generally good
Availability of fast bandwidth and mobile
broadband is at levels comparable to the frontier
countries. However, broadband penetration
remainslowin remote areas.

Quality of Infrastructure

100 83 76 Ranking out of 140 economies
80 63

50 56 55 49 48 47 44 44 -
40

20

0

PN N R U g
Q~06\®Q>\§QOA'S{~Q~ ‘?‘\)Qq \/'b,lglf C}0 ‘&(\‘)’b QO\ %\o‘\e Q/%\O
S

Note: Higher ranking implies worse quality

Source: World Economic Forum Glotﬁbmpetitivenesi)lndex
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3. Government Prioritieand Stakeholder Engagementues s

for R uction and Dy

3.1. Government Reform Priorities

The Government program for 20172021 is based on the following key

priorities:

A BalancedRegionalDevelopmentd addressing regional disparities.

A Social and Demographic policy prioritied limiting negative demographic
trends, including increasing fertility, decreasing youth emigration, balanced
immigration policy in line with thébusinessneeds; increasing incomes and
labour productivity; stable pension system; equal access to qualitative
social services; protecting rights of people with disabilities.

A Financesd stable financial system to ensure sustainable economic
development and attractive investment environmenfighting grey
economy.

A Management of EU Fund8 effective management of EU funds to ensure
maximum positive impact; adequate participation in the negotiations on
the MFF and future Cohesion policy.

A Investment climate ande-governancedi nt r oduct i on
agreementdé and oO0single
of economic zonesgapital markets development; improvedand effective
post-privatisation and postconcession control; strengthening growth and
competitiveness of national economy; decrease of administrative burden;
improving publicservice; egovernance development; moderreffective,
gualitative and secure publice- communicationand postal services.

A Agribusiness- sustainable, competitive and market focused development
of agriculture, food processing, fish and aquaculture, forestry sectors.

A Transportd effective modernisation and development of transport
infrastructure; attracting investments; increasing transport safety and
security; improving quality of railway services.

A Energyd national energy security; full liberalisation of electricity and gas
markets; maintenance and development of nuclear energy capacity;
strengtheningfinancial stability and sustainability of strategic energy
companies; fulfilment of national energy saving targets for 2020.

A Environmentd sustainable policy for healthy environment; simplified
procedures for investments; climate change adaptation.

A Healthcared achieving financial stability and phased deonopolisation of
the National Healthcare Fund; development ofleealthcare; decreasing
regional imbalance and functional cooperation.

of p
i nf devehgprhento n

3.2. EBRDReform Areas Broadly Agreed with Authorities

A Energy sectorsupport transition to decarbonisation across all sectors
of economy, assist energy sector reform to fully liberalised, well
regulated and sustainable energy market.

A Governance and investment climatesupport egovernment and e
procurement, implementation of OECD corporate governance for and
commercialisation of SOEs.

A ICT and innovationsupport domestic penetration of ICT and
innovation and global expansion of Bulgarian ICT, innovative and high
growing companies.

A Capital market provide assistance in designing new capital market
instruments, support and participate in the issuances on the local
market.

A Management of EU Fundsvork on selected financial instruments and

i iﬂng\ﬁatbv? pe(oguctg rfhat 8015"9 i?elé) Hut)bilise and effectively deploy

¢ Eurogeéqq%r&_lcggral 2and Investment Funds grigvlggE’U

3.3. Key Messages from Civil Society to EBRD

Focuson regional development and closing the gap in regional differences.

Soci al and economic inclusion is

Discrimination in the field of employment (gender pay gaps) is very obvious

The transport and municipal infrastructure is in great need of further

development and investments.

The business environment is still very week and not competitive.

Support in energy sector is required. Noticeable presence of energy povert

in the country.

Strengthen the efforts to more green and sustainable energy resources

while moving away from coal. Support with decarbonisation is required.

Educational sector is weak and in need of various types of trainings, in

particular vocational training. The country is lacking skilled workers due to

the population aging, migration and skills mismatch

Absence of dialogue between the public, government and private sectors

creates a lack of public awareness.

Absence of innovations is placing the country at the bottom of EU list.

Wel come the Bankds support for ec

o o ToTo To o To P>

o o o T

More governance transparency is needed. Corruption remains a challenge

PUBLIC 11



4. Defining Bulgaria Country Strategy Priorities
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What needs to change?
(Country Diagnostics)

AAn i mprovement
environment and governance would
enhance economic activity, wealth
generation and address perceived lov
quality of institutions .

AThere is room fol
regulatory quality and government
effectiveness in order to increase
capacity to generatevalue added and
innovate.

A State
key industries.

A Economic

presence i

perfort

by labour and skills shortages, due to AICT sector is rapidly developini

population aging, strong outward
migration and skills mismatch.

t (AThe

Can it be changed?
(PoliticalEconomy

EUD s
Verification Mechanism was
set up at joining the EU in
2007 to help with judicial
reform and fight against
corruption and organised
crime.

ANarrowing the gap in living

standards will require an
intensification of reforms
needed for building
sustainable market
economies.

What can the Bank do?
(Institutional Capabilities)

Co o p e Almvésiment Climatedand Governance

Initiative to assist judicial capacity
building, anticorruption, eprocurement.

ASupport for enhancement of competition

law enforcement.

AExtensive experience with

commercialisation and restructuring of
state owned enterprises.

AFinancing and advice for private sector

clients, helping companies to improve
operations, and strengthen linkages with
other companies both locally and
internationally, while improving corporate
governance.

and is among the largest in the ANew innovative products to help the

EU in relative terms.

country face demographic challenges
arising from aging and large scale
emigration of working age population.

ADespite rapid progress in the first AA comprehensive strategy on AProvide policy advice, assistance to seip

decade B u | g aenergydnd carbon
intensity remains one of the highestin
the EU28.

AThe transport

and  municipal

decarbonisation of all sectors
of the economysupported by

administrative incentives and AAssistance with infrastructure expansion

funding is required.

infrastructure is poor and the sectoris AState involvement is

facinga number of challenges

significant, requiring funding
for the public sector.

AAvailable funding from EU,

both for capex and for
technical assistance.

Awide range of Green Economy products

regulatory support schemes and financing
to enable decarbonisation.

and upgrades, in close cooperation with
the EU and others, including private
providers.

can be deployed.

ARange and sophistication of available AEuro adoption is top

financial products should expand and

capital markets deepen prior to Euro Almplementation of EU based AFocus on equity, equity funds, and other

adoption.

government priority.

regulatory and supervisory

framework, could be stronger.

ALaunch of innovative, more sophisticated

products than currently available.

capital market instruments.

PUBLIC

Strategic Priorities

(2019-2024)

Support
competitiveness
by improving
governance,
enhancing value
chains,
promoting

knowledge
economy, and
assisting
adaptation to
demographic
challenges

Support
sustainable
infrastructure
development
through regional
connectivity,
green municipal

solutions,
decarbonisation
and resource
efficiency

Strengthen
resilience of

financial
intermediation

What We Want to See
in 2024

Almproved quality of
institutions

AEnhanced value chains,
linkages and skills

Almproved innovation and
levels of technology
penetration

Almproved connectivity and
integration of key transport
and energy infrastructure with
more private sector
participation

Almproved green infrastructure
and access to finance at the
local and municipal level

ADecarbonisation and
increased energy and
resource efficiency

Astrengthened financial sector
resilience

Alncreased financial
sophistication; Developed
local capital markets

12



5. Activities and Results Framework

for

0

European Bank
R uction and Devel

Priority 1. Supportcompetitivenes$dy improving governance,enhancing value chains, promoting

knowledgeeconomyand assistingadaptationto demographicchallenges

Aimprove business climate via policy and capacity building (e.g., Investment Climate
and Governancelnitiative) and support enhancementof competition law enforcement

Improvediqualityiof Awork with selected SOEsto improve financial transparency, procurement processes

A Legal, institutional or

regulatory

insttutions (e.g, e-Procurement) and corporate governance (e.g., Corporate GovernanceAction T pIOEmEAE MEEIEE
Plans) to good governance
AProvidedirect and indirect financing (debt, equity, and equity funds, supported by risk-
sharingwhere appropriate)to corporatesand SMEs
AProvide advisory to corporates (including Advice for Small Business) emphasising A Number and volume of
value creation,improvedgovernance businessstandardsand market access financing supporting
AFinance FDIs and large domestic anchor investors, with a focus on regional value targeted value chains
Enhanced value chains integration and innovation transfer to local suppliers. Support crossborder a Toia1 number of people
chains, linkages investments of corporate clients and mergers& acquisitions (localand regional) L
and skills AMobilize d o n o fusdd to create blended financial products to support TEEEIING IFEIETEE

competitiveness,innovation and skills for both SMEsand larger corporates

ARaisethe quality and market relevanceof training. Investin training (e.g., vocational)
together with corporate clients to achieveimproved employabilityand skills, including
for up-skilling, lifedong learning opportunities, youth, and populations living in
underservedareas.

skills as a result of
training provided with
Bank's assistance

AFinancing expansion of Information and Communication Technologycompanies and
Improved product digitalisation of private and public companies

and process ASupporting start-up / early stage companies through financing (VCIP private equity
innovation and venture capital funds and other investment vehicles) and by leveraging networks
levels of technology inside and outside of EBRD

penetration AFinancingfor innovation/ R&D activities in all sectors of the economyand leverage

Horizon2020 ASBprogrammefor support of innovative companies

Total amount of R&D
supported by the
Bank's operations
Number of clients
introducing innovative/
new technology

Context Indicators: Labourproductivity (Baseline: BGR =46, EU28 = 100); PUBLIC Competitive q$‘>
- Worldwide Governancéndicators (Baseline:Rule of law =-0.04; Regulatory quality = 0.63)

Well-Governed 13
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5. Activities and Results Framework

for uction and Devel

Priority 2: Support sustainableinfrastructure developmentthrough regional connectivity green
municipal solutions,decarbonisatiorand resourceefficiency

A Helpingto structure and finance infrastructure modernisationand upgrades (airports, ports,
roads, municipal and social infrastructure, energy), including through PrivatePublic

Improved connectivity Partnerships / concessions supported by Sustainable Infrastructure Policy and Project

and integration of key Preparation facility and Invest EU A NG s fio

transport and energy A Supportinginvestments in power and gas connectivity, both new connections and network ‘
) ) ; ) I . o - infrastructure usage
infrastructure with upgradesincludingmodernisation,energysecurity,energystorage and digital connectivity. )
more private sector A Support development of gas and electricity markets, including policy engagement / and/or capacity
articipation developmentof the regulatoryframework and capacitybuilding.
P P A Support development of Danube river climate resilience plan and intermodal links to the
ports.

A Promote su§ta|nable municipal investments using Green and Smart Cities frameworks to A Total Water saved
| d addressenvironmentalchallenges 3/
_mprove green A Helpingpublic service operators (water, wastewater,solid waste, district heating)to improve (m3/y)
infrastructure and their servicesand complywith EUdirectives via technical cooperationand funding, including A Total number of
access to finance at through managingand co-financing EUstructural funds to ensure their effective utilisation. people benefitting
the local and municipal A Support urban regeneration plans and brownfield redevelopment (including new industrial from

developmentzones)
Facilitating financing by local commercial banks to public utility companies by providing risk
sharinginstruments, such as guarantees
A" Supportingdecarbonisation/ electrification,/ renewableenergyproductionand integration A Total CO2
through both policy engagement/ technical cooperation (e.g., tariff methodology) and
financing of both energycompaniesand other industrials for greensolutions.
Decarbonisationand A Creating access to employment and skills by the workforce to be freed up by P (ton/yr) ;
increased energy and decarboplsatlon,mcludlng through training (e.g., vocational) and investment (e.g., property Improved energy
et and tourism). management
resource efficiency A Resourceefficiency/ emissions reduction/ energyaudits for corporates including through standards (including
ASBand financing (e.g., resourceefficiencycredit lines).
A Financing for public buildings, street lighting, urban roads and urban transport, including oo
assistancewith energyaudits and investmentin ESCCapproaches certifications)

level A improved/increased

access to wastewater

reduced/avoided

building/goods

Contextindicators:- CO2emissions bysector (Baseline: Electricity and heat gspgygtion 65%);  Green
- Qualityof Infrastructure Rank(Baseline: 76 out of 140).

Integrated % Resilient @14



5. Activities and Results Framework

0

European Bank
for R uction and Devel

Priority 3: Strengthenresilience of financial intermediation

Strengthened resilience of
financial sector including
capitalisation, sustainable

funding structure and

sound risk management

practices of banking
sector

A

A

A

Risk sharing facilities (funded or unfunded) to help banks in optimising their
capital structures and risk management,along with specialised credit lines
and blendedfinance to increaseaccessto finance.

Support capital market development and b a n kfunding diversification
through policy engagementon alignment of the covered bond framework
with EU legislation and best international practice, and investment in the
follow-on instruments.,

Investing in innovative/structured debt instruments, and select equity
participation in banks if opportunities arise, to optimise funding structure,
strengthenresilienceand support consolidationof the banking sector.
Potentialinvestmentsin transactionsthat facilitate NPLresolution, including
supportfor the developmentof the secondarymarket.

A Legal, institutional or

regulatory improvements
to strengthen banking
sector's resilience

Increased variety and
sophistication of non

banking financial products
and services; Developed

local capital markets
financing solutions

A

A

To Do To o

Expand product range and services to increase access to non-banking
finance, including mezzaninefinancing and bond issues, operationalleasing
and factoring.

Capital markets development, including supporting the development of
derivatives markets and close-out netting reform, as well as green capital
market products development

Strengtheningregionallinks, includingin securitiesand derivativesclearing
Policyengagementon dormantaccounts/ mass privatisation accounts.
Policy engagement, advisory and funding for corporates to issue capital
market instruments, including acting as an anchor investor (bonds, equity).
Encouragingdual listing for clients, including financing.

A Total volume of capital

market transactions
facilitated

A Legal, institutional or

regulatory frameworks in
target areas improved
(e.g. capital market
instruments and
infrastructure)

Contextindicators:Nonperforming Loans(Baseline: 8.1% of total loans)p g |c

Resilient @ 15




6 . Mappin

g

of

In EBRD Business Areas

Internatio(@al

European Bank

for Reconstruction and Development

P

EBRD BUSINESS AREAS

Sectors

Indicative annual
investment/
grants

(2015-2019 average
unless otherwise
specified, excluding
budget support)

.
World Bank
IFC

Manufacturing &
Natural resources

ICT
Services

@9
9

-

Property &
Tourism

d
e @ Energy

Cross-cutting
Themes

Financial
Institutions

Sustainable
Infrastructure

Inclusion and

Institutions
Gender

e e Green Economy

Non-bank

Banking
Financial

@ @ Infrastructure

0
9

-]
9

F
-]

)

Local Currency
and Capital
Markets

\2 a Small Business

Strategic Initiatives

® 0

G Area ofsignificant investments

P Area of significantpolicy engagement

@ Focus mostlyon private sector

O Focus mostlyon public sector

Potential Areas ofCooperation

@Green:

Cooperate with EU on supporting the
water sector to comply with EU
Directives and deliver environmental
and climate benefits.

® Integrated:

Cooperate with EU, EIB and WB on
infrastructure development and
modernisation including in the contex
of regional connectivity.

@ Resilient:

Build on the WB policy work on water
sector financing strategy.

Note: IFI activity mapping based on publicly available information.

Significant IFI investment defined as projects exceeding 5% of annual investment and signed 205 PTHB eX¢hange rate used is df8 March 2019.
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7. Implementation Risks,
Environmental and Social Implications

0

European Bank

for R uction and Develog

Risksto the Strategy iInplementation

Probability Effect

Weak corporate governance could undermine
i nv e sonfidensed

A Willingnessor pace of reforms implementation

can defer /decrease private sectorinvestments

Potential lack of grant funding can delay certain
reforms, and undermine the quality and timing
of the infrastructure and public sector projects

External economic shocks could negatively
impact exporters/economicgrowth

A Weak project preparation and implementation

capacity of public counterparts could delay key
infrastructure projects and impact EU funds
absorption

Environmental and Social Implications

Apssessment and Management of Environmental and Social Impacts, Stakeholder
Engagement Ensure that direct, indirect and cumulative impacts of projects are
appropriatelyassessedin accordancewith the EUEIADirectiveand EBRDPRs Support
clientsto strengthenE&Smanagementcapacityand discloseE&Sreports, whereneeded

ALabour and Working Conditions Ensurec | i and televant third partye mp | oBRe r s

policiesand practices complywith EBRDand EUrequirements Largescale retrenchment
may be associated with the privatisation of SOEsand require appropriate planning,
consultationand management

AResourceEfficiencyand PollutionPreventionand Control Challengesemainin wastewater
collection and treatment and air pollution with major health impacts. Support clients to
complywith relevant EUDirectivesand improvethe efficiencyof industryspecific processes
in line with BAT

AHealthand Safety Improvementof occupationaland communityH&Sstandardsacrossall
sectors TCfunds may be required to support clients and stakeholders in road safety,
accessto cleanwaterand contractorH&S

AlLand Acquisition, Involuntary Resettiement and Economic Displacement Ensure that
effective livelihood restoration and meaningful engagement with people affected by
projects in terms of involuntary resettlement caused by physical and/or economic
displacementin accordancewith EBRDrequirements,includingthosewith no legaltitie.
ABiodiversityConservationand SustainableManagementof LivingNatural Resources Poor
enforcement of conservations laws and plans and projects being authorised without
considerationof cumulative impacts to Natura2000 areas, or on the basis of inadequate
assessments are ongoing issues Renewable energy as well as linear infrastructure
projects may encroach or fragment sensitive habitats, protected areas or proposed or
existing Natura 2000 sites. To avoid or minimise such impacts, ensure threats to
biodiversitythrough habitat loss and poor enforcementof conservationlaws are avoidedby
requiringrobust biodiversityassessmentare carried out.

ACulturalHeritage Ensureappropriate assessmentcarried out and clients consultwith key
stakeholdersto protect cultural heritage

AFinancial Intermediaries Ensure FI partners strengthen E&Srisk management capacity
andsystems

Astakeholder Engagement Support clients in developingand implementing stakeholder
engagementplans and ensure transparent participatoryconsultation carried out as part of

_localpermittingand ESIAs

PUBLIC 17



8. Donor CeFinancing Assessment

0

European Bank

for uction and D

8.1. NeedsAssessment for the New Country

Strategy Period

8.2. PotentialSources ofDonor Funds

Donor funding will be required to achievethe strategic objectives A TheEUremainsa very important source of funding, most notably via the European

of the CountryStrategy,includingfor:

A Advisory services for start-ups and SMEs, including for
enhancingcompetitiveness,innovation and accessto finance

A Cofinancing and client capacity building support for projects A

in the water and wastewatersectors

A Project preparation and implementation support for other
green infrastructure projects, including for energy efficiency
programmesand projects under the GreenCities Framework

Structural and Investment (ESI) Funds. R018 EUR 64million was contributed in this
context in the form of concessional lending and guarantees for blending with EBRD
investments in the water and wastewater sectors. In addition, the availability of TC
resources for strengthening client capacity and operational efficiency is also beagplored

OtherEUfunds could also possibly bedrawn upon, including theEU Horizorprogramme for
initiatives promoting research and innovation, th8tructural Reform Support Programme
for reform and capacity building projects in the public sector, as well as EU funds
channelled through theEuropean Investment Advisory Hubr business advisory
programmes

A Technical Cooperation grants to increase the Capacity and A The EBRD Shareholder SpeCiﬂUnd, via its window for no”RODA countries of Operation, will

resilience of financial intermediaries, as well as initiatives in

support of strengthenedlocal capital markets

A Continuedsupport with early closure and decommissioningof

four units of Kozloduynuclear power plant.

Selected Affordability Indicators

EBRD regione
percentile rankt

GDP per capita (PPP, current)® 21,687 61st

ODA Country No N/A

Source:? IMF (2017)

o oa

remain an important complementaryacility to donorresources

A TheKozloduyinternational Decommissioning Support FungkKIDSF)establishedin 2001 as
an assistance programme of thd&european Commission and other European contributors
early closure of theKozloduynuclear power plant will continue focusing on
decommissioning program.

Donor finance during last strategym)?

Current Grant Funding Needs

2%

P N W b~ O

2015 2016 2017 2018 2019
m TC grants (commitments/earmarks) (€St
® [ncentive grants (signings) needs)
m Donor funded loans (signings)

98%

H Green HResilient

1. Simple percentile rank reported as the share of EBREountries thatare represented belowBulgaria.
3. The 2015 TCdata is based oncommitments as at the end of March 2016 (the latest available date before data migratioto a new Donor Funds SystemP016-2018 TCdata is based onearmarks at the projectlevel. Incentive

grants and donor funded loan amounts are based on client signings.

4. Estimated grant funding needs are basedn the operational needs reported by banking teams for projects tqhg gtprted2019. Estimated funding needs generally exceed actual grant use as some needs may not materialise, may

be delayed, or may be split into several years of fundraising efforts due to operational needs and realities.
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Annex 1- Political Assessment in the Context of Article leuwopem b

uction and Devel

ANNEX 1 POLITICAL ASSESSMENT

Bul gariabds commitment to and application of principl dngStrategy. The ut
country has made further progress in certain areas of democratic reform, including the rule of law, while its proguester the Cooperatiorand
Verification Mechanism (CVM) of the European Commi ssi on gmadepnt ha
the time of its EU accession. The CVM, which was established when Bulgaria joined the EU in 2007, focuses on the areasoidljueform, and

the fight against corruption and organised crime. Elections continue to be conducted in a manner deemed by the Organizatideturity and
Cooperation in Europe (OSCE) to be free and in line with international standards. The constitutional and legislative framdatoakpluralistic
parliamentary democracy is in placeAt the same time, despite progress, particularly in the area of legislation, soofllengesremain as

regards implementation

FreeElections and Representative Government
Free, fair and competitive elections

Under the Constitution, the parliament (National Assembly) is a unicameral body consisting of 240 MPs elected under a propaksystem.
Previous elections in the country were assessed as -Opemtieren and f a
Europe/Office for Democratic Institutions and Human Right® SCE/ODIHR)as well as by other competent international observers.

The existing legal framework is generally conducive to holding democratic elections, as assessed by the OSCE/ODIHR. Therlgst
parliamentary elections, which took place in March 2017, were positively assessed by OSCE/ODIHR. These were the secoathpatéiry
elections under a preferential voting system and, compared to the previous elections in 2014, the electorate was better méatabout the
system.

Separationof powers and effective checks and balances

Theconstitutional and legislative framework for a parliamentary democradyunderpinned by the separation of powers and checks and
balances in the political system, an independent legislature and well established procedures of legislative oversight ingpile=d domains of
decisionmakingd is in place in Bulgaria and in line with international and European standards.

Effectivepower to govern of elected officials

Bulgaria has established institutional, legal, and financial arrangements for elected officials to exercise effective poweptern, which are not
constrained by nordemocratic veto powers.

1. OSCE/ODIHR, Limited Election Observation Mission, Final Report, Early Parliamenta%EEEt@March 2017, Republic of Bulgaa, published on 30 June 2017. 20
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Civil Society, Media and Participation
Scaleand independence of civil society

There is a satisfactory legal framework for civil society organisations (CSOs). More than 14,000 civil CSOs are currensered with the
Central Registry of noiprofit legal entities acting in the public interest. More than 800 CSOs are registered in Bulgaria eyedr. The majority
have limited financial resources, and work in the areas of education, culture, and sport, with only few working on humairsrigbues.

There were significant regulatory developments in Bulgaria within the last few years. Following the September 2016 Amendawtof the Law
on Nonyprofit Legal Entities, major changes took effect in 2018 in the legal and regulatory framework under which CSOs fundtinder the
changes, all organisations must register with the Registry Agency of the Ministry of Justice alongside commercial entitiesedislation
significantly simplified registration and reporting activities.

Financialdependency has remained an obstacle for many CSOs. A large number of CSOs is extremely dependent upon grant financing and
unable to function in a sustainable manner outside the timetable of the grants received. At the same time, there have begots of public
rhetoric, opposing the work of some CSOs, from media outlets and political movements.

The right to form trade unions and their freedoms are enshrined in the law and respected in practice. The right to strikecsgnised by the
Labour Code.

Independence and pluralism of media operating without censorship

Bulgaria has a pluralistic media environment, which includes public and private broadcasters and which offers citizens a saitige of political
views. A legal framework is largely in place and in line with international standards. However, media ownership lacks tra@spa The latest
CVM report notes that such a situation affects the quality of public debate.

Television remains the predominant source of public information. Growth of internet access is increasing consistently;\t @en 55 per cent in
2012 to 67 per cent in 2018. Social media is playing an increasingly important role. In 2017, 56 per cent of Bulgarians wacéve Facebook
userscompared to 36 per cent in 20122

Multiple channels of civic and political participation

Multiple channels of civic and political participation are in place. The system of public consultations is largely in plalteough its rules are not
always enforced

2. Internet World Statshttps://www.internetworldstats.com

PUBLIC 21
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Freedom to form political parties and existence of organised opposition

The freedom to form political parties is guaranteed by the Constitution and implemented in practice, as highlighted by tistemce of a
significant and diverse opposition able to campaign freely and oppose government initiatives. 11 political parties, nineittoas and nine
independent candidates registered to compete in the last general elections. The current National Assembly considtgegparliamentary
groups, of whichthree are formally in opposition.

Ruleof Law and Access to Justice

Supremacy of the law

Necessary legislative and institutional safeguards for the supremacy of the law are in place. Citizens have the right eaird fair trial, and
are free from arbitrary arrest or detention. In the years preceding accession to the EU, Bulgaria made progress in aligajugiciary with
European standards and legislation. The work has continued since then and is annually assessed by the CVM.

Independenceof the judiciary

The independence of the judiciary is guaranteed by the Constitution and key safeguards are in place to ensure its impartihliges can be
dismissed only if they have committed a crime or become incapable of carrying out their duties. Their work is overseen bgdbpendent
Supreme Judicial Council (SJC). In 2017, a new SJC was elected, which was a key development with regards to a transparemritrbased

appointment process for judicial posts.

However the public perception of the independence of the judiciary remains low. The Parliamentary Assembly of the Council of E(RPARE)
expressed its concerns about the justice system in Bulgaria in its resolution 21882017.3

Governmentand citizens equally subject to the law
The Constitution guarantees the equality of all citizens before the law and it is generally upheld in practice. The Bulg@mdudsman may

intervene by the means envisaged by | aw, when citi zen sdateymumgdpals
bodies and public services

3.Resolution2188 of the Parliamentary Assembly of the Council o f  E urulecoplaw,in COunail of Eurdpeeneemioen L e g al
States: selected examples,d text adopteBPUBLIC 11 October 2017. 22
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Effectivepolicies and institutions to prevent corruption

The latest (2018) Transparency International Corruption Perception Index (CPI) ranked Bulgarfaotit of 180 countries, which is the lowest
position among El&ountries? At the end of 2017, the country adopted a comprehensive artorruption law, setting up a single antorruption
agency to tackle corruption among higlevel officials and to deal with issues such as conflicts of interest and declarationpsrsonal assets. The
agency is based on a merger of existing institutions and is now fully operational.

WhenBulgaria joined the EU in 2007, the EC established a Cooperation and Verification Mechanism (CVM) designed to help Bulddresa

the shortcomings in the area of the rule of law, focussing particularly on the fight against corruption. The CVM was inifalisaged to run for
three years. Following the 2019 report, its compl et itsam progsessfundera I
the mechani sm. I't considered that the countryds progr eagessiohtate b e
EU. Bulgaria will need to continue working consistently on translating the commitments reflected in the CVM report into etalegislation and

on continuedimplementation?

Accordingg o t he Counci | of Europeds Group of States against Codargelyt i
in place, with some room for improvement. In its Evaluation Report on corruption prevention in respect of members of parligmelges and
prosecutors, adopted in 2015, GRECO noted a number of shortcomings and issued 19 specific recommendations. In its compliapoe,

GRECO concludetthat the Bulgarian authorities implemented or partly implemented 18 of the recommendations in a satisfactory manfer.

Civil and Political Rights
Freedomof speech, information, religion, conscience, movement, association, assembly and private property

Overall civil and political rights continue to be reasaothamaa ights n
in the framework of the United Nations Universal Periodic Review (UPR) was adopted in 2015. The top two recommendationgidariB
included rights of the child (23.16 per cent) and minorities (22.63 per cent). Bulgaria supported 95.79 per cent of the recnendations made

in the course of the reviewprocess’

4. Transparency International, Corruption Perception Index 2018
5. EuropeanCommission, Report from the Commission to the European Parliament and the Council on progress in Bulgaria under the Coopexadi Verification Mechanism,
published on 22 October 2019.

6. Councilof Europe, GRECO, Fourth Evaluation Round, Corruption prevention in respect of members of parliament, judges and proseCatopdiance Report on Bulgaria, published
on 25 July 2017. PUBLIC 23
7. UnitedNations, Universal Periodic Review (UPR) Statistics
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Bulgaria is a signatory to major international human rights instruments. The Constitution guarantees basic freedoms andsrigfttitizens
recognised in international law. Freedom of speech, information, religion and conscience, movement, association and assaritherefore
fully guaranteed. Property rights are generally respected and protected.

Politicalinclusiveness for women, ethnic and other minorities

The Constitution provides for the right of individuals to sétfentification. However, it does not make a clear reference tohgtic minorities.
Furthermore, the Constitution prohibits the formation of political parties on an ethnic or religious basis. According taotirion of the Advisory
Committee on the Framework Convention for the Protection of National Minorities, the legislation prohibiting formation datigedlparties on
ethnic basis can lead to unwarranted limitations of thenights2 The OSCE/ODIHR Electoral Observation Mission recommended once again in
the last general elections that national minorities should be allowed to campaign in their mothengue?

Roma continue to face various problems and their general living conditions and level of inclusion is below average in thetigou

Thekey legislative elements for gender equality are in place in Bulgaria. Women are active at the grassroots level and hawe bida-profile
representatives at the national level. The share of women in the national parliament has remained at the same levels aftelabt general
elections (25.8 per cen}.1® More than one fourth of the members of the current Bulgarian cabinet (ministerial level) are women. On average
women in Bulgaria earn less than men with equal level of professional qualifications. According to Eurostat, in Bulgariggheer pay gap
stands at 13.6 per cent; below the EU average at 16 peent.!

Freedomfrom harassment, intimidation and torture
Constitutionalguarantees against harassment, intimidation, and torture are in place and are largely upheld in practice.

Adel egation of the Council of Europeds European Commi tt eensiment t
(CPT) carried out a periodic visit to Bulgaria from 25 September to 6 October 2017 to review the measures taken by the Bartgauthorities in
response to the recommendations made by the Committee after previous visits. The Committee acknowledged measures taken Bulharian
authorities, while at the same time it made some additional recommendations on safeguards againgtdhtment in detentionfacilities.12

8. AdvisoryCommittee, Council of Europe Framework Convention for Protection of National Minorities, Third opinion on Bulgaria, 30QiLdy 2
9. OSCE/ODIHR.imited Election Observation Mission, Final Report, Early Parliamentary Elect®d@6 March 2017, Republic of Bulgaria, pubséhed on 30 June 2017.
10. Inter-ParliamentaryUnion (IPU) Statistics

11. EuropeanCommission, Eurostat (2017), Gender pay gap statistics, availablettps://ec.europa.eu/eurostat/statistics -explained/index.php/Gender_pay_gap_statistics
12. Councilof Europe, European Committee for the Prevention of Torture and Inhuman oregrafling Treatment or Punishment (CPT), Refharivisit to Bulgaria from 25 September 24
to 6 October 2017, published on 4 May 2018.
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