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SMAFIN PROJECT
The overall aim of SMAFIN is to generate permanent discussion forums on
energy efficiency investment topics and to establish them in the four
participating countries - Bulgaria, Croatia, Greece, and Romania - by highly
engaging stakeholders of governmental, financing, enterprise, and academic
sectors and other complementary sectors as think tanks, media, etc. The
forums will examine and exploit existing best practices, develop strategies,
action plans, and recommendations for improvements in the national policy
frameworks and follow their implementation. Having as a reference point the
Sustainable Energy Investment Forums (SEIF), SMAFIN main focus is the solid
stakeholder engagement, not just their involvement, and it is mainly
structured to strengthen engagement with all possible stakeholders and build
effective collaboration in energy-smart financing initiatives.
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Note
This factsheet 'Energy Efficiency Investments in Bulgaria. Policy Analysis
and Market Assessment' presents a summary of the findings as presented in
the reports (deliverables) prepared under Work Package 2.
Disclaimer
The sole responsibility for the content of this factsheet lies with the authors. It
does not necessarily reflect the opinion of the European Union. Neither the
CINEA, nor the European Commission, is responsible for any use that may be
made of the information contained therein.

1
BULGARIA COUNTRY REPORT
Policy making is a repetitive process and as unlocking private financing for energy
efficiency investments is still a challenge that many countries face, the continuation
of the dialogue between decision-makers and various private and public institutions
is essential for new policy and financial instruments to be holistically designed, as
well as to redesign the existing instruments. Country reports can be utilised in the
dialogue between stakeholders, as they are a derivative of findings for each country
that cover energy efficiency framework and explore relevant initiatives to build on
them.

2
MARKET CONTEXT OVERVIEW
The predominant source of funding in the country comes through the European
programmes, where municipalities and corporate clients can apply for up to 100%
grant subsidies. Active instruments for market development are the operational
programmes, such as the OP "Regions in Growth" providing funding to both the 39
large municipalities and the 28 smaller municipalities in the peripheral regions.
Funds to support SMEs’ projects to increase the energy efficiency in industry and
industry buildings have been provided in recent years under OP "Competitiveness
of the Bulgarian economy".
The National Trust EcoFund manages funds provided by the state budget, and the
percentage of grants is significantly reduced for individual projects, which is a niche
market for other market participants. Commercial banks provide loans on
preferential terms, however currently, there are almost no such loans with small
exceptions (Unicredit Bulbank, ProCredit). As the only specialised instrument in the
country, the Energy Efficiency Renewable Sources Fund (EERSF) offers a number of
products that have the potential to positively influence the market in the presence
of appropriate political and economic conditions, such as the purchase of
receivables from ESCO projects, credit guarantees and others. The joint financing of
energy efficiency projects with EU and budget funds and programmes also
represents a promising market niche.
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One of the main challenges related to the residential building stock in the country is
the poor state of the prefabricated multi-family buildings dating from the
communist era - with energy consumption at least twice as high as buildings built
to current standards. In addition, unlike most of the European countries, the tenants
own the individual apartments in these buildings, which adds to the barriers in
achieving deep retrofitting together with a lack of political will to enforce the
obligations to owners.
In 2015 Bulgaria launched a National Programme for Energy Efficiency in MultiFamily Buildings with a total budget of EUR 1bn. It provided a 100% grant for
building renovation targeting initially the prefabricated multifamily residential
buildings. In 2016, the programme was expanded to include other residential
buildings as well. As a result of this programme, more than 2.000 buildings were or
are being renovated, out of more than 5.000 applications. The renovated buildings
correspond to 11,4 million m2 of floor area, close to 150.000
apartments with more than 340.000 residents¹.
To achieve the target for decarbonisation and high energy efficiency of building
stock, the Long-Term Renovation Strategy (LTRS)² has a strong focus on residential
buildings. The ambitious investment scope of over EUR 27 billion set in the new
LTRS, contributes to the decarbonisation of the building stock until 2050 by
targeting specific energy savings of close to 80%. This will of course require a new
approach to financing, as the inefficient 100% grant practice would be gradually
transformed towards an increasing co-financing by the homeowners, while at the
same time trying to preserve and even increase the speed and scope of the
renovation.
On the other hand, the ongoing political debate revolves around supporting the
outdated mode of financing based on a 100% grant for the investments from the
National Recovery and Resilience Plan (NRRP)³. The versions of the plan that have
been publicly available so far, still lack sufficient clarity regarding the needed
reforms in the field of energy efficiency financing, boosting energy efficiency
investments, and mobilising private finance. In the plan’s 2nd pillar 2.B.1. Lowcarbon economy, the following investment components are envisaged:
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FIGURE 1: ALLOCATION OF FUNDS PER STRATEGIC COMPONENT IN NRRP
SOURCE: EnEffect

With respect to public buildings, as stated in the National Energy Efficiency Action
Plan 2014-2020, measures are being implemented to renovate public buildings used
by the central government, regional administrations, and other public bodies. The
building stock targeted by these measures is composed of 2.329 buildings.
However, only 662 of these buildings have energy performance certificates (EPCs)
and only 150 buildings meet the minimum energy requirements. At the same time,
the renovation of this building stock is expected to produce substantial savings,
rendering a wide potential from the renovation of public buildings⁴.
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3
ENERGY EFFICIENCY MARKET IN BULGARIA
2020-2021 is a period that will be remembered with the COVID-19 pandemic and the
economic downturn. In 2020, the market for energy efficiency projects also suffered
a significant loss in its activity, mainly funded through grants under the operational
programmes. Only universities and hospitals exempt from these programmes
continued to implement energy efficiency (EE) renovation projects of the training
base and the dormitory base through direct funding and ESCOs, which is an
indisputable positive development on the market.
The reforms and investments agenda laid out in the NRRP’s versions so far envision
a dedicated Energy Efficiency programme for the renovation of the building stock,
with a scope of both residential and public buildings, which, together with the
planned establishment of a National Decarbonisation Fund will be the crucial
elements to determine the market dynamics in the next period.
However, as pointed out, there is a big dependence of public and private spending
on EU structural and investment funds in all other sectors – public and tertiary
buildings, public infrastructure, and transport, should be steered to better utilisation
of the leverage potential of EU resources. In this regard, the efficient application of
the Energy Efficiency Obligation Scheme (Art.7/EED), which in Bulgaria is
specifically designed to promote ESCOs development, would be particularly
important.
Regarding the deep energy renovation of buildings, the minimum energy class C,
required so far by both the operational programmes and the National Programme
for Energy Efficiency of Multifamily Residential Buildings, did not allow for the
implementation of such projects. However, with the imposition of the ambitious
goals of the LTRS and the requirements for achieving classes A and B in the various
components of the NRRP, a significant improvement in the quality and depth of
building renovation projects is expected. Of course, this implies additional efforts for
the training and qualification of construction specialists.
Suggestions for further developing energy efficiency market were also discussed
during SEIF and SMAFIN roundtables that took place in 2020 and 2021 and the
following conclusions were reached:
▪ The foreseen resources for the renovation of the building stock in the Recovery
and Resilience Plan can be sufficient only if the practice of 100% grant
financing is suspended.
▪ “Lowest price” criterion is still the main engine of energy efficiency projects
and must be overcome.
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▪ A dialogue with the financial institutions and project developers is needed in
order to adapt their framework.
▪ Individual and specialised funds can lead the process of making energy
efficiency investible.
▪ The energy transition needs marketing, which should go along with advocacy
and awareness-raising to create demand on a local level.
▪ Energy poverty should be recognised on the political agenda.
▪ ESCOs should be more involved in managing and maintaining the buildings
after the construction works are completed.
▪ An effective mechanism to engage Bulgarian commercial banks is needed.
▪ A wide range of market actors (municipalities, engineers and architects’
chambers, facility management associations, civil society, and the media) are
not strongly involved in building renovation.
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4
SMAFIN CONSORTIUM OVERVIEW
With the EU’s efforts to place energy efficiency at the heart of its strategy to
become the first climate-neutral continent by 2050, SMAFIN countries are tapping
energy efficiency potential and using the EU funds to finance energy efficiency
investments and increase energy savings.
However, energy efficiency subsidies differ from market to market and can distort
the perception and involvement of the beneficiaries, mainly in the buildings sector.
The number of incentives varies between countries as shown in the figure below.
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FIGURE 2: PER CAPITA SUBSIDIES FOR EE IN THE COUNTRIES OF THE SMAFIN CONSORTIUM
SOURCE: TRINOMICS REPORT ⁵
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Among the beneficiaries of the EE investments and clients for the FIs, the industrial
sector seems to be more committed, trustworthy, and financially capable than
municipal or residential clients. Companies’ expenditure on the energy efficiency of
their total investment in 2019 was between 10% (Croatia, Greece, Romania) and 16%
(Bulgaria)⁶.
On the other hand, the ESCO market is experiencing lower development rates in all
four countries due to difficulties with accessing equity and debt for long-term
growth, short-term financing for project implementation, and long-term financing
for the performance period. A combination of ESCO with grant financing can be a
successful approach for certain projects but is rarely applied.
The ESCO market in Croatia is still quite small and the projects financed by using
the energy service model are mostly in the public lighting sector. However, Croatia’s
ESCO market remains one of the most developed within countries of the SMAFIN
consortium. The recent JRC report⁷ gives the following evaluation of the EPC
markets across SMAFIN consortium countries:

2017 - 2019

Expectations 2020 -2023

Bulgaria

Small but developing

Reverse negative trend

Croatia

Mature and developing

Maintain growth

Greece

Preliminary market

Market may take-off

Romania

Non-existent

Not expected to take-off

TABLE 1: EVALUATION OF THE EPC MARKET ACROSS SMAFIN CONSORTIUM

Stakeholders in all four SMAFIN countries share the conviction that for the EE
projects market to flourish, collaborative actions along the entire value-chain have
to be carried out – from the project planning stage up to the monitoring phase,
using verification and standardisation tools and protocols, while additional efforts
are put towards efficient communication and large-scale behaviour change
campaigns focused on the application of alternative financing instruments with a
reduced grant component, transitioning to market-based financing.
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