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This information paper was created with the purpose to provide investors and decision makers with

knowledge and a decision making base about the chances of

Bulgaria facts:

Area: total 110,910 km2 or 42,823 sq mi

Population: 2009 estimate 7,576,751= density 68.5/km2 or 168/sq mi
GDP: $90.763 billion (2010 estimate)

GDP by sector: Agriculture (7.5%), Industry (27.6%),

Services (64.9%) (2009 est.)

Main industries: Electricity, gas and water; food, beverages and
tobacco; machinery and equipment, base metals, chemical products,
coke, refined petroleum

Inflation (CPI): 1.6% (2009) / Unemployment: 9.1% (2009 est.)
Government: Parliamentary democracy

During general elections in July 2009, the centre-right GERB party

photovoltaic installations in Bulgaria.
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Location of Bulgaria in the EU and in the world

led by Boiko Borisov was the winner, defeating incumbent Sergei Stanishev who had failed to crack down on

corruption and organized crime during his four years in office.
EU accession: 1 January 2007 / Currency: BGN Leva (pegged to EUR/

PV in Europe(MWp)

1€=1.95583 Leva

Cumulated photovoltaic capacity in the European Union countries at the end of 2009 and 2010* {in MWp)

2009 2010

Ré;ea_u Hors résea_u Total Résealu Hors résea_u Total

On-grid Off-grid on-grid Off-grid
Germany 9 914,000 45,000 9 959,000 17 320,000 50,000 17 370,000
Spain 3 418,000 20,081 3438,081 3787,000 21,081 3 808,081
Italy 1 144,000 13,400 1157,400 3 465,000 13,500 3 478,500
Czech Rep. 462,920 0,400 463,320 1952,700 0,400 1953,100
France 306,000 29,200 335,200 1025,000 29,346 1054,346
Belgium 573,979 0,053 574,032 787,404 0,053 787,457
Greece 48,200 6,800 55,000 198,500 6,900 205,400
Slovakla 0,162 0,030 0,192 143,729 0,080 143,809
Portugal 99,194 3,000 102,194 127,739 3,100 130,839
Austria 48,991 3,605 52,596 98,991 3,605 102,596
Metherlands 62,507 5,000 67,507 91,900 5,000 96,900
United Kingdom 27,845 1745 29,590 72,845 2,000 74,845
Slovenia 8,904 0,100 9,004 36,236 0,100 36,336
Luxembourg 26,357 0,000 26,357 27,273 0,000 27,173
Bulgaria 5,660 0,040 5,700 17,200 0,040 17,240
Sweden 3,595 5,169 8,764 £,595 L,469 10,064
Finland 0,170 7,479 7,649 0,170 9,479 9,649
Denmark 4,025 0,540 4,565 6,325 0,740 7,065
Cyprus 2,605 0,633 3,328 5,564 0,682 6,246
Romania 0,230 0,410 0,640 1,330 0,610 1,940
Poland 0,300 1,080 1,380 0,450 1,300 1750
Hungary 0,450 0,200 0,650 1,500 0,250 1,750
Malta 1,527 0,000 1,527 1,670 0,000 1670
Ireland 0,100 0,510 0,610 0,100 0,510 0,610
Lithuania 0,000 0,070 0,070 0,020 0,080 0,100
Estonia 0,000 0,050 0,050 0,000 0,080 0,080
Latvia 0,003 0,005 0,008 0,003 0,005 0,008
Total EU 27 16 159,8 144,6 16 304,4 29173,2 154,4 29327,7
*Estimation. Estimate. Les de sont separees par une virgule. Dectmals are written with o comma. Source - Eurobserv'ER 2011.
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Bulgaria is both, bridge between Asia and Europe and gateway to the eastern countries. The Bulgarian

energy market was deregulated in 2007 and energy can be produced and sold under this new,
democratic energy law. Overview of legal framework:

Overview of support system:

In Bulgaria, electricity from renewable sources is mainly promoted through a feed-in tariff. Producers of
electricity from renewable sources are contractually entitled against the grid operator to the purchase
and payment of electricity at a guaranteed price. The feed-in tariff may not be received on top of other
incentives.

Overview of grid issues:

In Bulgaria, the connection of renewable energy systems to the grid is subject to the provisions of the
general legislation on energy. Renewable energy is not given priority access. System operators are
contractually entitled to have their electricity dispatched by the grid operator. The grid operators are
obliged to upgrade and expand their grids if the upgrade or expansion is required to connect a system.

Feed-in tariff:

Roof-top and facade-integrated systems: up to 30 kWp: €ct 30.91 per kWh (
30 —200 kWp: € 30.45ct per kWh (
200 — 1,000 kWp: €ct 29.83 per kWh (
Other systems:

up to 30 kWp: €ct 29.42 per kWh (
30 —200 kWp: €ct 28.96 per kWh (
more than 200 kWp: €ct 24.83 per kWh (
Degression:

The tariffs are revised and set by the regulatory authority for energy on 30 June every year. The rule that
the feed-in tariffs may not be reduced by more than 5% per year (introduced on 03.05.2011) was
abolished by an amendment to the RESBA. In pursuance of the amendment, the feed-in tariff may not be
changed during the entire term of the subsidy agreement. The feed-in tariff applicable is the one in force
on the date on which the plant/system was put into operation.

Procedure:

The distribution grid operators are statutorily obligated to conclude purchase agreements with the
operators of renewable energy systems (obligation to conclude a contract). In pursuance of the
agreement concluded, the system operator is contractually entitled to payment for his electricity (art. 18
par. 1item 1, § 7 par. 1 Transitional and Final Provisions RESBA).

Competent authority:
Bulgarian regulatory commission is the “DKER” (http://www.dker.bg/index_en.htm )
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The important utility companies in Bulgaria and their market shares:
NEK ( National Electric Company ) 14%

EVN AG ( south west Bulgaria ) 30%
CEZ a.s. ( west Bulgaria ) 34%
EON AG ( south east Bulgaria ) 22%

Bulgaria has grid connections with all neighbor countries and a transmission capacity of approx. 9 billion
KWh per year. Total production is approx. 45.500 GWh. Energy import is approx. 1.140 GWh and energy
export is approx. 8.900 GWh.

Mix of energy in Bulgaria (2008)
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Key factors for photovoltaic investments in Bulgaria:

V  New RES law effective since 3" of May 2011

V 20 year contract

V Utility company is obliged to purchase the PV-energy

V Political uncertainties in Spain and Italy

V Heavily declining in-feed tariffs in Western European countries

V Lower construction costs than in Western European countries

V Lower prices for land ( purchase / lease ) than in Western European countries

V Low income and local business taxes ( 10% flat tax for companies )

V The Bulgarian government wants to play a central role in the
energy production industry of Eastern Europe

V 4 nuclear plants already shut down, more to follow

V Ratification of the Kyoto protocol with target -8% CO2 emissions

V Government decision to focus on renewable energies
(2020 ~ 16%, 2010 ~ 10%, 2007 was <8% )

V Quicker decision procedures for permits and speedier realization of
installations than in Western European countries

V Lower license and permit fees than in Western European countries

V Entire project processes much clearer and slim defined by
Bulgarian law compared to Spain and Italy for example.

V EU support / EU funding
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Approval process of a photovoltaic project in Bulgaria:

1] Purchase or lease of land / pre-contract

2] The environmental study and report

3] The project approval at the town hall

4] Reclassification of the land / if needed

5] Request and statement from utility company for the conditions and possibility of grid connection
6] Detailed engineering project(plans by investor and adapted by local building code)

7] Indicative contract with utility company

8] The building license

9] Direct to construction stage. Finalization of construction works for the solar park.

10] The definitive contract with utility company

11] Perform 72-hours technical trials of the solar park and obtaining an operations permit (act 16)

12] Grid connection
13] Request and sign of the final power purchase contract and access to the grid and PPA
14] ON GRID and producing energy

Solar irradiation map

Photovoltaic Solar Electricity Potential in European Countries
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KMNR services:

KMNR and its experienced, local partners and lawyers offer you full control and management of all
activities in implementing the investment project for setup a photovoltaic installation in Bulgaria.

Services include identification of suitable plots with capacity to the grid, negotiations, checking of
documentation, preparation of the notary deals, project design, preliminary and final contracts, delivery
and mounting of components, 72-hour test period —turn key delivery.

Also KMNR and its local partners and lawyers offer setup of companies, tax and legal advice.
KMNR and its consulting partners in Bulgaria, Spain, Germany, Italy, South Africa and other countries will

be more than happy to assist you in all aspects of help and advice you may need. Please do not hesitate
to contact us or our consulting partners.

Investors advantages at a glance:
Estimates for Bulgarian rural plots are at a bargain price,

<

compared with other EU countries
The solar irradiation is way higher than in Germany and comparable to mid Italy
Bulgarian energy law established in-feed tariffs which belong to the highest in Europe
Low income and local business taxes (10%)
Opportunity to invest with solid chance of high yield
Be one of the first in a strong future market place
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Short and quick decision lines

KMNR OOD Headquarter, 1000 Sofia, Bulgaria
28, Todor Aleksandrov Blvd., 5th floor
Trade register no.: UIN 200403284
info@kmnr.eu -- http://www.kmnr.eu

Disclaimer:

Even we used highest possible care while gathering the information we cannot guarantee that all provided data are bullet-proof.
Also we cannot take liability on errors, mistakes and literal errors. This information solely has informative character without
claims of completeness. Also we abstain from a list of references to keep this paper short. Parts of these info is takes from:
http://www.res-legal.de/index.php?id=1&L=1, http://www.eurobserv-er.org and http://re.jrc.ec.europa.eu/pvgis
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