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Bulgaria overview

= Key Facts on Bulgaria

Territory: 110,996.71 sqg. km

Capital: Sofia (2024 - population 1.21 million)

Population (2024): 6.44 million (1.4% of EU population)

Nominal GDP (2024)*: EUR 103.721 billion (BGN 202.861 billion); 2.8% real GDP growth year-on-year

Currency: Lev (BGN), fixed to Euro since 1999

Exchange rate: EUR/BGN: 1.95583 placksea
Credit ratings: Baa1l (Stable) by Moody’s, BBB+ (Stable) by S&P and BBB+ (Stable) by Fitch

f%lr iie;taNzZnt%r;aler_g;saetrlvstgitsolr’:srz;grtftrggstg cgg;o?;agog,ﬁre according to the NSI data as at 7 March 2025; 2 Bulgaria maintains a currency board arrangement pursuant to which the exchange rate for F

the Lev has been fixed to the Deutsche Mark since 1 July 1997 and subsequently to the Euro since 1 January 1999. On 1 January 2026 Bulgaria will start using Euro currency

= EU members

= Recent Key Dates

10 July 2020 - Decision 27 October 2024
Became a on inclusion of Parliamentary elections 16 January 2025
Member of the Introduced Signed the EU New Public Finance Bulgarian lev in ERM Il held and 515t parliament a new Government
UN @@“ currency board Treaty of Accession Act enforced was taken started its mandate was formed
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Joined IMF and Joined NATO Joined the EU 29 June 2018 - Readiness Roadmap for 1 January 2025 8 July 2025 the ECOFIN
IBRD to join ERM Il and Bank Bulgaria Bulgaria fully joined approved the accession
Union expressed accession to Schengen area of Bulgaria to the euro

the OECD area on 1 January 2026
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Bulgaria on the road to OECD membership

Roadmap for Bulgaria's accession to the OECD

= The Ministry of Finance is a leading institution and participates on behalf of Bulgaria in a
number of OECD committees and working formats:

— Committee on Fiscal Affairs;

— Committee on Financial Markets;

— Insurance and Private Pensions Committee;

— Economic and Development Review Committee;
— Economic Policy Committee;

— International Network on Financial Education;

— Senior Budget Officials Committee.

= The Ministry of Finance regularly participates with its representatives in the annual meetings of
the OECD Senior Budget Officials Committee as well as of:

— the SBO Regional Network for Central, Eastern and South-Eastern Europe;
— the SBO Performance and Results Network.



Main macroeconomic indicators
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= Economic growth —
sustainable levels after
the decline in 2020 due
to the Covid-19

outbreak.

Labour market indicators
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= Labour Market -
persistently low
unemployment rates.

Contributions to Annual HICP Inflation
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= Inflation - downward
trend after 2022 to
levels meeting the
requirements to join the
euro area.



Budget balance — Consolidated Fiscal Program
(cash basis) and General Government

Prudent fiscal policy and budgeta ry fon:?lide:ed :udget. BaIaEnscf ;I::(t)ional methodology) and GG Net
discipline in the pre-COVID-19 years; encing/Net Borrowing { ’

. M Cash basis Accrual basis
Fiscal consolidation in the post-COVID-19 ooreRn
years, in compliance with the fiscal rules in o 020 202l 02e 2023 2024 20F
national and European legislation; I
The deficit under the consolidated fiscal » -
program (cash-based) is 3% of GDP for °
2024 and should remain within these limits
also in 2025 and 2026; o a
The General government deficit for 2024
Is 3% of GDP and in the medium term is 39,

projected to remain within the fiscal rules
and restrictions of the European and
national legislation. 4%
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Revenue and Tax Policy

Bulgarian tax system is characterized by low levels of direct taxes (a flat rate of 10% of
personal income tax and corporate tax excluding the taxation of transnational
corporations) and a single rate of value added tax with some exceptions.

Tax policy is aimed at:

— improving revenue collection;

— preventing the possibility of tax evasion and non-payment of taxes and social security
contributions;

— reducing administrative burdens and costs for businesses and citizens;
— supporting the functioning of the EU single market;

— the successful digital transformation of Europe's society and economy;
— tackling climate change and protecting the environment;

— enhancing inter-institutional cooperation, coordination and effective exchange of
information both at national level and at EU and third-country level.



Expenditure Policies

Spending policies — formed on the basis of decisions taken in recent years (discretionary
measures) and changes in legislation

Changes in expenditure structure:

Income policy in the budgetary sphere - horizontal measures and mechanisms for wage
formation of employees in certain sectors;

Changes in pension policy — temporary and permanent measures, rules for updating and
Indexation pensions;

Investment policy — capital budgeting.



Government Debt -
Government Debt (excl. GGD)
Rece n t D eve I O p m e n ts B Government Debt, national methodology

(% of GDP) Consolidated General Government Debt, ESA 2010
30%

= Bulgaria's public debt-to-GDP ratio remains well

below the Maastricht threshold of 60%.
20%

=  According to the latest Eurostat data, Bulgaria’s
general government gross debt-to-GDP ratio (ESA
2010) at the end of the first quarter of 2025 was the
lowest in Bulgaria at 23.9%, followed by Estonia at o
24.1%, with average levels in the EU at 81.8% and 2021 2022 2033 2024 2035 Est.
the euro area at 88%, respectively. For 2024,
Bulgaria ranks second — 24.1% after Estonia —
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= As of end-December 2024, government debt pebt cellings State Budget Act  Execution  State Budget Act
(national methodology) stood at BGN 47.4 billion _
(EUR 24.2 billion) or 23.4% of GDP, compared to e anount of BeNbm 480 44 oL
BGN 40.5 billion (EUR 20.7 billion) or 21.9% of GDP debt at the end of the year  (EUR bn) 24.6 24.2 315
as Of end-2023. Maximum amount of new (BGN bn) 11.7 10.2 18.9

(gross) debt that can be

=  As of end-August 2025, government debt reduced (EUR bn) 6.0 5.5 9.7
(according to a national methodology) stood at Maximum amount of new (8GN bn) 45 0.34 6.8
BGN 61.0 billion (EUR 31.2 billion), or 27.9% of et eurby 23 018 s

projected GDP.



Institutional Framework of Public Finances

National Assembly;
Council of Ministers;
Ministry of Finance;
National Audit Office;
Fiscal Council;

First-level spending units.



Legal Framework of Public Finances

Constitution of the Republic of Bulgaria;
Social Insurance Code;

Tax and Social Insurance Procedure Code;
Health Insurance Act;

Tax Acts — Personal Income Tax Act, Corporate Income Tax Act, Value Added Tax Act, Excise
Duties and Tax Warehouses Act, Customs Act, etc.;

Public Finance Act - requlates the budgetary framework and the general structure of public
finances;

Fiscal Council and Automatic Corrective Mechanisms Act;
Government Debt Act;

Annual Budget Acts - State Budget Act, State Social Insurance Budget Act, National Health
Insurance Fund Budget Act;

Rules of Organization and Activities of the National Assembly;
Rules of procedure of the Council of Ministers and its administration;
Others.
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Strategic Framework

= National Development Program: Bulgaria 2030:
— aframework strategic document of the highest order in the hierarchy of national program documents;
— sets out the vision and general objectives of development policies in all sectors of state governance, incl. their
territorial dimensions;
— government intentions are grouped into five development areas (axes) and 13 national priorities are set in line
with the UN Sustainable Development Goals.

=  Strategic documents at national and sectoral level:
— government's program covering the period of its mandate
— medium- and long-term strategies and action plans for their implementation
— Medium-Term Budget Forecast

= A reformed EU economic governance framework:

— national medium-term fiscal-structural plan - spells out the vision for fiscal policy, structural reforms and
investments of our country over the next four years, necessary for the promotion of sound public finances and
the achievement of sustainable and inclusive growth;

— annual progress report to monitor the progress made in implementing the commitments set out in the fiscal-
structural plan and to address the country-specific recommendations received annually within the European
Semester;

— these two documents since 2025 replace the previous National Reform Program and Convergence Program.

1



Organic Budget Law

The adopted in 2013 Public Finance Act is in line
with the requirements of Directive 85/2011 on
budgetary frameworks and regulates all aspects
of the budgetary framework:

— defines the roles and responsibilities of the
participants in the budgetary process;

— defines fiscal rules;

— defines the structure of budgets — state budgets and
municipal budgets;

— determines budgetary relations between the state
budget and the other budgets included in the
consolidated fiscal program;

— defines financial relations with the EU and other
international programs and treaties;

— sets out the procedures for the drafting, adoption,
execution and reporting of budgets;

— regulates the banking services of budgetary
organizations and the single account system, as well
as the centralized payment of social security
contributions, taxes and other public receivables;

— sets up budgetary accounting.

Proposals for amendments to the Public Finance
Act are related to the need to align national
legislation with the reformed economic
governance framework of the European Union
(Council Directive 2024/1265, Council Regulation
2024/1263, Council Regulation 2024/1264).

With regard to Bulgaria’'s membership in the
euro area from 1 January 2026, changes in
national legislation related to the implementation of
Requlation (EU) No 473/2013 on common
provisions for monitoring and assessing draft
budgetary plans to ensure the correction of
excessive deficit of the Member States in the euro
area are also envisaged.
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Fiscal Rules

At present, the Public Finance Act regulates the existence of fiscal rules and constraints both according

to a national methodology (consolidated fiscal program — cash basis) and according to ESA 2010
(General government sector).

Separately, there are fiscal rules for municipalities, social security funds and other autonomous
budgets.

Fiscal rules for General government:
— General government deficit on an annual basis — may not exceed 3 per cent of GDP;
— Annual expenditure growth — should not exceed the reference potential GDP growth;

— Nominal amount of general government debt at the end of each year — may not exceed 60% of
GDP.

Consolidated fiscal program fiscal rules (cash basis):

— Annual budget deficit under the consolidated fiscal program (cash basis) — may not exceed 3%
of GDP;

— Maximum amount of expenditures under the consolidated fiscal program (excluding
expenditures under EU funds accounts and other international programs and contracts, incl. related
national co-financing) — may not exceed 40% of GDP.

13



Fiscal Rules

In the course of the preparation of the amendments to the Public Finance Act, a
streamlining of the fiscal rules in view of the need for their compliance with the
revised economic governance framework of the EU is also discussed.

A single operational monitoring indicator — net expenditure growth — is introduced.

The so-called Maastricht criteria (acceptable deficit of 3% of GDP and debt of 60% of GDP)
are maintained.

An escape clause is introduced for expenditures related to defense investments.

14



The current budgetary procedure is:

— synchronised and in line with the timelines
and procedures of the enhanced economic
policy coordination mechanism, the
European Semester;

— provides sustainability and consistency of
processes and procedures for the allocation
and management of financial resources;

— includes all institutional units that fall
within the scope of General government.

The budgetary procedure consists of two stages:

The first stage covers the preparation of the
spring macroeconomic forecast and the
medium-term budgetary forecast, approved
by the Council of Ministers on the basis of the
same assumptions and parameters as the
national medium-term fiscal-structural plan and

Budget Planning — Budget Procedure/Calendar

the annual progress report (Convergence
Program and the National Reform Program
until 2024) - April of the relevant year;

At the second stage of the budget procedure,
the autumn macroeconomic forecast is
developed and on its basis the draft State
Budget Law and the Updated Medium-Term
Budget Forecast which represents motives to
it are drafted, approved by the Council of
Ministers and submitted to the National
Assembly together with the program budgets
of the first-level spending units, applying a
program budget format.

After the adoption of the State Budget Act
by the National Assembly, the Council of
Ministers shall adopt a decree for its
Implementation.
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Budget Planning — Budget Documents

=  The Medium-Term Budget Forecast / its update is the government’s main medium-term budget document,
which contains:

government policy priorities and the underlying assumptions for their development;
fiscal and budgetary policy objectives;
projections of all main expenditure and revenue indicators of General government;

information on the total impact of legal state and/or municipal entities on the General government balance
and consolidated debt;

information on contingent liabilities;
expenditure ceilings and/or budget relations by first-level spending units in the medium term;

=  The basis for the preparation of the Medium-Term Budget Forecast / its update are:

the most recent macroeconomic forecast;

the fiscal objectives, policies and expenditure ceilings and/or budgetary relations;

an assessment of the direct impact of the envisaged policies on the long-term sustainability of public finances;
the budget forecasts of the first-level spending units and their assessments by the Ministry of Finance;
forecasts and assessments of central government, social security funds and local government debt.
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Program and Result-oriented Budgeting

= The development of program and result-oriented

budgeting in the country started as early as 2002
with several pilot ministries. All first-level spending
units under the state budget are currently covered
by the system. The Ministry of Finance provides
methodological guidance on the application of the
program budgeting approach.

The structure of the program budget format
generally consists of a budget organization’s mission,
vision of organizational development and capacity,
policy areas/functional areas, strategic and
operational objectives, benefits/effects for society
of the policy implemented and/or expected results
for the functional area, interaction with other
institutions and performance indicators with target
values.

Budget programs shall include program objectives,
provided under the program products/services,
activities for the delivery of the products/services,
responsibility for program implementation and
program performance indicators with target values.
The expenditures under the budget programs with
a source of financing both the state budget and
accounts for EU funds and other sources are
presented. Expenditure is generally subdivided into
departmental (personnel, maintenance and capital)
and administered (directed towards external for
the budget organization beneficiaries).

In the last years, the first-level spending units have
identified key indicators to show the degree of
implementation of the policies implemented which
are included in the government’s medium-term
budgetary documents (Medium-Term Budget
Forecast and its update).
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Budgetary Planning — Perspectives

= Discussions are ongoing on amendments to the Public Finance Act as regards budgetary

documents with a view to aligning it with the reformed economic governance framework
In the EU.

= For the medium-term budgetary forecast:
— extending the time horizon of the medium-term budgetary forecast from 3 to 4 years;

— compliance of the projected fiscal parameters, assumptions and policies with those set
out in the national medium-term fiscal-structural plan for the years covered by the
plan, and the remaining years - indicatively under unchanged policies and legislation in
force;

— compliance with the expenditure ceilings set for the respective budgets under
unchanged policies in order to ensure sustainability;

— optimizing the content of the Medium-Term Budget Forecast.

= Determine the documents, procedures and applicable methodology for capital budgeting
within the budgetary process following the implementation of a project with the advisory
support of the OECD.

18



Bulgaria’s
post-ERM I
commitments
towards
Eurozone entry

10 JULY 2020

Inclusion of the Bulgarian
Lev in the ERM I

17 SEP 2020

Approved Action Plan with
post-entry reforms

Policy area 1

Non-banking Financial Sector

Commitment

(i) Implementation and reporting of the Financial
Supervision Commission’s supervisory plan from
August 2019, agreed with EIOPA

(ii) Strengthen the capacity of insurance and social
insurance supervision with provision of trainings.
(iii) Ensure the efficient governance of the
supervisory authority, including by timely filling
open positions in their governing boards.

Policy area 3

Insolvency Framework

Commitment

(i) legislative amendments,

(i) organisational change,

(iii) training programs for insolvency practitioners
and judges,

(iv) specialised electronic tools within insolvency
and restructuring;

(v) development and introduction of manuals,
codes, templates and guidelines,

(vi) statistical data collection and publicity, and

(vii) any other amendments or actions necessary to
ensure the full transposition of Directive 2019/1023
in accordance with the applicable transposition
deadlines.

Policy area 5

Policy area 2

State Owned Enterprises

Commitment

(i) Develop a state ownership policy;

(ii) bring the composition of the boards of public
enterprises in compliance with the selection procedures set
out in the Law;

(iii) undertake an analysis of the activities of state
enterprises established by special laws and submit it to the
Council of Ministers;

(iv) prepare and approve annual aggregate reporting on

the performance of state public enterprises.

Policy area 4

Anti-money Laundering Framework

Commitment to

(i) enhance the capacity and capability of the supervisory 1 JAN 2026
authorities to mitigate risks of money laundering and

increase application of the anti-money laundering Euro area .
framework by obliged entities; Membershi P

(i) enhance the capacity and analytical capabilities of the
Financial Intelligence Unit to make better use of suspicious
transaction reports and increase the use of financial
intelligence by competent authorities;

(iii) draw up an action plan to follow up on the risks
identified in its national risk assessment and

(iv) complement its national risk assessment with an analysis
of risks linked to virtual assets and general risks emanating
from the citizenship schemes.

Removing the legal incompatibilities identified in the ECB and EC 2020 Convergence

Measure

Amendments in the relevant Bulgarian legislative acts to remove the legal incompatibilities identified in the ECB
and the European Commission 2020 Convergence reports
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Maastricht criteria for euro area accession

= At least once every two years, or at the request
of a Member State with a derogation, the

Convergence Report 2025
I Convergence Report 2024
I Convergence Report 2022

Reference value

European Commission and the ECB prepare
Convergence Reports.

According to the Convergence Report 2025,
Bulgaria was deemed to meet the necessary
conditions for adopting the euro (i.e. criteria
on price stability, long-term interest rate and
public finances, and participation in the ERM
11).

The Treaty (Article 140 TFEU) calls for an
examination of other factors relevant to
economic integration and convergence (incl.
balance of payments developments, and
product, labour and financial market
integration), as an indication of a Member
State’s ability to integrate into the euro area
without difficulties.

Bulgarian law is compatible with the Treaties
and the Statute of the ESCB as required under
Article 131 of the Treaty.

HICP Inflation
(% change)

Long-term
interest rate,
(%)

Gross debt
(% of GDP)

Budget balance
(% of GDP)

Exchange rate
stability

T —— -0
5
e
23.8
-3.0
-2.0

5.1

24.1

0.
40 E—

The Bulgarian lev was included in the ERM Il at a central rate of
1.95583 levs per euro within the framework of the existing
currency board.

Note: Data for the HICP Inflation and the LTIR are according to the Convergence reports

of the European Commission and ECB for 2022, 2024 and 2025, while the data on the
budget balance and gross debt are according to the latest available information for the
respective year from Eurostat.
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‘ o
N
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Bulgaria and the Recovery and Resilience Mechanism

= Bulgaria’s National Recovery and Resilience Plan was adopted by the Council on 4 May 2022;
= The Bulgarian RRP excludes the loan option given by the Recovery and Resilience Mechanism;

= As of 31.08.2025 the absorption rate is 23,2% of the RRF allocation to Bulgaria, including
REPowerkU;

= The National Recovery and Resilience Plan was amended twice:

— In December 2023 by the Council Implementing Decision of 05.12.2023 in line with Article
18(2) of Regulation (EU) 2021/241 establishing the RRF;

— In July 2025 by the Council Implementing Decision of 22 July 2025 in accordance with Article
21 of Regulation (EU) 2021/241 establishing the RRF. A key addition is the inclusion of the
REPowerEU chapter,

= The revised plan covers 51 investments and 49 reforms.

= The EU allocation is now worth €6.17 bn.
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EU Multiannual Financial Framework (MFF) 2028-2034

= 16 July 2025 - European Commission’s proposal for MFF 2028-2034:
— Larger in scale — EUR 2 trillion to match EU needs and ambition

— Optimized structure, greater flexibility and result oriented implementation

EUR million, current prices

MFF 2026-2034 | MFF 2021-2027 | Change

1. Economic, social and territorial cohesion, agriculture,

rural and maritime prosperity and security 1062220 819 981 30 %
2. Competitiveness, prosperity and security 589 594 220 637 167 %
3. Global Europe 215 203 119 989 79 %
4. Administration 117 877 84 871 39 %

= Negotiating process:

Technical discussions

— Political guidance by the European Council
— Unanimous agreement



Thank you for your
attention!
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