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Energy dilemmas
After the fall of the Berlin Wall, Bulgaria 
found itself:

• with four nuclear power units of a par-
ticular Soviet design considered high 
risk by the international community

• with local supplies of brown coal high 
in sulphur content, and the gigantic 
Maritza coal-fi red power generation 
facility; together these had made 
the country the number one sulphur 
dioxide ‘hot spot’ of Europe

• with municipal district heating sys-
tems that encouraged households to 
waste energy because they had no 
control over heat coming into their 
homes other than by opening win-
dows, and their heating bills were not 
based on their consumption

• with infrastructure – from power gen-
eration plants to transmission lines to 
home heating systems and industrial 
production – that was hugely energy 
ineffi cient: it takes two times more 
energy to produce a unit of GDP 
in Bulgaria than it does in western 
Europe.

• without many affordable, environ-
mentally attractive alternatives to 
the above that would help Bulgaria 
move closer to European Union en-
vironmental standards, a must if the 
country is to join the EU as planned.

Energy solutions
The European Commission and Bul-
garia took the fi rst step in addressing 
these various problems by agreeing 
to decommission four out of six units 

in Bulgaria’s Kozloduy nuclear facility. 
Two closed in 2002, two more will close 
in 2006; the remaining two have been 
upgraded with fi nancing from Euratom. 
The €255 million Kozloduy Interna-
tional Decommissioning Support Fund 
(KIDSF) is managed by the EBRD’s 
nuclear safety team.

Donors also recognised the need to 
compensate for the loss of electricity 
generating capacity in Bulgaria resulting 
from the loss of the four Kozloduy units. 
So they have allocated almost half of 
the KIDSF to strengthening the coun-
try’s energy sector. This includes: 

a) loans and grants for renewable en-
ergy and energy effi ciency projects 
for Bulgarian homes and industry. 
The EBRD is lending up to €100 
million to Bulgarian banks which then 
lend the funds to customers for green 

The EBRD helps Bulgaria address 
issues with nuclear and coal generation.

Bulgaria leads in grappling with energy challenges

Sky-high oil and gas prices coupled with the need 
to drastically improve energy effi ciency while re-
ducing emissions of greenhouse gases and sulphur 
dioxide have all combined to make Bulgaria a 
regional leader in affordable, sustainable, environ-
mentally friendly energy solutions. A coordinated 
approach between the government, donors and the 
EBRD is successfully addressing many of the in-
terrelated energy and environmental dilemmas that 
have resulted, in part, from the legacy of central 
planning and the command economy.
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energy initiatives. These range from 
new production lines for factories, to 
installing energy-effi cient windows 
and insulation in draughty homes. 
An additional €23.2 million in grants 
from the Kozloduy fund helps defray 
‘soft costs’ such as consultant advice 
and provides incentives to overcome 
barriers to investment. Among the 
hundreds of projects undertaken are 
two renewable initiatives: a mini-hy-
dro plant and a geothermal opera-
tion.

b) fi nancing energy effi ciency in munici-
pal government. In the capital, Sofi a, 
this was done by upgrading the 
community-wide municipal system 
delivering heat to residences, and 
by installing in each home radiator 
thermostats and meters tracking 
household energy usage. In this 
way individuals become responsible 
for their own energy consumption, 
now more accurately refl ected on 
their heating bills. The project was 

co-fi nanced with a joint €54 million 
EBRD-World Bank loan, €30 million 
from Bulgaria and €30 million from 
KIDSF.

Carbon finance
Necessity has also encouraged 
Bulgaria to use the Kyoto Protocol to 
fi nance projects that reduce energy 
waste, costs and emissions of carbon 
dioxide and other greenhouse gases 
(GHGs) blamed for global warming. 
Bulgaria is the site of the fi rst EBRD 
carbon credit transaction. By switching 
from oil and gas to biomass energy, the 
PFS paper mill will reduce its carbon 
emissions by the equivalent of that 
released by 60,000 Dutch households 
annually. This will yield carbon ‘credits’ 
under the Kyoto protocol. In purchasing 
these credits, the Netherlands Emis-
sions Reduction Co-operation Fund, 
managed by the EBRD, is helping PFS 
to cut its spending on imported oil and 
gas as well as its carbon emissions. By 
switching to bark and other renewable 
biomass materials from the papermak-
ing process to fuel its boilers, the mill 
expects to cut its carbon dioxide and 
methane emissions by about 360,000 
tonnes by 2012.

Funding cleaner energy
The EBRD has made several loans 
to Bulgaria’s Maritza thermal power 
generation facility, responsible for most 
of the country’s electricity production. 
The latest is a €342 million loan to 
AES, one of the world’s largest power 
producers. AES is building a new €1.1 
billion coal-fi red unit at Maritza, the 
fi rst in the country to be fully owned by 
private investors; its capacity will be 600 
megawatts. Two-thirds of the loan will 
be syndicated to commercial banks and 

brings the EBRD’s total investment in 
the Maritza facility to €283 million. AES 
will employ state-of-the-art environmen-
tal safeguards to address, in particular, 
problems in burning brown coal.

Bulgaria has lignite (brown coal) in 
abundance but burning it unleashes 
huge amounts of sulphur dioxide 
– SO2, the cause of acid rain. Bulgaria’s 
SO2 emissions had to be reined in if the 
country was to achieve EU environmen-
tal standards as a prelude to joining the 
Union. In 2004 an EBRD announced 
an 11-year environmental loan of €34 
million to fi nance smokestack ‘scrub-
bers’ to reduce SO2 emissions from the 
1,450 megawatt Maritza East II power 
plant; the EU is providing a €36.2 million 
grant while the Bulgarian government is 
funding €10.1 million of the costs. 

For further information on EBRD-
backed energy initiatives in Bulgaria, 
particularly regarding the Maritza coal-
fi red generation facility, the Kozloduy 
Fund, Sofi a district heating and carbon 
credits, please visit www.ebrd.com/
news&events

Energy effi ciency is improving, 
from generation through 

transmission to distribution.
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