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INTRODUCTION

FDI in non-financial corporations in Bulgaria in the past decade has been 
subject to dynamic changes related to economic factors (such as crises in 
the source countries of the investments or in the host economy), structural 
transformations (e.g., value chain shifts, digitalization, labor migration), 
administrative changes, etc. The pattern of FDI in Bulgaria has been defined 
by a gradual decline in the number of investing companies although the 
actual volume of FDI has increased.1 On the other hand, there has been 
an increase of 15 % in the total volume of investments, which reached EUR  
28.1 billion in 2021.2 In 2021, the highest stock of foreign direct investment was 
in the industry sector (EUR 12.21 billion) followed by the services sector (EUR 
6.2 billion).3

1 The number of companies with direct foreign investment has declined significantly by about 
4,300, or more than 23 %, in the period 2014-2017. No data is available for the 2017-2021 period 
on the number of foreign companies investing in Bulgaria.

2 For 2021, the data is preliminary.
3 The service sector includes trade, repair of cars and motorcycles, transport, warehousing 

and post, hotels and restaurants.

Figure 1. Total FDI Stock in Bulgaria

2% 2% 2%

6%

5%

0%

1%

2%

3%

4%

5%

6%

7%

22

23

24

25

26

27

28

29

2017 2018 2019 2020 2021

EU
R

 B
ill

io
n

Total FDI Volume
(left axis)

Annual Rate of 
Change
(right axis)

Source: CSD Calculations based on NSI Data.

Economic Background



10 Investment Screening in Bulgaria: Policy Options, Institutional and Legal Framework

Figure 2. FDI per Sector (2017-2021)
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The number of companies involved with foreign direct investment in Bulgaria 
has declined in sectors such as real estate and construction. The withdrawal of 
foreign investors from the real estate sector (decline of over 3,000 companies, 
or 47 % on a sectoral basis) and the construction sector (decline of over 350 
companies, or 33 % on a sectoral basis) is largely responsible for the overall 
decline in the number of FDI companies. Between 2014 and 2017, these two 
industries account for 78 % of the decline in FDI firms. Relatively small (even 
micro) investors (owning one apartment and one home) or even those with 
investment plans registered a company but abandoned their intentions and 
withdrew from real estate operations. More than half of those who withdrew 
were British and Russian citizens.4 In 2014, the average British investment in 
real estate was EUR 68,000, while the average Russian investment was EUR 
128,000. After five years, the average investment from these two sources is 
EUR 400,000 and EUR 615,000, respectively. Compared to 2014, when the av-
erage investment in the real estate sector was EUR 470,000, the average in-
vestment in 2019 is EUR 991,000, and the number of companies with foreign 
investment has decreased by half. The construction sector has experienced a 
decline of 23 % in FDI for the 2017-2021 period, while the real estate sector has 
only experienced an 11 % increase.5 

However, there are positive dynamics in terms of the shift of FDI towards 
higher value-added sectors. For the period 2017-2021, there has been an in-

4 According to NSI data, and confirmed by real estate agents.
5 Georgieva, T., and Yalamov, T., Innovation.bg 2021: Building Innovation Recovery and Resilience 

in Bulgaria, Sofia: Applied Research and Communications Fund, 2021. Foreign investors have 
left Bulgaria for a variety of reasons, including the failure of their plans to construct luxury golf 
clubs and the sale of projects and properties to Bulgarian owners. In 2019, the St. Sophia golf and 
spa complex close to the town of Elin Pelin changed hands from foreign to Bulgarian ownership.

https://www.researchgate.net/publication/357579254_Innovationbg_2021
https://www.researchgate.net/publication/357579254_Innovationbg_2021


crease in the FDI volume in research-intensive sectors. Most significant is the 
increase in the professional, scientific and technical service sector (78 %), fol-
lowed by the information and communications sector (30 %), and the industry 
sector (28 %). This is a positive development, as the FDI is not motivated by 
privatization6 (the predominant driver of FDI in Bulgaria in the 1990s and ear-
ly 2000s, which is still typical in neighboring countries like Albania and North 
Macedonia), transfer pricing, tax avoidance or cheap labor. 

6 The criticism of foreign investors in Bulgaria was bolstered by one significant argument: 
privatisation. Some foreign investors allegedly drained Bulgarian firms, exported new pro-
duction lines for their competitive production, or simply shuttered them (regardless of the 
privatisation contracts and due to inefficient post-privatisation control). Georgieva, T., and 
Yalamov, T., Innovation.bg 2021: Building Innovation Recovery and Resilience in Bulgaria, Sofia: 
Applied Research and Communications Fund, 2021.

Table 1: Factors Associated with the Dynamics of FDI in Bulgaria

Over the long-run the 
dynamics of FDI is asso-
ciated with several key 
transformations in the 
Bulgarian economy and 
society, which have long-
term positive effects:

 • More and more jobs with higher added value and correspondingly bearing 
higher incomes appear. 

 • These jobs attract not only residents of the economy, but also labour force from 
EU member states (France, Italy, the Netherlands, Greece, Portugal and other 
countries with rarer languages). 

 • Companies which see that a West-East relocation is possible and effective have 
decided to make investments that would not otherwise come to Bulgaria. 

 • The tendency for Sofia to be the only location of these jobs has changed and 
there already is a critical mass of offers in Plovdiv, Varna and Burgas, too. 

 • Large manufacturing companies have succeeded in transforming the social 
environment by integrating employees from Roma communities (e.g., Yazaki 
and Integrated Microelectronics) and changing the behavioural patterns of 
entire families.

Source: Georgieva, T., and Yalamov, T., Innovation.bg 2021: Building Innovation Recovery and Resilience in Bulgaria, Sofia: Applied Research and Com-
munications Fund, 2021.

Over the years, FDI practices in Bulgaria have changed so much that even 
companies that enter the Bulgarian market with the sole intention to trade 
(rather than produce) are helping local companies to internationalize. Such 
is the case of Lidl-Bulgaria, which partnered with 38 SMEs in 2020, whose 
products for BGN 48 million were exported to Lidl’s store network in 24 coun-
tries in Europe. Other foreign chains such as Ikea, Billa/Rewe, etc. have devel-
oped similar partnerships in Bulgaria. The growth of local companies, which 
are partners of large chains, requires constant innovation. For their part, the 
chains also learn and take advantage of the evolution of the local market and 
later upgrade their outsourced IT services to research, development and in-
novation (R&D&I) centers (such as Schwartz IT, which deals with artificial 
intelligence). 

Introduction Introduction 11
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Sources of Foreign Direct Investment in Bulgaria 

FDIs in Bulgaria originate from a variety of sources and in a variety of forms, 
including privatization deals (cash or debt/equity swaps), the purchase of ex-
isting private companies, greenfield investments, etc. At subsequent stages, 
the decision of companies with foreign capital to re-invest in the country is 
the result of their decisions to expand activities with additional investments 
or loans from their parent company, or on the basis of earned profits.

The capital-source countries exert influence on Bulgaria not only through the 
transfer of technology and business processes, which increases productivi-
ty and competitiveness but also through the transfer of positive and nega-
tive managerial practices (and/or culture), including corruption. Therefore, 
it is generally accepted in policy and business circles that investors coming 
from countries with higher levels of corruption, are more likely to also en-
gage in corrupt practices in the host country. The reverse seems to also hold 
true though. Investors change their typical behavior from their home coun-
try if the host country exhibits substantially higher levels of corruption. This 
applies both to corruption in government institutions but also to private re-
lationships. This is why, in principle, other things being equal, government 
policies should tend to favor attracting foreign investment from countries 
with lower levels of corruption. This applies mostly to the ultimate benefi-
cial owners, although the immediate direct owner is also important. Many 
ultimate beneficial owners from high-corruption (high-risk) countries try to 
obscure the actual origin of their funds by investing through countries with 
high business and social integrity standards. For example, countries such as 
the Netherlands (82 points and rank 8 for 20207) and Luxembourg (80 points 
and rank 9 for 2020) have better indicators on corruption than Bulgaria, and 
are major hubs for international investors, which are also present in Bulgaria.  
 

7 Respectively score and ranking of the country under the Corruption Perception Index of 
Transparency International.

Table 2: Countries with the Most FDI in Bulgaria and Their Relative Share (2014 vs. 2019)

The largest source countries of FDI in 2014 The largest source countries of FDI in 2019

Netherlands 16.12 Netherlands 22.95
Austria 12.67 Austria 11.71
Germany 8.82 Germany 8.60
Cyprus 6.89 Cyprus 5.41
Greece 5.96 Greece 5.04
Luxembourg 4.44 Italy 3.53
Italy 3.79 Luxembourg 3.42
Switzerland 3.73 Switzerland 3.39
Russia 3.64 France 3.00
United Kingdom 3.06 Russia 2.79
Top 10 total 69.13 Top 10 total 69.84

Source: Georgieva, T., and Yalamov, T., Innovation.bg 2021: Building Innovation Recovery and Resilience in Bulgaria, Sofia, Applied Research and Com-
munications Fund, 2021.



However, they are frequently a tool for other end owners (from countries with 
a lower corruption ranking than Bulgaria) to invest in Bulgaria. Countries 
such as China, Turkey, and Russia, which are major investors in Bulgaria, as 
well as smaller investor-countries, are behind Bulgaria in the ranking. Clearly, 
the incentives and constraints imposed by national institutions on investors 
determine their behavior and the degree to which they transfer positive and 
negative economic practices from their home countries to Bulgaria.

There has been little change in the list of countries from which Bulgaria has 
received the most investments. The top five countries in 2014 remained un-
changed and in the exact same order as in 2019, even increasing their cumu-
lative share from 50.47 % to 53.11 %. The only change in the first ten is France 
replacing the United Kingdom (with approximately the same relative share). 
The remaining nine countries were responsible for two-thirds of the invest-
ment with their proportion increasing by 0.78 percentage points between 2014 
and 2019. Four of the top ten investor-countries, though are known for being 
major hubs for investments from high-risk countries, including the Nether-
lands, Cyprus, Luxembourg and Switzerland. There have been multiple in-
stances of foreign investors in Bulgaria appearing in the local statistics from 
one of these four countries, while their final beneficial owners reside in coun-
tries with much worse corruption performance than Bulgaria, for example. 
This has also been the case for the largest Bulgarian company and one of the 
largest investors in the country – Lukoil. 

Foreign Investment Policy

In the past few years there have been increasing concerns that authoritarian 
regimes such as Russia and China are using economic policy as an extension 
of their security policy, and have abused the free-market principles applied 
within the EU to further their national security interests. In response, the EU 
has begun the adoption of more aggressive defensive and offensive trade in-
struments (such as FDI screening, international procurement, and anti-coer-
cion).8

In terms of trade policy, and FDI9 in particular, over the past three decades 
Bulgaria has followed a liberal, market-oriented rationale of attracting in-
vestments, through competitive low taxes, continuous improvement of ad-
ministrative capacity and investor support, and the development of multi-
ple investment incentives within the EU legislative framework (most notably 
concerning state aid and sanctions).10 For the Bulgarian governments, FDI has 
been both a principal objective and an indication of achievement. Hence, 

8 As stated by the president of the European Commission Jean-Claude Junker at the 2017 State 
of the European Union address: “We are not naïve free traders. Europe must always defend 
its strategic interests.”.

9 According to economist Imad Moosa, FDI is “the process whereby residents of one country 
(the source country) acquire ownership of assets for the purpose of controlling the produc-
tion, distribution and other activities in another country (the host country)”. FDI’s most crit-
ical feature is the “lasting interest and control of a resident entity in one economy”. Moosa, 
I.A., Foreign Direct Investment: Theory, Evidence and Practice, Basingstoke and New York, Pal-
grave, 2002, p. 1.

10 The first Foreign Investment Act was adopted by the parliament in 1991.
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governments have tried to attract investors in every way possible, including 
adopting controversial practices, such as golden passport regulations, etc. At 
the same time, they have been wary at applying any forms of investment 
screening and have used instruments such as national security concerns ex-
tremely rarely to prevent an investment transaction. Typically, the motivation 
for deploying such instruments has come through pressure from partner – 
countries and/or powerful local business incumbents. However, with time, 
Bulgaria has lost its attractiveness to foreign investors as successive govern-
ments have focused on absorption of EU funds, paying little or no attention 
and effort for Bulgaria to become more competitive and attract more invest-
ment.11 Inefficient policies and corruption have rendered Bulgaria one of the 
less desired destinations for investment in the EU and in eastern Europe.12 
While the country has maintained macroeconomic stability, the corruption 
and the absence of effective law enforcement had led to missed investment 
opportunities and capital flight.13 In addition, this has reduced Bulgaria’s 
choice of investors, increasing the risks of adverse selection, i.e. favoring in-
vestments from riskier sources.  

Historically, Bulgaria has been a slow FDI starter. FDI in Bulgaria only started 
to grow after 1995, when the country finally embarked on privatization. The 
financial collapse of 1996-1997, meant the country had to start from scratch 
with much underappreciated assets. FDI took off with the restart of privat-
ization in 1998 and peaked a decade later in 2007, following the country’s 
accession to NATO in 2004 and the EU in 2007. Following the global financial 
crisis and the Eurozone crisis of 2008 - 2012, FDI has remained mostly flat at 
annual levels much lower than recorded in the previous period. 

The scarcity of capital has pushed political leaders to almost completely dis-
regard any economic security safeguards in the flow of investments to the 
country. The low capacity of public institutions to develop and implement 
complex FDI policies and the considerable rule of law deficiencies have fur-
ther amplified the risks of problematic investments from countries with au-
thoritarian regimes or with illicit origin. For example, Bulgaria has received 
considerable FDIs from Russia, in particular in the critically important 
energy sector. Following the war in Ukraine such Russia investments have 
turned extremely problematic, as they have also been associated with bad 
governance practices in the past too.14 Bulgaria’s economy has been almost 
exclusively dependent on Russian gas and oil. In addition to monopolizing 
the market, these foreign direct investments prevented Bulgaria from diver-
sifying its energy markets, which ultimately led to a spike in gas prices prior 
to the start of the war in Ukraine. Only after the beginning of the war and 
under pressure from the EU, Bulgaria took active measures the decrease the 

11 Ivanov, R. and Strumina, M., "Bulgaria needs an urgent and brave change in the Investment 
Promotion Act" [България има нужда от спешна и смела промяна в Закона за насърчаване 
на инвестициите], Capital.bg, January 7, 2022.

12 Zapryanov, Y. and Filipova, I., "Daniel Lorer: Bulgaria will seek rather than wait for invest-
ments" [Даниел Лорер: България вече ще търси, а няма да чака инвестиции], Capital.bg, Jan-
uary 7, 2022.

13 Filipova, I., "Where did investors go" [Къде отидоха инвеститорите], Capital.bg, January 7, 
2022. 

14 Shentov O., Stefanov R. and Vladimirov M. (eds.), The Russian Economic Grip on Central and 
Eastern Europe, Routledge, 2019. 

https://www.capital.bg/politika_i_ikonomika/redakcionni_komentari/2022/01/07/4299743_bulgariia_ima_nujda_ot_speshna_i_smela_promiana_v/
https://www.capital.bg/politika_i_ikonomika/redakcionni_komentari/2022/01/07/4299743_bulgariia_ima_nujda_ot_speshna_i_smela_promiana_v/
https://www.capital.bg/politika_i_ikonomika/bulgaria/2022/01/07/4299793_daniel_lorer_bulgariia_veche_shte_tursi_a_niama_da/?ref=header-theme
https://www.capital.bg/politika_i_ikonomika/ikonomika/2022/01/07/4299661_kude_otidoha_investitorite/?ref=header-theme
https://csd.bg/publications/publication/the-russian-economic-grip-on-central-and-eastern-europe/
https://csd.bg/publications/publication/the-russian-economic-grip-on-central-and-eastern-europe/


negative effects of the Russian investments (although continuously hampered 
by the Russian enablers operating in the country).

Other Relevant Policies

In the initial stage of market transformation, Bulgaria applied one of the most 
liberal regimes on FDI in the region. At the same time, however, the lack of 
safeguard and targeting mechanisms and the overly broad scope of the leg-
islation in this area pointed to the absence of a selective approach to FDI in 
this period. Already the first Foreign Investment Act, adopted in 1991,15,16,17 
stipulated that foreign and domestic investors are to be treated equally. There 
were no restrictions on the size of foreign participation, the mode of market 
entry, the activity and the repatriation of profits, and the fiscal incentives in 
the form of exemption from value-added tax (VAT), customs duties and fees 
on non-monetary contributions made. 

The first Foreign Investment Act did not have any targeting and/or selectivity 
of policy towards FDI. The early versions of the legislation did not envisage 
specific targets, or priority economic activities, while the number of incen-
tives was limited and there was no differentiated approach in their imple-
mentation. From the onset on until the present-day Bulgaria lacks sectoral 
and regional policy towards FDI. This has had important implications for in-
vestment screening, as the legislation has been based on the presumption that 
FDI only leads to positive economic and social effects.18 Hence, no investment 
screening principles or mechanisms have been developed.

In the period of intense FDI inflows in the first decade of the new century, 
government efforts were mainly focused on setting quantitative FDI targets, 
with little attention paid to attracting quality FDI that would support nation-
al development.19 This has contributed to the unfavorable sectoral structure of 
accumulated FDIs and large imbalances in their regional distribution. There 
has not been any analysis of the risk profile of FDIs concerning any potential 
adverse effects on the economy or society. Only after 2007, did the changes 
in the law set concrete objectives (which are related to the general strength-
ening of the economy). In the years that followed, numerous amendments 
were made to the law, with a primary emphasis on efforts to create new jobs, 

15 The Center for the Study of Democracy has been actively involved in the development of the 
first FDI law in Bulgaria and the development of the country’s early FDI policy. 

16 Mihaylova, S., "Analysis and assessment of the policy towards foreign direct investment in 
Bulgaria in the period 1990-2018" [Анализ и оценка на политиката към преките чуждес-
транни инвестиции в България в периода 1990-2018 г.], Electronic Magazine Dialogue, Issue 1, 
Svishtov: Academy of Economics Dimitar A. Tsenov, 2018.

17 In 1992, the Foreign Investment Act was replaced by the new Promotion and Protection of 
Foreign Investment Act. In 1997, this law was also repealed and replaced by the Investment 
Promotion Act, which, with numerous amendments adopted over the years, is still in force 
today.

18 Mihaylova, S., "Analysis and assessment of the policy towards foreign direct investment in 
Bulgaria in the period 1990-2018" [Анализ и оценка на политиката към преките чуждес-
транни инвестиции в България в периода 1990-2018 г.], Electronic Magazine Dialogue, Issue 1, 
Svishtov: Academy of Economics Dimitar A. Tsenov, 2018.

19 Kolev, K., "The role of multinational enterprises for regional development in Bulgaria", East-
ern Journal of European Studies, volume 1, issue 2, 2010, pp. 119-138.
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encourage investment in high-tech activities, stimulate economic growth, and 
reduce regional disparities.

Currently, after many amendments, the law still does not provide for a 
cross-sectoral FDI screening mechanism. The legislation still relies on rudi-
mentary sectoral screening mechanisms.

As regards strategic documents, Bulgaria adopted its first national strategy 
for FDI in 2005.20 The document stressed the need to attract investment in 
high-tech activities and to pursue a regional investment promotion policy, 
but at the same time, the measures in these areas were too broadly defined. 
This first strategy for FDI exemplifies the prioritization of the quantitative 
over qualitative metrics of FDI and the lack of a selective approach. A certain 
change in the focus of the FDI policy was observed in the sectoral strategy 
for attracting investment in Bulgaria suggested by the Ministry of Economy, 
Energy and Tourism in 2011.21 For the first time, a strategic document for FDI 
outlined priority sectors and analyzed the potential of regions and the educa-
tional structure of the population.22 In the next few years after 2011, there has 
practically been no official strategic document on the promotion of FDI. Only 
in 2016 did the Ministry of Economy and the Invest Bulgaria Agency publish 
a strategic analysis, which included a macroeconomic review of the structure 
of the Bulgarian economy, the identification of new key industries with high 
potential for attracting FDI, as well as a concept for a national FDI strategy.23 
The strategy’s main priority was to attract investors in high-tech industries 
and to benefit regional development policies. Thus, only after 2016, has the 
focus of Bulgaria’s FDI strategy shifted away from pure quantitative growth 
of FDI and has stressed the importance of not only attracting companies but 
also keeping them in the long term.

Since then, there has been no new strategic document in relation to FDI. The 
business community in Bulgaria has criticized the government for the lack 
of active strategic and legislative measures for attracting foreign investment 
noting that significant reform is needed to move the country out of the trap of 
“middle-income” countries.24 

Another strategic document, relevant to FDI, economic security and invest-
ment screening is the National Security Strategy of the Republic of Bulgaria  
 

20 Bulgaria, Council of Ministers, Strategy for Investment Promotion in the Republic of Bul-
garia 2005-2010 [Стратегия за насърчаване на инвестициите в Република България 2005-
2010], June 30, 2005.

21 Lateva, Z., “The government will attract investors in bio, clean and high technologies as a 
priority” [Правителството ще привлича приоритетно инвеститори в био-, чисти и високи 
технологии], Dnevnik.bg, May 10, 2011. 

22 Mladenova, Z., “Foreign Direct Investment in the Bulgarian economy: questions of the 
evaluation” [Преките чуждестранни инвестиции в българската икономика: въпроси на 
оценката], Izvestia Journal, Issue 3, 2006, pp. 35-46.

23 Mladenova, Z., “Foreign Direct Investment in the Bulgarian economy: questions of the 
evaluation” [Преките чуждестранни инвестиции в българската икономика: въпроси на 
оценката], Izvestia Journal, Issue 3, 2006, pp. 35-46.

24 Ivanov, R. and Strumina, M., “Bulgaria needs an urgent and brave change in the Investment 
Promotion Act” [България има нужда от спешна и смела промяна в Закона за насърчаване 
на инвестициите], Capital.bg, 7 January 7, 2022.

https://www.strategy.bg/StrategicDocuments/View.aspx?lang=bg-BG&Id=375
https://www.strategy.bg/StrategicDocuments/View.aspx?lang=bg-BG&Id=375
https://www.dnevnik.bg/bulgaria/2011/05/10/1087127_pravitelstvoto_shte_privlicha_prioritetno_investitori/
https://www.dnevnik.bg/bulgaria/2011/05/10/1087127_pravitelstvoto_shte_privlicha_prioritetno_investitori/
https://www.researchgate.net/publication/281971258_Prekite_cuzdestranni_investicii_v_blgarskata_ikonomika_vprosi_na_ocenkata
https://www.researchgate.net/publication/281971258_Prekite_cuzdestranni_investicii_v_blgarskata_ikonomika_vprosi_na_ocenkata
https://www.researchgate.net/publication/281971258_Prekite_cuzdestranni_investicii_v_blgarskata_ikonomika_vprosi_na_ocenkata
https://www.researchgate.net/publication/281971258_Prekite_cuzdestranni_investicii_v_blgarskata_ikonomika_vprosi_na_ocenkata
https://www.capital.bg/politika_i_ikonomika/redakcionni_komentari/2022/01/07/4299743_bulgariia_ima_nujda_ot_speshna_i_smela_promiana_v/
https://www.capital.bg/politika_i_ikonomika/redakcionni_komentari/2022/01/07/4299743_bulgariia_ima_nujda_ot_speshna_i_smela_promiana_v/


(Стратегия за национална сигурност на Република България).25 The Strat-
egy contains a specific section dedicated to financial and economic security 
policies, including sectoral policies in energy, information security, etc. Some 
of them affect investments, highlighting the importance of making enterprises 
more competitive and creating an enabling environment to attract investment 
and stimulate domestic consumption and economic development as part of 
the national security. The strategy defines how to support the balanced eco-
nomic development of the regions in Bulgaria – by encouraging investment 
activity, easing the administrative process and implementation of projects un-
der programs financed by the state budget and European funds. 

In terms of the institutional framework, until 2021, the FDI policy portfolio 
was under the supervision of the Ministry of Economy. Since 2021, the newly 
created Ministry of Innovation and Growth has taken over the responsibility 
for promoting and attracting foreign investment, including the control over 
the Invest Bulgaria Agency, the Bulgarian Small and Medium Enterprises 
Promotion Agency, the Fund Manager of Financial Instruments in Bulgaria26 
and the EU programs for competitiveness and innovation, as well as the Bul-
garian Development Bank27.

The Security Council of the Council of Ministers is the body empowered to 
coordinate responses to threats to the national economic security, including 
such arising from FDI that might be driven by corrosive capital. According 
to the law, the Security Council of the Council of Ministers coordinates the 
national security system and consists of relevant state bodies. However, it 
does not include the relevant ministries overseeing investment in Bulgaria. 
The Council can propose to the Prime Minister or the Council of Ministers 
specific measures and tasks to reduce risks and counter threats28. Although 
the law does not have any supporting regulations and/or instructions about 
specific mechanisms for coordinating the institutional responses to corrosive 
capital threats, it clearly mandates the council and its members to take mea-
sures to protect economic security in the event of threats. However, the law 
also foresees that this only happens in extreme situations where the risk is 
sufficiently high. 

The State Agency for National Security (Държавна агенция „Национална 
сигурност“), which is part of the Security Council of the Council of Ministers 
has some of the strongest competences by law for guaranteeing economic se-
curity. It even has wider powers than the Security Council, and these are not 
merely advisory. The agency is a specialized body, attached to the Council of 
Ministers. According to the State Agency “National Security” Act (Закон за 
Държавна агенция „Национална сигурност“), the agency carries out activities 

25 Bulgaria, the National Security Strategy of the Republic of Bulgaria [Стратегия за 
национална сигурност на Република България], March 8, 2011.

26 The Fund Manager of Financial Instruments in Bulgaria EAD (FMFIB) operates as a Fund 
of Funds (FoF); it allocates targeted public funds from European Union programmes and 
national co-financing, using special financing schemes (financial instruments).

27 The Bulgarian Development Bank (BDB) is a credit institution 100%-owned by the Bulgari-
an state. It was established in 1999 as the Encouragement Bank with main focus to support 
small and medium-sized enterprises.

28 Bulgaria, Management and Functioning of the National Security Protection System Act 
[Закон за управление и функциониране на системата за защита на националната 
сигурност], August 11, 2015, last amended 22 February 2022.
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for the protection of national security, including such related to threats to the 
economic and financial security, to the environmental security, to the func-
tioning of the National System for the Protection of Classified Information, 
and the security of strategic assets and infrastructure. For these purposes, 
the agency is empowered to carry out operational investigations, operation-
al-technical, informational and analytical activities for surveillance and con-
trol of persons, objects, and activities, etc.29 However, despite the agency’s 
broader powers, even in this case, they are limited only to the extent that 
there is a serious risk to national security, the interpretation of which is solely 
in the hands of the agency itself. There are no additional laws nor regulations 
to guide the agency in assessing when and how the country’s economic, and 
financial security (оr any other element of the national security) is at risk and 
how the agency should go about coordinating with other bodies in cases of 
such risks.

Key Features

Bulgaria has no national FDI screening mechanism. The lack of such a 
mechanism prevents the country from effectively fulfilling the guidelines of 
the EU’s FDI Screening Mechanism Regulation 2019/452.30 As noted by the 
European Commission, Bulgaria is one of only two remaining EU Member 
States, which have not taken any steps towards developing a national screen-
ing mechanism.31 Nevertheless, since 2021, Bulgaria has been participating 
in the EU cooperation mechanism under Regulation (EU) 2019/452 and has 
reviewed notifications for screening received from other Member States. Be-
sides, in 2022 the government has reported to the European Commission that 
it has been planning to set up a working group with the purpose of establish-
ing a national screening mechanism.32

29 Bulgaria, State Agency National Security Act [Закон за Държавна агенция „Национална 
сигурност“], 1 January 2008, last amended 5 June 2020, Article 2, 4, 5.  

30 Regulation (EU) 2019/452 of the European Parliament and of the Council of 19 March 2019 
establishing a framework for the screening of foreign direct investments into the Union, OJ 
L 791, 21 March 2019. The proposal for the regulation was launched by the European Com-
mission in September 2017. The regulation was adopted fairly quickly in March 2019, with 
relatively few amendments to the proposal, and applies from 11 October 2020.

31 European Commission, Report from the Commission to the European Parliament and the 
Council: Second Annual Report on the screening of foreign direct investments into the 
Union (SWD(2022) 433 final), Brussels, European Commission, September 1, 2022.

32 European Commission, Commission Staff Working Document: Screening of FDI into the 
Union and its Member States (SWD(2022) 219 final), Brussels, European Commission, Sep-
tember 1, 2022.

https://www.lex.bg/bg/laws/ldoc/2135574489
https://www.lex.bg/bg/laws/ldoc/2135574489
https://eur-lex.europa.eu/eli/reg/2019/452/oj
https://eur-lex.europa.eu/eli/reg/2019/452/oj
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52022DC0433
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52022DC0433
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52022DC0433
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjCwYfLgN37AhXtS_EDHXjvB4oQFnoECA8QAQ&url=https%3A%2F%2Fec.europa.eu%2Ftransparency%2Fdocuments-register%2Fapi%2Ffiles%2FSWD(2022)219%3FersIds%3D090166e5f0bc5f14&usg=AOvVaw1QSgFH94yFYOx7k6gts9MO
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjCwYfLgN37AhXtS_EDHXjvB4oQFnoECA8QAQ&url=https%3A%2F%2Fec.europa.eu%2Ftransparency%2Fdocuments-register%2Fapi%2Ffiles%2FSWD(2022)219%3FersIds%3D090166e5f0bc5f14&usg=AOvVaw1QSgFH94yFYOx7k6gts9MO


Figure 3. EU Member States with Screening Mechanisms/Legislative Activities

EU Member States with a screening mechanism

EU Member States with a screening mechanism in the process of updating the existing one

EU Member States with a screening mechanism, consideringq planning or in the process of adopting one

EU Member States with a screening mechanism, and without any developments aiming at setting up one

Malta

0         10

Source: European Commission, Second Annual Report on the screening of foreign direct investments into the Union, Brussels,  
European Commission, 2022.
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International commitments

Bulgaria became a member of the World Trade Organization (WTO) in 1996, 
joined the Central European Free Trade Agreement (CEFTA) in 1999 and ac-
ceded to the EU in 2007. Bulgaria has free trade agreements with different 
countries like China (1995), Turkey (1999), North Macedonia (1999), Israel 
(2002), Albania (2003), Serbia and Montenegro (2004), and Bosnia and Herze-
govina (2004).

Bulgaria has also signed a number of (approximately 70) bilateral investment 
treaties (BITs).34 Some of these treaties are currently not implemented (for ex-
ample the one with Russia).

As an EU Member State, Bulgaria is also affected by the treaties with invest-
ment provisions (TIPs) signed by the EU, e.g., the EU-United Kingdom Trade 
and Cooperation Agreement (2020), the EU-Viet Nam Investment Protection 
Agreement (2019), etc.35

None of these international commitments has significantly affected the intro-
duction or alteration of oversight and review mechanisms of FDI or has pre-
determined the content of such mechanisms.

33 For the purpose of this report, the EU Screening Regulation is not considered under Part 2: 
International Framework.

34 For more information on the bilateral investment treaties signed by Bulgaria, see the UNCT-
AD International Investment Agreements Navigator.

35 For more information on the treaties with investment provisions affecting Bulgaria, see the 
UNCTAD International Investment Agreements Navigator.
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Cross-sectoral Screening Mechanism

The Bulgarian legislation does not provide for a specific cross-sectoral screen-
ing mechanism covering all investments regardless of their origin. This is why 
neither the government nor any other governmental authority has the power 
to review investments in all economic sectors. The lack of such a cross-sectoral 
mechanism prevents the government from ensuring a holistic overview of 
investments and all potential risks they may pose to the national security, the 
public order and other crucial areas of public life.

Although a cross-sectoral screening mechanism does not exist, there are cer-
tain measures for review of specific investments laid down in different laws. 
This section provides a brief overview of some of these measures with the 
disclaimer that none of them meets, fully or partly, the criteria for an FDI 
screening mechanism. Instead, they are rather stand-alone provisions or pro-
cedures that could have some of the effects of an FDI screening mechanism.

The existing measures can be divided into two main categories. The first cat-
egory includes substantive measures that involve a statutory prohibition 
or restriction on certain types of investment and/or business activity being 
carried out by foreigners. These are usually preliminary measures, i.e., they 
are applied before the investment. The second category includes procedural 
mechanisms reviewing certain investments or specific circumstances (direct-
ly or indirectly) linked to them. They can be both preliminary (before the in-
vestment) and subsequent (after the investment) measures.

A substantive measure is the constitutional provision restricting the acqui-
sition of agricultural land by foreign citizens. According to the Constitution 
of the Republic of Bulgaria, foreigners and foreign legal entities may acquire 
property over land under the conditions ensuing from Bulgaria’s accession to 
the EU, or by an international treaty that has been ratified, promulgated and 
entered into force for Bulgaria, as well as through inheritance by law.36 This 
constitutional provision is further developed in the laws governing the use of 
agricultural land.37 The main purpose of this restriction is to protect property 
against misuse.38 The mechanism for enforcing this restriction is laid down in 
the laws governing civil transactions. Thus, according to the Obligations and 
Contracts Act, if a contract that violates the law is carried out, it shall be con-
sidered null on the grounds of violating an imperative legal provision.39 The 

36 Bulgaria, Constitution of Republic of Bulgaria [Конституция на Република България], 13 
July 1991, last amended 18 December 2015, Article 22.

37 Bulgaria, Ownership and Use of Agricultural Land Act [Закон за собствеността и 
ползването на земеделските земи], 1 March 1991, last amended 16 February 2021, Article 3.

38 The Bulgarian authorities have accepted that agricultural land is a limited resource, which 
is of particular importance for a small agricultural country like Bulgaria. It was therefore 
necessary to impose restrictions to deprive wealthy foreign nationals of the opportunity to 
buy cheap Bulgarian land en masse, thereby protecting the country’s national interests.

39 Bulgaria, Obligations and Contracts Act [Закон за задълженията и договорите], 5 Decem-
ber 1950, last amended 27 April 2021, Article 26.
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24 Investment Screening in Bulgaria: Policy Options, Institutional and Legal Framework

nullity of a contract has an automatic effect and therefore no governmental 
authority is specifically assigned the task to review or control such transac-
tion. In case of a dispute, the nullity of a contract can be established by the 
court.

Another substantive measure laid down in the legislation that is not linked 
to a specific economic sector is the prohibition of promoting certain types of 
investments (explicitly listed in the law). Thus, for example, the Investment 
Promotion Act prohibits the promotion of investments carried out by under-
takings in difficulty (within the meaning of Commission Regulation (EU) No 
651/2014).40 Such measures, however, will not be analyzed in further detail 
since they do not establish any procedural mechanism for screening FDIs but 
rather have a preliminary effect on disfavoring investments in certain circum-
stances. 

An example of a procedural measure aimed at reviewing investments are the 
provisions of the Foreigners in the Republic of Bulgaria Act regulating the 
possibility of granting a long-term residence or permanent residence permit 
to foreigners who have made certain types of investments in Bulgaria (explic-
itly listed in the law).41 Both procedures (for granting a long-term and a per-
manent residence permit) require, prior to issuing the permit, the verification 
and evaluation of certain circumstances and facts in order to check, among 
other things, the availability and the origin of the funds for the investment. 
The verification is done by the Invest Bulgaria Agency, which is a governmen-
tal authority under the Minister of Innovation and Growth.42

Another example of a procedural measure for reviewing investments, also 
carried out by the Invest Bulgaria Agency, is the issuing of investment cer-
tificates under the Investment Promotion Act.43 The main purpose of this law 
is to improve the investment climate and increase the competitiveness of the 
Bulgarian economy. To achieve these objectives, the law envisages various 
measures that facilitate or encourage investors. In order to benefit from these 
measures, investors must first complete a certification procedure. The proce-
dure involves various verifications of both the investor and the investment 
plan they intend to implement. Although the certification procedure does not 
have the characteristics of an FDI screening mechanism, it is the main review 
mechanism laid down in the special law governing investments and includes 
various verification/review procedures that can be taken into consideration if 
Bulgaria decides to develop FDI screening legislation.

None of the abovementioned measures constitutes an FDI screening mech-
anism. Nevertheless, individually they can achieve some of the objectives of 

40 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 13a.

41 Bulgaria, Foreigners in the Republic of Bulgaria Act [Закон за чужденците в Република 
България], 23 December 1998, last amended 18 March 2022, Article 24, Paragraph (1), Point 
20, Article 25, Paragraph (1), Points 6, 7, 8, 13, 16 and 17, and Article 25c.

42 Invest Bulgaria Agency (IBA) is a governmental organisation established to attract invest-
ment to Bulgaria, to assist project set-up and to ensure successful project development re-
sulting in new jobs, exports and know-how transfer to the Bulgarian economy. For more 
information, see the website of the agency.

43 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022.

https://lex.bg/laws/ldoc/2134164480
https://www.lex.bg/laws/ldoc/2134455296
https://www.lex.bg/laws/ldoc/2134455296
https://investbg.government.bg/
https://lex.bg/laws/ldoc/2134164480
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such a mechanism and should be taken into account if Bulgaria decides to 
adopt a national screening mechanism and take the holistic approach of in-
volving different institutions in coordination with each other.

Sectoral Screening Mechanisms

Although the focus of the present report is on cross-sectoral screening mecha-
nisms, some examples of existing sectoral mechanisms need to be mentioned 
for better understanding Bulgaria’s legislative approach in the area of invest-
ment screening.

The existing sectoral screening mechanisms in Bulgaria, which include a 
review of investments by the government or a governmental authority, are 
mostly linked to the management and operation of critical infrastructure.

The government is responsible for determining which strategic sites and ac-
tivities are of national security importance. The Council of Ministers has is-
sued an ordinance, which determines the critical infrastructure sectors and 
the authorities responsible for their administration. The ordinance envisages 
that the owners/operators of critical infrastructure are responsible for con-
ducting risk assessments and submitting their results to the responsible pub-
lic authority.44 According to the ordinance, the owners/operators of critical 
infrastructures are the individuals or legal entities that are responsible for 
investing in or for ensuring the normal functioning, sustainability and integ-
rity of a system or part of a system identified as critical infrastructure.45 There 
is no governmental authority authorized to screen investments in all critical 
infrastructures. Instead, the tasks to screen investments are assigned to differ-
ent ministries, each authorized to administer a specific critical infrastructure 
sector.

It is beyond the scope of the present report to what extent each responsible 
ministry applies an effective screening mechanism in relation to the critical 
infrastructure sector under its administration. Nevertheless, it remains an 
open question whether the approach of distributing the control of critical in-
frastructures between different institutions would be equally or more effec-
tive in regard to investment screening if compared to the introduction of a 
cross-sectoral mechanism.
In addition to critical infrastructure, special provisions on investment also ex-
ist in other sectors. For example, gambling legislation regulates both material 
and procedural screening measures. According to the Gambling Act, foreign 
investors (i.e., non-EU nationals and legal entities) are subject to more strin-
gent requirements regarding investments in the gambling industry. To be eli-

44 Bulgaria, Ordinance on the Procedure, Method and Competent Authorities for the Identi-
fication of Critical Infrastructures and Their Sites and Risk Assessment [Наредба за реда, 
начина и компетентните органи за установяване на критичните инфраструктури и 
обектите им и оценка на риска за тях], 23 October 2012, last amended 5 April 2016, Article 
11.

45 Bulgaria, Ordinance on the Procedure, Method and Competent Authorities for the Identi-
fication of Critical Infrastructures and Their Sites and Risk Assessment [Наредба за реда, 
начина и компетентните органи за установяване на критичните инфраструктури и 
обектите им и оценка на риска за тях], 23 October 2012, last amended 5 April 2016, Final 
provisions, § 1, Point 3.

https://www.ciela.net/svobodna-zona-normativi/view/2135816878
https://www.ciela.net/svobodna-zona-normativi/view/2135816878
https://www.ciela.net/svobodna-zona-normativi/view/2135816878
https://www.ciela.net/svobodna-zona-normativi/view/2135816878
https://www.ciela.net/svobodna-zona-normativi/view/2135816878
https://www.ciela.net/svobodna-zona-normativi/view/2135816878
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gible to invest in a local entity, holding a gambling license, a foreign investor 
must have invested at least EUR 10 million in other activities in Bulgaria and 
created 500 jobs or must organize gambling games in a casino located in a 
hotel of four or more stars owned directly or indirectly by the investor.46 The 
procedural screening review of investments in the gambling sector includes 
numerous verifications before the investment is completed. The competent 
authority responsible for exercising supervision over the gambling sector is 
the Executive Director of the National Revenue Agency.

Mixed Screening Mechanisms

Mixed screening mechanisms are often considered useful as they combine a 
unified cross-sectoral screening approach for all investments with a stricter 
review in specific sectors. The advantages and disadvantages of such an ap-
proach should be taken into consideration if Bulgaria decides to introduce a 
national investment screening mechanism.

An approach resembling a mixed screening mechanism is adopted in the In-
vestment Promotion Act.47 However, it has a very narrow scope of application 
limited to the promotion of investments through the measures envisaged in 
the law. According to the Investment Promotion Act, the types of investment 
eligible for promotion must meet certain conditions. One of these conditions 
is the sector in which the investment is carried out. The sectors are numerous 
and exhaustively listed in the secondary legislation on the implementation of 
the law.48 The approach adopted for defining these sectors is a general refer-
ence to the Statistical Classification of Economic Activities indicating which 
economic activities in each sector are eligible for the promotion of invest-
ments. Thus, the review of the investments subject to promotion is cross-sec-
toral by nature but applies only to specific sectors.

A similar approach is adopted in the legislation regulating the operation of 
offshore companies in Bulgaria. The Economic and Financial Relations with 
Companies Registered in Jurisdictions with Preferential Tax Treatment, Their 
Related Parties and Their Beneficial Owners Act prohibits companies regis-
tered in jurisdictions with preferential tax treatment from engaging in certain 
types of economic activity. The prohibition is an example of a substantive and 
procedural mixed screening mechanism at the same time. According to the 
law, depending on the economic sector covered by the prohibition, different 
authorities are responsible for supervising its enforcement.49

46 Bulgaria, Gambling Act [Закон за хазарта], 30 March 2012, last amended 2 August 2022, 
Article 7.

47 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022.

48 Bulgaria, Rules on the Implementation of the Investment Promotion Act [Правилник за 
прилагане на Закона за насърчаване на инвестициите], 21 September 2007, last amended 
14 October 2022, Article 2. 

49 Bulgaria, Economic and Financial Relations with Companies Registered in Jurisdictions 
with Preferential Tax Treatment, their Related Parties and heir Beneficial Owners Act [Закон 
за икономическите и финансовите отношения с дружествата, регистрирани в юрисдик-
ции с преференциален данъчен режим, свързаните с тях лица и техните действителни 
собственици], 1 January 2013, last amended 13 November 2018, Article 8.

https://www.lex.bg/laws/ldoc/2135783265
https://lex.bg/laws/ldoc/2134164480
https://www.lex.bg/bg/laws/ldoc/2135564439
https://www.lex.bg/bg/laws/ldoc/2135564439
https://www.lex.bg/laws/ldoc/2136014509
https://www.lex.bg/laws/ldoc/2136014509
https://www.lex.bg/laws/ldoc/2136014509
https://www.lex.bg/laws/ldoc/2136014509


Overall, in the absence of a mixed cross-sector screening mechanism, the ex-
isting procedures resembling such a mechanism should be taken into con-
sideration if Bulgaria undertakes steps toward the introduction of a national 
investment screening mechanism.

Asset-Based Screening Mechanisms

There are no specific asset-based screening mechanisms in Bulgaria. In gen-
eral, neither the government nor any governmental authority has the power 
to review acquisitions of specified classes of assets. There are certain legal 
restrictions on the acquisition of property by foreign individuals and/or en-
tities, but these restrictions do not apply only to investors, but to all persons 
who do not meet the requirements laid down in the respective legal act. One 
such restriction, for example, is the abovementioned ban on the acquisition of 
agricultural land by third-country nationals (unless otherwise provided in a 
ratified international treaty), legal entities from third countries, commercial 
companies in which the partners or shareholders are third-country nationals 
or legal entities from third countries, etc.50 However, the violation of the ban 
automatically makes the respective transactions null and neither the govern-
ment nor any other governmental authority is authorized to review them.

Designated-Entity Screening Mechanisms

The Bulgarian government has limited powers to review investments in 
state-owned enterprises and other listed entities. The Public Enterprise and 
Control Agency51 monitors the activity of public enterprises, the participation 
of the state in such enterprises, and the procedures for selection, nomination 
and appointment of the members of their management and control bodies.52 
In addition to that, the agency exercises independent external control under 
the Concessions Act on the execution of certain concession contracts. This 
control includes regular inspections based on an annual plan, approved by 
the government, as well as extraordinary inspections upon assignment by the 
Concessions Coordination Council.53

The control exercised by the Public Enterprise and Control Agency is not a 
specific FDI screening mechanism. The inspections carried out by the agen-
cy are neither specifically focused on foreign investments nor carried out in 
coordination with other institutions. However, the monitoring exercised by 
the agency could be taken into consideration should Bulgaria decide to intro-
duce a designated entity review mechanism as part of a future FDI screening 
mechanism.

50 Bulgaria, Ownership and Use of Agricultural Land Act [Закон за собствеността и 
ползването на земеделските земи], 1 March 1991, last amended 16 February 2021.

51 The Public Enterprise and Control Agency (PECA) is a governmental agency responsible 
for coordinating the state policy with regard to public enterprises, and for monitoring and 
reporting to the government on its implementation. For more information, see the website of 
the agency.

52 Bulgaria, Public Enterprises Act [Закон за публичните предприятия], 8 October 2019, last 
amended 9 February 2021, Article 12.

53 Bulgaria, Concessions Act [Закон за концесиите], 2 January 2018, last amended 26 February 
2021.
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Sub-National Screening Mechanisms

There are no sub-national screening mechanisms in Bulgaria and no local 
public authorities subject to the control of the government have the power to 
review investments in any sub-national administrative divisions (e.g., admin-
istrative regions, or a special economic zone).

The only involvement of local authorities in reviewing foreign investments is 
related to their role in promoting investments under the Investment Promo-
tion Act. According to this law, the municipal councils are responsible for ap-
proving the issuance of Class C certificates to investors.54 The accompanying 
review procedure, however, is not an FDI screening mechanism but rather a 
verification of certain circumstances relevant to the certification procedure.

Legal Framework

In Bulgaria, there is no legislative framework specifically regulating invest-
ments by foreigners into the country. The only law that directly regulates 
investments is the Investment Promotion Act. The main goals of this law are: 
to increase the competitiveness of the Bulgarian economy by increasing in-
vestment in research, innovation, and technological development in high-val-
ue-added industries and services, while respecting the principles of sustain-
able development; to improve the investment climate and overcome regional 
disparities in socioeconomic development; and to create new and highly pro-
ductive jobs.55 The provisions of the Investment Promotion Act apply to for-
eign and domestic investors alike. 

The Investment Promotion Act does not envisage any FDI screening mech-
anism. Moreover, it does not provide any rules or procedures for carrying 
out investments and no grounds for review such as national security, pub-
lic order, net benefit, etc. The review procedures laid down in the law are 
only aimed to monitor whether a certain investment is eligible for promotion 
and whether a promoted investment is implemented as planned. Thus, an 
investment can be screened under the law only in relation to its promotion, 
i.e., the screening only verifies whether the investment meets the promotion 
conditions laid down in the law. In case the investment does not meet these 
conditions, it cannot benefit from the promotion measures provided for in 
the law (e.g., facilitated administrative procedures) but can still be carried out 
without any restrictions.

In the absence of special legislation on investment screening, foreign (and do-
mestic) investors must only comply with the general commercial legislation. 
The main legal act governing commercial transactions and the operation of 
commercial companies is the Commercial Act.56 It contains rules governing 

54 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 18.

55 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 1.

56 Bulgaria, Commercial Act [Търговски закон], 1 July 1991, last amended 29 March 2022.
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the establishment of commercial companies, as well as on the opening of 
branches of commercial companies, transformations and management, con-
clusion and execution of commercial transactions, liquidation of companies, 
etc. The law does not provide for a screening procedure for investments but 
requires compulsory registration of companies in the Commercial Register 
managed by the Registry Agency.57 The registration of the company in the 
Commercial Register has the so-called “constitutive effect”, which means 
that the company becomes a legal entity only after its registration. In order 
to be registered, companies must meet certain conditions listed in the law. 
The conditions depend on the type of company and the type of commercial 
activities they intend to perform. Neither the registration conditions nor the 
registration procedure, however, involve any components resembling invest-
ment screening.

The Obligations and Contracts Act is the main legal act regulating civil trans-
actions.58 It lays down the main principles of Bulgarian civil law. Like the 
Commercial Act, the Obligations and Contracts Act does not provide for any 
FDI screening mechanism. It envisages some cases, in which certain legal 
transactions require additional verification (e.g., certification by a notary), but 
this verification is only aimed to establish certain facts (e.g., the identity of the 
parties or their legal intent).

A specific investment review procedure is laid down in the Foreigners in the 
Republic of Bulgaria Act. This law determines the conditions and procedures 
under which foreigners may enter, reside in and leave Bulgaria.59 According 
to the law, if investors (and their investment) meet certain conditions, they 
can be granted a resident permit. The Invest Bulgaria Agency is entrusted 
with verifying the mandatory conditions for foreign investors to obtain a res-
idence permit. The purpose of this review is to verify if the investor meets the 
criteria listed in the law. The procedure includes certain elements resembling 
investment screening as applicants are required to present information about 
the origin of the funds for the investment and a criminal record certificate, 
and the Invest Bulgaria Agency is authorized to request information from the 
Ministry of the Interior and the State Agency for National Security on whether 
the applicant poses a threat to national security. However, the collected infor-
mation is relevant only for the issuance of the residence permit and cannot 
affect the investment itself.

Another group of provisions that may affect foreign investors are the ones 
regulating competition. The Protection of Competition Act prohibits mo-
nopolies, restrictive business practices, abuse of market power and certain 
forms of unfair competition. 60 Monopolies may be legally established only 
in some categories of strategic industries. The supervisory authority in the 

57 For more information about the Commercial Register and the operation of the Registry 
Agency, see the website of the agency.

58 Bulgaria, Obligations and Contracts Act [Закон за задълженията и договорите], 5 Decem-
ber 1950, last amended 27 April 2021.

59 Bulgaria, Foreigners in the Republic of Bulgaria Act [Закон за чужденците в Република 
България], 23 December 1998, last amended 18 March 2022, Article 1.

60 Bulgaria, Protection of Competition Act [Закон за защита на конкуренцията], 28 November 
2008, last amended 26 February 2021. 
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area of competition is the Commission for Protection of Competition.61 The 
commission can carry out inspections only in relation to the enforcement of 
the competition legislation. Neither the grounds for inspection nor the inspec-
tion procedures have any components that can be associated with investment 
screening.

The Bulgarian tax legislation also applies to foreigners, including foreign in-
vestors. The legal acts regulating taxation are many, the most important of 
which are the Corporate Income Tax Act,62 the Personal Income Tax Act,63 the 
VAT Act,64 etc. The National Revenue Agency is the main supervisory body 
in the area of taxation.65 Its inspections, however, are limited only to the en-
forcement of the tax legislation and do not contain any elements of investment 
screening.

Lastly, provisions affecting foreign investors are included in the legislation 
regulating anti-terrorism and anti-money laundering measures. The Mea-
sures against Money Laundering Act defines the measures aiming to prevent 
the use of the financial system for money laundering purposes, as well as 
the organization and control of their implementation.66 The Measures against 
the Financing of Terrorism Act defines the measures to prevent and counter 
the financing of terrorism and the procedures and control related to their im-
plementation.67 Under these two laws, foreign investments can be reviewed 
vis-à-vis the potential risk to national security. Many entities, including com-
mercial companies, have certain reporting obligations under these laws. The 
supervisory authority, the State Agency for National Security, is responsible 
for receiving these notifications and for subsequently verifying the collected 
information. However, the scope of application of these measures is strictly 
limited and does not have the characteristics of an FDI screening mechanism.
Overall, none of the legal acts governing the economic activities of foreign-
ers in Bulgaria envisages a review procedure that can qualify as investment 
screening. Although some acts do provide for certain review procedures, 
none of them is a part of a holistic review of investments.

61 For more information on the activities of the Commission for Protection of Competition, see 
the website of the commission.

62 Bulgaria, Corporate Income Tax Act [Закон за корпоративното подоходно облагане], 22 
December 2006, last amended 1 July 2022.

63 Bulgaria, Personal Income Tax Act [Закон за данъците върху доходите на физическите 
лица], 24 November 2006, last amended 5 July 2022.

64 Bulgaria, VAT Act [Закон за ДДС], 4 August 2006, last amended 23 July 2022.
65 For more information about the supervision exercised by the National Revenue Agency, see 

the website of the agency.
66 Bulgaria, Measures against Money Laundering Act [Закон за мерките срещу изпирането 

на пари], 27 March 2018, last amended 26 April 2022.
67 Bulgaria, Measures against the Financing of Terrorism Act [Закон за мерки срещу 

финансирането на тероризма], 18 February 2003, last amended 12 March 2021.
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Administrative Framework

In the absence of legislation laying down a holistic investment screening 
mechanism and FDI screening procedures, there is no common adminis-
trative framework regulating the review processes. There are also no ad-
ministrative guidelines or practices that directly and/or indirectly regulate 
investments by foreigners on grounds of national security, public order, or 
net benefit. If Bulgaria decides to introduce a national investment screening 
mechanism it is recommended to develop, in addition to the respective legis-
lation, clear administrative guidelines based on common legal principles for 
applying the screening procedures, which will benefit both the investors and 
the screening authorities.

Supervisory Framework

In Bulgaria, there is no supervisory framework (laws, ordinances, guidelines 
or practices) placing foreign investments under a special oversight regime 
(compared to domestic ones) once the investment is made. This is yet another 
manifestation of the principle of equal treatment of investors enshrined in the 
legal framework governing investment.

Some laws, like the Foreigners in the Republic of Bulgaria Act,68 provide for 
special supervisory procedures in relation to investments made by foreigners. 
However, these procedures are aimed at controlling compliance with certain 
commitments made at the time of the investment rather than controlling the 
investment from a national security or public order perspective.

Entry into Effect

The laws regulating foreign investment described so far have been adopted 
at different times and most of them have been subject to numerous amend-
ments. The table below provides information on the date of adoption and the 
last amendment of the most important pieces of legislation related to foreign 
investment.

68 Bulgaria, Foreigners in the Republic of Bulgaria Act [Закон за чужденците в Република 
България], 23 December 1998, last amended 18 March 2022.
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Table 3. Adoption and Last Amendment of Laws Affecting Foreign Investment in Bulgaria

Title in English Title in Bulgarian Date of  
promulgation

Date of last  
amendment

Investment Promotion Act Закон за насърчаване на 
инвестициите 24 October 1997 18 March 2022

Commercial Act Търговски закон 1 July 1991 29 March 2022

Obligations and Contracts 
Act

Закон за задълженията и 
договорите 5 December 1950 27 April 2021

Foreigners in the Republic 
of Bulgaria Act

Закон за чужденците в 
Република България 23 December 1998 18 March 2022

Protection of Competition 
Act

Закон за защита на 
конкуренцията 28 November 2008 26 February 2021

Corporate Income Tax Act Закон за корпоративното 
подоходно облагане 22 December 2006 1 July 2022

Personal Income Tax Act Закон за данъците върху 
доходите на физическите лица 24 November 2006 5 July 2022

VAT Act Закон за ДДС 4 August 2006 23 July 2022

Measures against Money 
Laundering Act

Закон за мерките срещу 
изпирането на пари 27 March 2018 26 April 2022

Measures against the 
Financing of Terrorism Act

Закон за мерки срещу 
финансирането на тероризма 18 February 2003 12 March 2021

Source: Center for the Study of Democracy based on Official Data from the APIS Legal Information System.

Bulgaria has not introduced any framework specifically regulating FDI 
screening mechanisms. The existing individual procedural measures or re-
view procedures that resemble such a mechanism were established at dif-
ferent times and for different purposes. Therefore, this section of the report 
explains the historical background and the main rationale of the domestic 
framework regarding investments in general and some of the review proce-
dures established within this framework.

With the start of the market economy transition in the early 1990s, Bulgaria’s 
economic policy focused on the liberalization and opening up of the national 
economy. At that time, foreign direct investment was seen as a crucial element 
not only for recovering the economy but also for its transformation from a 
centrally planned to a market-oriented one. During that period, the first steps 
were made toward the introduction of a legal and institutional framework for 
FDI that sought to create favorable conditions for attracting foreign capital 

Historical Developments



despite the domestic and external challenges faced by the country during the 
transition process.69

The first piece of legislation governing foreign investments – the Foreign 
Investment Act, was adopted by the parliament in 1991. In the following year, 
however, it was replaced by an entirely new law – the Business Activities 
of Foreigners and Protection of Foreign Investments Act. Under this law, in 
1995, the Foreign Investment Agency was established as a central governmen-
tal authority responsible for the implementation of FDI policies.

In the following years, the law was amended several times and in 1996, along 
with yet another set of amendments, its title was changed to the Foreign In-
vestment Promotion and Protection Act. In that period, the foreign invest-
ment policy lacked targeting and selectivity (the early versions of the invest-
ment legislation indicated no specific targets or priority economic activities), 
the incentives were limited and there was no differentiated approach for their 
implementation.

In 1997, a new Foreign Investment Act was adopted, regulating for the first 
time the conditions for implementing the so-called “foreign investment”. To 
qualify as a priority investment project, an operation had to meet certain re-
quirements regarding the size of investment (over USD 5 million), the em-
ployment created (over 100 new jobs) and the area of investment (areas with 
high unemployment above the national average). The incentives for such 
projects included additional tax benefits, institutional support, and limited 
real property rights for project implementation.

The last change of the law’s title was made in 2004 when, in line with the prin-
ciple of equal treatment of all investors regardless of their nationality, the law 
was renamed to Investment Promotion Act. For the same reason, the Foreign 
Investment Agency was also renamed to Invest Bulgaria Agency.

The equal treatment principle also underpinned the Strategy for Investment 
Promotion in the Republic of Bulgaria (2005-2010) developed in 2005 in com-
pliance with the new version of the law.70 The strategy highlighted the need 
to attract investment in high-tech economic activities and to pursue a region-
al investment promotion policy. However, the suggested measures were de-
fined too broadly leading to the conclusion that the foreign investment policy 
at the time continued to lack a selective approach.71

More significant structural and substantive changes in the foreign investment 
legislation were adopted in 2007. For the first time, specific objectives were  
 

69 Mihaylova, S., Analysis and assessment of the policy towards foreign direct investment in 
Bulgaria in the period 1990-2018 [Анализ и оценка на политиката към преките чуждес-
транни инвестиции в България в периода 1990-2018 г.], Electronic Magazine Dialogue, Issue 1, 
Svishtov: Academy of Economics Dimitar A. Tsenov, 2018.

70 Bulgaria, Strategy for Investment Promotion in the Republic of Bulgaria 2005-2010 [Страте-
гия за насърчаване на инвестициите в Република България 2005-2010], 30 June 2005.

71 Mihaylova, S., Analysis and assessment of the policy towards foreign direct investment in 
Bulgaria in the period 1990-2018 [Анализ и оценка на политиката към преките чуждес-
транни инвестиции в България в периода 1990-2018 г.], Electronic Magazine Dialogue, Issue 1, 
Svishtov: Academy of Economics Dimitar A. Tsenov, 2018.
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defined in the law reflecting the broader economic development objectives of 
the country. Thus, the law explicitly envisaged that it is intended to increase 
the competitiveness of the Bulgarian economy by increasing investments for 
technological development in high-value-added industries and services in 
compliance with the principles of sustainable development, to improve the 
investment climate and overcome regional disparities in economic develop-
ment, and to create new and high-tech jobs.

In the following years, the law was amended on a number of occasions, most-
ly in efforts to create new jobs, encourage investment in high-tech activities, 
stimulate economic growth and reduce regional disparities.

Covered Investments

In the absence of a national investment screening mechanism, there are no 
criteria for defining what kinds of investments, acquisitions or transactions 
should be covered by a screening process. This applies equally to the scope 
of covered transactions (transfer of ownership rights, lending transactions, 
secured transactions (hypothecation), repurchase transactions, swaps, op-
tions, other derivative transactions, etc.), instruments (purchase, hypotheca-
tion, lending, or repurchase of equity, debt, or other financial instruments, or 
swaps, options, or other financial derivative transactions, etc.), assets (asset 
purchases, hypothecation, asset lending, repurchases, asset swaps, options, 
other derivative transactions, etc.), and services (service-level agreements, 
rental agreements, etc.). 

The existing review procedures directly or indirectly related to foreign in-
vestment have different purposes and are mostly aimed at verifying compli-
ance with certain eligibility requirements (e.g., to obtain a residence permit, 
to benefit from investment promotion measures, etc.). The review of the scope 
of application of each of these procedures goes beyond the purpose of this 
report although their application should be taken into consideration if Bulgar-
ia undertakes any steps toward the introduction of a national FDI screening 
mechanism.

Direct and Portfolio Investments 

The absence of a national screening mechanism for FDIs leads to the 
conclusion that neither direct investments nor portfolio investments are 
subject to any specific review. Besides, the national legislation does not 
provide for any legal definitions of the different types of investment. 
There are also no thresholds applied to distinguish investments according 
to control. 

Nevertheless, the legislation provides for a supervisory mechanism, includ-
ing licensing, over certain segments of the financial system such as the capital 
market, the insurance market, the health insurance market, and the pension 
insurance market. The supervision is exercised by the Financial Supervision 

Scope of Application



Commission.72 The supervisory powers of the commission, however, apply 
equally to all commercial companies operating on these markets regardless 
of their nationality. Similarly, the Bulgarian National Bank has supervisory 
powers over the licensing and operation of commercial banks and branched 
of foreign banks in the country. 

Definition of Direct Investments

The absence of a national investment screening mechanism makes the dis-
tinction between direct and portfolio investment irrelevant for the purposes 
of the scope of application of such a mechanism. Besides, the legislation does 
not provide for any legal definition of the term “direct investment” (or equiv-
alent).

For the purpose of collecting official statistics, the National Statistical Insti-
tute uses a definition of the term “foreign direct investment”. According to 
this definition, foreign direct investment is an investment, which includes a 
long-term relationship, referring to a significant degree of influence of a resi-
dent of a foreign economy (foreign direct investor) on the management of an 
enterprise – resident of the Bulgarian economy (investment enterprise). The 
direct investment comprises not only the initial transaction establishing the 
relationship between the investor and the enterprise but also all subsequent 
transactions between them.73

Definition of Portfolio Investments 

The legislation does not provide for any legal definition of the term “portfo-
lio investment” (or equivalent). However, as noted above, the absence of a 
national investment screening mechanism makes the distinction between the 
different types of investment irrelevant for purposes of the scope of applica-
tion of such a mechanism.

Control as an Element of the Scope of Application

In the absence of a definition of covered (direct or portfolio) investment, there 
are also no criteria for defining control over an entity for the purposes of 
such a definition. Defining control as an element of the scope of application 
of investment screening (and including or excluding non-equity investments 
from such a definition) would be necessary if Bulgaria decides to introduce a 
national investment screening mechanism. 

72 The Financial Supervision Commission (FSC) is an independent public authority responsi-
ble for maintaining the stability and transparency on the non-banking financial sector, and 
for ensuring the protection of the consumers of financial services and products. For more 
information about its functions, see the website of the commission.

73 Bulgaria, National Statistical Institute, Statistical methodology for foreign direct invest-
ments in the non-financial sector, Sofia, National Statistical Institute.
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Covered Investors

In the absence of a national investment screening mechanism, there are also no 
criteria for defining what kinds of investors would be covered by the screen-
ing process. If Bulgaria undertakes steps toward the introduction of such a 
screening mechanism, it should define its scope of application in terms of cov-
ered investors, and differentiate, if necessary, between foreign and domestic 
investors (including foreign-controlled domestic investors).

At present, the only distinction between domestic and foreign investors is 
made by the Investment Promotion Act, which differentiates between invest-
ments made by domestic and foreign persons. According to this law, foreign 
persons are legal entities not registered in Bulgaria, companies which are not 
legal entities and are registered abroad, and foreign nationals with permanent 
residence abroad.74

For the purpose of collecting official statistics, the National Statistical Insti-
tute uses a definition of the term “foreign direct investor”. According to this 
definition, a foreign direct investor is an investor – a resident of a foreign 
economy, who has performed direct investment in Bulgarian enterprise. This 
investment ensures a significant degree of influence on the management of 
the enterprise.75

Rules Directed at Preventing Circumvention 

In the absence of a national screening mechanism and a corresponding defini-
tion of “covered investor”, there are also no provisions aimed at preventing 
the circumvention of such a definition (including through the use of domestic 
entities as go-betweens). 

Application Restricted to or Modified for  
Certain Geographical Areas of a Jurisdiction 

In Bulgaria, there is neither a national nor a geographically restricted invest-
ment screening mechanism. Whether a future investment screening regime 
will be restricted to certain geographical areas, or certain areas will be entirely 
excluded from its scope of application or made subject to a special regime, is 
to be defined when Bulgaria decides to introduce such a mechanism.

Does the Screening Mechanism (also) Cover Outward Investment? 

The absence of a national investment screening mechanism leads to the 
conclusion that neither inward nor outward investments are subject to any 
screening process.  

74 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Additional provisions, § 1, Point 1.

75 Bulgaria, National Statistical Institute, Statistical methodology for foreign direct invest-
ments in the non-financial sector, Sofia, National Statistical Institute.
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Mandatory Notification

In the absence of a national investment screening mechanism, investors are 
not generally required to notify the government or any other governmental 
authority of their investment. The lack of mandatory notification applicable 
for all investors or covering certain sectors, assets or types of investment, pre-
vents the government from effectively monitoring foreign investment on the 
grounds of security and public order.

The existing review mechanisms that partly resemble investment screening 
are designed for different purposes and are not intended to protect public or-
der or security. Instead, they serve mainly as procedures for verifying certain 
facts relevant either to obtaining certain additional rights or benefits or mon-
itoring compliance with certain obligations. If Bulgaria decides to introduce 
a national investment screening mechanism, it is recommended that a certain 
mandatory notification procedure is also envisaged to facilitate the screening 
process.

In general, Bulgarian legislation does not provide for mandatory ex-ante no-
tification or preapproval and investors do not need to notify the government 
or any other governmental authority, or obtain express or tacit approval, au-
thorization or clearance by the government, before committing (conditionally 
or unconditionally) to or completing a contemplated investment. The only 
exceptions are commercial operations that are subject to a registration or li-
censing regime, but even in this case the notification and approval are part 
of the respective procedure, apply on an equal basis to domestic and foreign 
investors, and are not a stand-alone obligation related to the investment.

Mandatory ex-post notification is also not provided for in Bulgarian legisla-
tion. Where preapproval is not required, investors do not generally need to 
notify their investment within a certain period of time following the comple-
tion of the investment.

In the absence of general mandatory notification requirements, there are nei-
ther thresholds for triggering a screening process nor specific legal conse-
quences of non-notification. If the investment is linked to commercial oper-
ations that are subject to a special registration or licensing regime, the legal 
consequences of conducting the operation before obtaining the required reg-
istration certificate or license are usually envisaged in the legal act governing 
the respective special regime.

Some procedures laid down in the legislation partly resemble mandatory no-
tification. One such procedure is the procedure for foreigners applying for a 
residence permit on the grounds of investment. This procedure, however, has 
a very narrow scope of application and is included in the report to illustrate 
what measures exist in the absence of a holistic screening mechanism.
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The Foreigners in the Republic of Bulgaria Act76 and the rules on its imple-
mentation77 entitle foreigners to apply for and obtain a resident permit on the 
grounds of a certain type of investment. The notification (about the invest-
ment) is part of the procedure both before and after obtaining the permit.

Before applying for a residence permit, the foreigner must obtain a document 
from the Invest Bulgaria Agency certifying certain circumstances related to 
their investment and required for granting the permit (e.g., information about 
the size of the investment and the origin of the funds). The Invest Bulgaria 
Agency is also authorized to request information from the Ministry of the 
Interior and the State Agency for National Security on whether the applicant 
poses a threat to national security. However, since the collected information 
is relevant only for the issuance of the residence permit and does affect the 
investment itself, the legal consequences of not obtaining the document are 
limited to not granting the permit. Thus, the requirement could not be con-
sidered a mandatory ex-ante notification or approval requirement within the 
meaning of the investment screening terminology.

The other notification requirement related to the issuance of residence per-
mits applies after the permit has been granted. According to the law, foreign-
ers who have been granted the right to permanently reside in Bulgaria must 
immediately inform the Invest Bulgaria Agency and the Ministry of Innova-
tion and Growth about any change in the circumstances related to their in-
vestment. They are also obliged to declare once a year, but no later than 1 De-
cember, the absence of such changes. The notifications must be recorded in 
a special register.78 This notification procedure resembles ex-post notification 
within the meaning of the investment screening terminology, but the conse-
quences of non-compliance are limited and can affect the validity of the resi-
dence permit and not the investment as such. Nevertheless, the procedure is 
a good example of a notification requirement enabling the public authorities 
to monitor foreign investments, including on the grounds of national security 
and public order. It is also worth mentioning because it is one of the very few 
review procedures specifically concerning foreign investors and applicable 
across different sectors. At the same time, if such a procedure is to be included 
in a future national screening mechanism, the legal consequences of failure to 
comply with the notification requirements should be extended to affect not 
only the residence status of the investor but also the investment itself.

In the absence of a national foreign investment notification procedure, no legal 
consequences apply in case of non-notification, i.e., transactions are neither 
automatically deemed invalid nor can be legally suspended and the govern-
ment is not authorized to require the unwinding of the investment or to im-
pose sanctions (fines, penalties, or other administrative or criminal sanctions).

76 Bulgaria, Foreigners of Republic of Bulgaria Act [Закон за чужденците в Република 
България], 23 December 1998, last amended 18 March 2022.

77 Bulgaria, Rules on the Implementation of the Foreigners in the Republic of Bulgaria Act 
[Правилник за прилагане на Закона за чужденците в Република България], 5 July 2011, 
last amended 10 June 2022.

78 Bulgaria, Rules on the Implementation of the Foreigners in the Republic of Bulgaria Act 
[Правилник за прилагане на Закона за чужденците в Република България], 5 July 2011, 
last amended 10 June 2022, Article 39, Paragraph (5).
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Finally, it should be noted that Bulgarian legislation envisages numerous 
public registers, in which investors must register if their investment is linked 
to a commercial operation subject to registration. The main such register is 
the Commercial Register, which is an electronic database containing all rele-
vant circumstances and legal acts associated with domestic commercial and 
non-profit entities and branches of foreign companies and non-profit enti-
ties.79 Public registers also operate in various economic sectors. The registra-
tion obligations associated with these registers, however, could not qualify 
as notification requirements within the meaning of the investment screening 
terminology as they are not specifically linked to investments but rather serve 
the purpose of informing third parties and ensuring the transparency of civil 
turnover.

Call-in Powers (Ex Officio Screening)

In Bulgaria, the government does not have formal authority to initiate a re-
view of an investment that is otherwise not subject to mandatory notification. 
The investors do not need the express or tacit approval, authorization or clear-
ance by the government or any other governmental authority before com-
mitting (conditionally or unconditionally) to or completing a contemplated 
investment. There are no legal provisions providing the government or any 
other governmental authority with ex-officio screening powers. As a result, 
there are no thresholds for triggering an ex-officio screening process, no spec-
ified period during which such powers may be exercised, and no legal option 
for other government agencies and third parties to initiate such a process (by 
notifying or alerting the responsible authority). 

Consequently, there are no rules governing the legal consequences of com-
pleting an investment before approval. Such transactions are neither automat-
ically deemed invalid nor can be legally suspended (including retroactively). 
There are also no rules authorizing the government or any other governmen-
tal authority to require the unwinding of the investment or to impose fines, 
penalties, or other administrative or criminal sanctions. Thus, the introduc-
tion of such a procedure, including the consequences of non-compliance, 
should be taken into consideration if Bulgaria is to introduce an FDI screening 
mechanism. 

At present, the only procedures resembling ex-officio screening that are ex-
plicitly regulated in the legal framework governing foreign investment are 
the procedures for monitoring the execution of concession contracts. In the 
absence of a national screening mechanism, these procedures are explained 
below although they can only partly qualify as ex-officio screening proce-
dures due to their narrow scope of application.

The Regulation on the Monitoring, Management and Control of Concessions 
envisages three main types of monitoring – preliminary, ongoing and subse-
quent. Multiple public authorities are involved in the monitoring – the govern-

79 Bulgaria, Commercial Register and Register of Non-Profit Legal Entities Act [Закон за 
търговския регистър и регистъра на юридическите лица с нестопанска цел], 1 January 
2008, last amended 11 December 2020, Article 2. 
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ment, the line ministers, the mayors, the Privatization and Post-Privatization 
Control Agency, the Court of Auditors, the State Financial Inspection Agency, 
and the Commission for Protection of Competition.80 According to the regu-
lation, the ongoing control over the performance of the concessionaires’ obli-
gations under the concession contracts is carried out through inspection and 
analysis of the concessionaires’ reports on the performance of their contracts, 
and regular (planned) or extraordinary on-site inspections.81 Depending on 
the findings, the legal consequences of such inspections include reports with 
recommended measures to remedy the non-compliance with the concession 
contract, referral to another public authority (in case of violation of regulatory 
requirements), imposition of sanctions and penalties, or early termination of 
the concession contract.

Voluntary Notifications

In the absence of mandatory notification requirements, it is natural that the 
national legislation does not foresee any rules on voluntary notification as 
well. There are no procedures available to investors for notifying the govern-
ment or any other governmental authority of their investments. 

Voluntary notifications can be made neither before committing (condition-
ally or unconditionally) to or completing a contemplated investment nor 
within a certain period of time following the completion of the investment. 
Consequently, there are no legal consequences in case a voluntary notifi-
cation is not made, no incentives to encourage such notifications (e.g., safe 
harbor), no thresholds for triggering a screening process, no rules specify-
ing the notifying parties and the notification period, and no pre-notification 
procedure (a procedure for obtaining a preliminary indication regarding the 
need to notify an investment, e.g., no-action letter, comfort letter, clearing 
letter, or similar).

Procedural Framework

In the absence of a national investment screening mechanism, this section of-
fers a brief overview of some of the currently existing cross-sectoral invest-
ment review processes that most resemble screening procedures.

The main rules specifically governing investments are laid down in the In-
vestment Promotion Act. The law regulates the terms and procedures for 
encouraging investments in the territory of Bulgaria, the activities of the 
public bodies in the area of encouraging investments, and the protection of 
investments.82 The main objectives of the legal framework are explicitly list-
ed in the law as well. They are to raise the competitive abilities of the Bul-

80 Bulgaria, Regulation on the Monitoring, Management and Control of Concessions [Наредба 
за мониторинга, управлението и контрола на концесиите], 24 August 2018, Article 4.

81 Bulgaria, Regulation on the Monitoring, Management and Control of Concessions [Наредба 
за мониторинга, управлението и контрола на концесиите], 24 August 2018, Article 18.

82 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 1, Paragraph (1).

Procedure
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garian economy through the increase of investments in scientific research, 
innovations and technological development in high-added value products 
and services by observing the principles of sustainable development, to 
improve the investment climate and overcome the regional disparities in 
the socio-economic development, and to create new and highly productive 
jobs.83

To achieve these objectives, the law provides for special measures aimed at 
encouraging investments in tangible and intangible fixed assets and related 
new jobs.84 To benefit from these special measures, investors must obtain a 
special certificate. Certificates are granted to investments defined as Class A, 
Class B, Class C or Priority Investment Projects. The measures for promoting 
investments largely depend on the certificate they have obtained.

The law envisages two procedures for reviewing investments in relation to 
the issuance of certificates: one for verifying compliance with requirements 
for issuing the certificate and one for exercising subsequent control over the 
implementation of the investment projects.

To obtain Class A, Class B, or Priority Investment Project certificate, investors 
must submit an application to the Executive Director of the Invest Bulgaria 
Agency. The application must be accompanied by an investment project and 
other relevant documents. The Executive Director of the Invest Bulgaria Agen-
cy evaluates the submitted documents following the procedure established in 
the law. In case of discrepancies and/or incompleteness of the documents, the 
investor is duly notified and provided with a deadline for their correction. If 
there are no discrepancies and incompleteness, the Executive Director of the 
Invest Bulgaria Agency proposes to the Minister of Innovation and Growth to 
issue (or refuse to issue) a certificate. The proposal together with all support-
ing documents must be sent within 30 days of their submission. The Minister 
of Innovation and Growth (or another authorized official) can either issue a 
certificate defining the investment as Class A, Class B or Priority Investment 
Project (the latter requires a decision of the Council of Ministers) or refuse to 
issue a certificate (if any of the conditions explicitly listed in the law is not 
fulfilled).85

The procedure for issuing Class C investment certificates is similar but in-
volves different authorities. According to the law, the applications for obtain-
ing such certificates (accompanied by the same documents) are submitted to 
the respective municipal mayor. After evaluating the documents, the mayor 
notifies the applicant of any discrepancies and/or incompleteness of the doc-
uments and provides them with a deadline for their correction.86 If there are 
no discrepancies and/or incompleteness, the mayor proposes to the municipal 
council, within 30 days of the submission of the documents, to issue a certifi-

83 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 1, Paragraph (2).

84 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 12, Paragraph (1).

85 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 18, Aricle 19, Article 19a.

86 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 18, Paragraph (5).
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cate. Based on the municipal council’s decision, the mayor can either issue or 
refuse to issue the requested Class C investment certificate.87

The institutions responsible for supervising the implementation of invest-
ment projects, which have received Class A or Class B certificates, are the 
Minister of Innovation and Growth (or another authorized official from the 
same ministry), the executive authority providing the incentive measure and 
officials authorized by the Minister of Labor and Social Policy (in terms of any 
training or employment-related aspects of the investment project). The super-
vision covers the implementation of the investment in terms of minimum size 
and duration and consists of reviewing documents presented by the investor 
(e.g., interim and annual financial statements).88

The other investment review that resembles a screening procedure is laid 
down in the Foreigners in the Republic of Bulgaria Act.89 This law and the 
rules on its implementation envisage two review procedures – one for veri-
fying the conditions for granting a permanent residence permit and one for 
reviewing compliance after the issuance of the permit. According to the law, 
the circumstances certifying the investments of foreigners applying for res-
idence permits are established ex officio by the Invest Bulgaria Agency. This 
is done upon request by the foreigner accompanied by the presentation of 
certain documents (e.g., a criminal record certificate). Foreigners who have 
obtained residence permits on the grounds of their investment are obliged to 
immediately notify the Invest Bulgaria Agency of any change in the circum-
stances based on which the permit was issued. The Invest Bulgaria Agency 
is in turn obliged to notify the Migration Directorate of the Ministry of the 
Interior of any change in the circumstances leading to incompliance with the 
requirements for issuing the permit. Such a notification is a ground for the 
withdrawal of the granted residence permit.90

Screening Authority

The main competent screening (decision-making) governmental authorities 
empowered to review the investments under the procedures laid down in the 
Investment Promotion Act and the Foreigners in the Republic of Bulgaria Act 
are the Invest Bulgaria Agency and the Minister of Innovation and Growth 
(in the procedures for granting Class A, Class B and Priority Investment Proj-
ect certificates), the mayors and the municipal councils (in the procedure for 
issuing Class C certificates), and the Invest Bulgaria Agency (in the procedure 
for issuing residence permits).

87 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 20, Paragraph (3).

88 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 28, Paragraphs (2) and (3).

89 Bulgaria, Foreigners in the Republic of Bulgaria Act [Закон за чужденците в Република 
България], 23 December 1998, last amended 18 March 2022.

90 Bulgaria, Rules on the Implementation of the Foreigners in the Republic of Bulgaria Act 
[Правилник за прилагане на Закона за чужденците в Република България], 5 July 2011, 
last amended 10 June 2022, Article 39.
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In the procedure for issuing Class A, Class B and Priority Investment Project 
certificates under the Investment Promotion Act, the reviewing authority (re-
sponsible for checking the application and the supporting documents) is the 
Executive Director of the Invest Bulgaria Agency and the decision-making au-
thority is the Minister of Innovation and Growth (responsible for issuing the 
certificate).91 For obtaining a Priority Investment Project certificate the proce-
dure also requires a decision by the Council of Ministers. In the procedure 
for issuing Class C certificates, the reviewing and decision-making authorities 
are the mayors, but the procedure also requires a positive decision by the 
municipal council.

In the procedure for issuing residence permits on the grounds of invest-
ment, the reviewing authority is the Invest Bulgaria Agency. The agency is 
responsible for verifying and evaluating the investment documents. The deci-
sion-making authorities in all residence permit procedures are the competent 
authorities of the Ministry of the Interior. 

Interagency Review

In the absence of a national screening mechanism, interagency responsibility 
for screening investments is limited to the exchange of information in some 
of the procedures resembling such screening. Thus, for example, in the pro-
cedure for issuing residence permits on the grounds of investment, the Invest 
Bulgaria Agency, when reviewing the investment documents, can request in-
formation from the Ministry of the Interior and the State Agency for National 
Security on whether the applicant has been involved in certain criminal activ-
ities or otherwise poses a threat to national security. 

Overall, if Bulgaria decides to introduce a national investment screening 
mechanism, it is recommended to define the manner in which the screening 
authorities will consult or cooperate with other authorities within Bulgaria 
and/or in other countries.

Coordination of Screening Mechanisms  

In Bulgaria, there are no investment screening mechanisms and consequently 
there are no rules governing the coordination between such mechanisms. 
Moreover, there is no coordination between the different investment review 
procedures that resemble screening procedures. The only coordination en-
sured by the legislation is the interagency coordination between the differ-
ent public authorities involved in the implementation of the same procedure. 
Thus, for example, in the procedure for issuing residence permits on the 
grounds of investment, the law governs the coordination between the migra-
tion authorities, the Invest Bulgaria Agency, the Ministry of the Interior and 
the State Agency for National Security.

91 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Articles 19 and 20.
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Governance

In the absence of a national investment screening authority and a designated 
screening authority, the governmental authority most often involved in in-
vestment review procedures in the Invest Bulgaria Agency.

Invest Bulgaria Agency is an executive agency under the Minister of Innova-
tion and Growth.92 The mission of the agency is to promote all incentives to 
increase the inflow of foreign direct investment in Bulgaria, acting as a medi-
ator between investors, and state and local institutions in the implementation 
of investment projects. 

The organization and activities of the Invest Bulgaria Agency are governed by 
its statutory regulation adopted by the government. The Executive Director 
of the Invest Bulgaria Agency is appointed by the Minister of Innovation and 
Growth in coordination with the Council of Ministers. The agency employs 
a total of 27 persons, including the Executive Director, the Deputy Executive 
Director and the Secretary-General. The agency’s personnel are organized 
into two directorates – the Administrative and Legal Directorate (with 7 em-
ployees) and the Marketing and Investment Service Directorate (with 17 em-
ployees).

Local Representation

In the absence of a national investment screening mechanism, the involve-
ment of local authorities is limited to participation in some of the investment 
review procedures resembling such screening. Thus, for example, local au-
thorities have certain responsibilities in the procedures for issuing investment 
certificates under the Investment Promotion Act. According to this law, the 
mayors of municipalities are responsible for reviewing applications for and 
issuing Class C investment certificates. The procedure also requires a positive 
decision by the respective municipal council.93 If Bulgaria is to introduce a 
national investment screening mechanism, it is recommended to envisage a 
certain role in the screening process of local authorities (i.e., the mayors, the 
municipal councils and/ the district governors).

Enhanced Investment Screening 

In Bulgaria, there are no rules governing enhanced investment screening and 
no investments determined to be controlled by a foreign government are sub-
ject to increased scrutiny.

92 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Article 11a.

93 Bulgaria, Investment Promotion Act [Закон за насърчаване на инвестициите], 24 October 
1997, last amended 18 March 2022, Articles 19 and 20.
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Outline of the Screening Procedure 

The legal framework in Bulgaria does not require foreign investors to obtain 
any clearance before the realization of the investment.

Time Frame

A legal framework introducing an investment screening mechanism must be 
precise in terms of the timeframe foreseen for reviewing transactions. In Bul-
garia, there is no FDI screening mechanism and therefore this part of the re-
port reviews the timeframe of the two procedures that most closely resemble 
such a mechanism – the procedure for issuing investment certificates and the 
one for granting residence permits on the grounds of investment.

According to the Investment Promotion Act, the application for obtaining 
an investment certificate must be assessed by the reviewing authority (the 
Executive Director of the Invest Bulgaria Agency or the mayor depending on 
the requested certificate) within 30 days following its submission. In case of 
discrepancies and/or incompleteness of the documents, the investor must be 
duly notified and provided with a deadline for their correction, which cannot 
exceed two months. When the review of the application and the supporting 
documents requires assessment by another authority, the investment project 
is forwarded to that authority, which in turn must deliver its opinion within 
14 days unless a special law provides otherwise. After the review procedure 
is completed, the decision-making authority (the Minister of Innovation and 
Growth or the mayor depending on the requested certificate) rectification 
of the discrepancies) must issue a decision within 14 days. If the requested 
certificate is for a Priority Investment Project, the procedure requires a pos-
itive decision by the government. In these cases, the Minister of Innovation 
and Growth must submit the proposal to the government within 30 working 
days of receiving it.94 None of the procedures for issuing investment certifi-
cates provides for specific exemptions, fast-track procedures, or deadline ex-
tensions. There are also no rules governing the consequences of missing the 
deadlines by the authorities involved in the procedures.

The timeframe laid down in the Foreigners in the Republic of Bulgaria Act in 
relation to the issuance of residence permits on the grounds of investment is 
more complicated because the procedure is not limited to reviewing the in-
vestment but involves the verification of a number of other facts and circum-
stances. The review of the investment, as a separate part of the procedure, has 
relatively short deadlines. The Invest Bulgaria Agency must review the doc-
uments within 14 working days of their receipt. This period can be extended 
by five working days if this is necessary for the ex-officio collection of certain 
documents. In complex cases, the deadline for reviewing the documents may 
be extended by ten working days and additional documents may be request-

94 Bulgaria, Rules on the Implementation of the Investment Promotion Act [Правилник за 
прилагане на Закона за насърчаване на инвестициите], 21 September 2007, last amended 
14 October 2022, Article 11, 12, 14, 19 
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ed from the investor.95 The procedure does not provide for any exemptions or 
fast-track procedures.

If Bulgaria decides to introduce a national investment screening mechanism, 
it is important to define how long the review process will take and what fac-
tors would determine the timelines for clearance. In addition, it is also rec-
ommended to consider the introduction of exemptions, fast-track procedures 
and rules for deadline extensions as well as to define the consequences of 
missing the deadline by the screening authority.

Disclosure

In the two procedures that most closely resemble screening, the investor is 
obliged to provide the reviewing authority with information about the invest-
ment in order to prove its compliance with the respective legal requirements.

In the procedure for obtaining an investment certificate, the information, 
which the investor is obliged to provide, consists of an application and a 
number of supporting documents. The application is submitted using an of-
ficial template and provides information about the investor (name, address, 
legal form, number of employees, financial capacity, turnover, etc.) and the 
investment (type, amount, location, short and long-term plan, employment 
and training, etc.). The supporting documents include, among others, crim-
inal record certificates, documents certifying the absence of monetary obli-
gations to the state, documents certifying the availability and the origin of 
funds, etc.). The template is available in Bulgarian and English. The support-
ing documents, which are in a foreign language, must be submitted in both 
the original language and translated into Bulgarian.96 The law does not pro-
vide for the possibility to request other information from the investor beyond 
that specified in the law.

In the procedure for issuing a residence permit on the grounds of investment, 
the applicants are obliged to provide a lot of information, most of which, how-
ever, does not concern the investment but is aimed to prove compliance with 
the residence requirements. Regarding the investment itself, the applicant is 
obliged to provide a declaration of the origin of the funds (under the money 
laundering legislation) and documents certifying the investment (copies of 
contracts, bank statements, etc.). When reviewing the investment, the Invest 
Bulgaria Agency is authorised to request additional documents from the in-
vestor. The investor is obliged to submit all documents translated into Bul-
garian.97

95 Bulgaria, Rules on the Implementation of the Foreigners in the Republic of Bulgaria Act 
[Правилник за прилагане на Закона за чужденците в Република България], 5 July 2011, 
last amended 10 June 2022, Article 39, Paragraph (8). 

96 Bulgaria, Rules on the Implementation of the Investment Promotion Act [Правилник за 
прилагане на Закона за насърчаване на инвестициите], 21 September 2007, last amended 
14 October 2022, Article 4, 7.

97 Bulgaria, Rules on the Implementation of the Foreigners in the Republic of Bulgaria Act 
[Правилник за прилагане на Закона за чужденците в Република България], 5 July 2011, 
last amended 10 June 2022, Article 25, Paragraph (8), Article 39, Paragraph (6).
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Information from Other Authorities

In both procedures that most closely resemble screening procedures, the re-
viewing authorities are authorised to request and obtain information from 
other authorities.

In the procedure for issuing investment certificates, the law allows the re-
viewing authority to request the opinion of other authorities if such an opin-
ion is necessary for the assessment of the investment. The authorities, from 
which an opinion is requested, must deliver it within 14 days of the receipt of 
the request unless a special law provides otherwise.98

In the procedure for issuing residence permits on the grounds of investment, 
the Invest Bulgaria Agency is authorized to request information from the 
Ministry of the Interior and the State Agency for National Security on wheth-
er the applicant is involved in criminal activities or otherwise poses a threat 
to national security.99

Procedural Safeguards 

In both procedures that most closely resemble screening procedures, there are 
no procedural safeguards specifically provided for in the law. The applicants 
are not entitled to access the file or to be heard. The right to a motivated deci-
sion is limited to receiving a copy of the decision.

Third-Party Intervention

In none of the two investment review procedures that most closely resemble 
screening procedures (the procedure for obtaining an investment certificate 
and the procedure for obtaining a residence permit on the grounds of invest-
ment), third parties (other than authorities) can become involved in the re-
view process.

Data Privacy

The safeguards in place to protect confidential and other sensitive informa-
tion from being disseminated are the general safeguards provided in the laws 
governing personal data protection and the protection of commercial secrets. 
The two investment review procedures that most closely resemble screening 
procedures (the procedure for obtaining an investment certificate and the pro-
cedure for obtaining a residence permit on the grounds of investment) do not 
provide for any additional safeguards specifically protecting data privacy. 

98 Bulgaria, Rules on the Implementation of the Investment Promotion Act [Правилник за 
прилагане на Закона за насърчаване на инвестициите], 21 September 2007, last amended 
14 October 2022, Article 12.

99 Bulgaria, Foreigners in the Republic of Bulgaria Act [Закон за чужденците в Република 
България], 23 December 1998, last amended 18 March 2022, Article 25, Paragraph (9).
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In both procedures, the Invest Bulgaria Agency and the other authorities in-
volved in the review process are bound by the rules of data protection legisla-
tion and must collect and process data in compliance with the Personal Data 
Protection Act and the General Data Protection Regulation. In the procedure 
for issuing investment certificates, an additional guarantee for confidentially 
is the explicit obligation of all public officials performing administrative func-
tions in connection with the implementation of investment promotion mea-
sures not to disclose any information that has become known to them in con-
nection with their official duties, including information about the reviewed 
investment projects and information included in the investors’ applications 
and/or supporting documents.100

Pre-Notification Guidance

Bulgarian legislation does not provide for a national screening mechanism. 
Consequently, investors can neither obtain any formal or informal guidance 
nor expect any pre-filing dialogue with the authorities.

If Bulgaria decides to introduce a national screening mechanism pre-notifi-
cation guidance can be provided by the Invest Bulgaria Agency, which is al-
ready providing guidance to investors under the Investment Promotion Act. 
According to this law, the agency provides investors with consultation ser-
vices and individual administrative.101 The agency also carries out investment 
marketing by presenting and advertising abroad investment opportunities in 
the country, assists investors in the implementation of their projects and pro-
vides them with information and individual administrative services.102 Other 
services provided by the agency include pre-investment care, communication 
and coordination, certification and application of incentives, and post-invest-
ment support.103

Consultation

In the absence of a national screening mechanism, it is not possible for in-
vestors to obtain consultation or any other advisory service from a public 
authority. Nevertheless, the Invest Bulgaria Agency is assigned by law to 
provide consultations to investors wishing to invest in Bulgaria.104 This func-
tion of the agency can be extended to include pre-screening consultations if 

100 Bulgaria, Rules on the Implementation of the Investment Promotion Act [Правилник за 
прилагане на Закона за насърчаване на инвестициите], 21 September 2007, last amended 
14 October 2022, Article 15.

101 Bulgaria, Rules on the Implementation of the Investment Promotion Act [Правилник за 
прилагане на Закона за насърчаване на инвестициите], 21 September 2007, last amended 
14 October 2022, Article 116. 

102 Bulgaria, Statutory Regulation of the Invest Bulgaria Agency [Устройствен правилник на 
Българската агенция за инвестициите], 5 May 2015, last amended 10 June 2022, Article 8.

103 For information about the services provided by the Invest Bulgaria Agency, including the 
services provided through its virtual office, see the website of the agency.

104 For information about the consultation services provided by the Invest Bulgaria Agency, 
including the option to obtain consultation through its virtual office, see the website of the 
agency.
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at some point Bulgaria decides to introduce a national investment screening 
mechanism.

Government Relations

At present, due to the lack of a national screening mechanism, no government 
relations, public affairs, lobbying or other specialists are used to support the 
review of transactions. Other lawful informal procedures to facilitate or ex-
pedite clearance are also not available.

Screening Criteria

Bulgaria does not have a national cross-sectoral investment screening mech-
anism. In these circumstances, there is also no substantive test for clearance 
and no criteria thereof. The two review procedures that most closely resemble 
screening procedures (the procedure for issuing investment certificates and 
the one for issuing residence permits on the grounds of investment) envisage 
certain criteria, which the investment should satisfy. However, the satisfac-
tion of these criteria is relevant only for obtaining additional rights (promo-
tion measures or a residence permit) and does not affect the investment itself.

If Bulgaria decides to introduce an FDI screening procedure, in addition to 
defining the substantive test for clearance it is also recommended to provide 
clear rules stipulating on who will be the burden for showing whether the 
transaction does or does not satisfy the test.

National Security/Public Order Test 

As no national or cross-sectoral FDI screening mechanism exists in Bulgar-
ia, no public authority can block a transaction on the grounds of national 
security/public order. In the procedure for issuing residence permits on the 
grounds of investment, the Invest Bulgaria Agency is entitled to request in-
formation from the State Agency for National Security and the Ministry of 
Interior on whether the applicant is involved in criminal activities or other-
wise poses a threat to national security.105 However, this information can af-
fect only the outcome of the permit procedure and cannot lead to blocking the 
investment.

Net Benefits Test

In the absence of a national or cross-sectoral FDI screening mechanism, it is 
not possible for any public authority to block a transaction on the grounds 
that the investment does not provide a sufficient economic benefit to the 
national economy. The economic benefit is part of the investment reviews 

105 Bulgaria, Foreigners in the Republic of Bulgaria Act [Закон за чужденците в Република 
България], 23 December 1998, last amended 18 March 2022, Article 25, Paragraph (9).
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in the procedure for issuing investment certificates and in the procedure for 
issuing residence permits on the grounds of investment. The outcome of these 
reviews, however, serves only to verify whether the investment meets the cri-
teria laid down in the law (for obtaining a certificate or a residence permit, 
respectively) and cannot lead to blocking the investment or any transactions 
related to it.

Competition Test

In the absence of a national screening mechanism, there are no rules allowing 
the screening authority to have a componence of analysis focused on compe-
tition/monopoly concerns. However, this issue should be addressed if Bul-
garia decides to introduce such a mechanism in the future. One option in this 
direction is to envisage a certain role in the screening process for the national 
competition authority – the Commission on Protection of Competition.106

Competencies

Bulgaria has not introduced any investment screening mechanism and the 
public authorities have no competencies to prohibit or otherwise interfere 
with a transaction.

Discretion

In the absence of a national screening mechanism and of any powers of public 
authorities to prohibit or otherwise interfere with a transaction, there are no 
rules or practices on how much discretion can be exercised when approving, 
conditioning or prohibiting transactions.

Decision-Making Based on Undisclosed Information

Similarly, there are no rules defining to what extent a decision can be based 
on information, which is not part of the file or is confidential or otherwise not 
disclosed to the investor (e.g., official secrets, security intelligence, etc.).

Mitigation

There are no rules on avoiding negative decisions by mitigation arrangements 
or entering mitigation agreements with the transaction parties as a condition 
for approval. 

106 For more information about the functions of the Commission on Protection of Competition, 
see the website of the commission.

Decision

https://www.cpc.bg/en/homepage


Adjudicatory Recourse

In the absence of an investment screening mechanism, there are no rules de-
fining the consequences of a negative decision, including the options for chal-
lenging or appealing such a decision within the administrative process or in 
front of a court. In the two procedures that most closely resemble screening 
procedures (the procedure for issuing investment certificates and the proce-
dure for issuing residence permits on the grounds of investment), the general 
rules on challenging administrative decisions apply. Since none of these pro-
cedures qualifies as an investment screening procedure the further review of 
the rules on appeal associated with them goes beyond the scope of the report. 
Nevertheless, if Bulgaria decides to introduce a national screening mecha-
nism, investors should be provided with effective options to challenge the 
negative outcome of the screening process.

Scope and Standard of Judicial Review

In the absence of a national screening mechanism, there are also no rules gov-
erning any judicial review. If such a mechanism is introduced in the future, it 
is recommended to include clear provisions on the scope and the standard of 
the review applicable to claims relating to the screening process.

Types of Remedies

Similarly, there are no remedies available to investors. If Bulgaria decides 
to introduce an FDI screening procedure, it should also consider what types 
of remedies could be made available to the investors (e.g., annulment of the 
screening decision, compensation for damages, revision of the decision, etc.).

Standing

In the absence of a national screening procedure, there are no rules specifying 
who may have recourse against the outcome of such a procedure (e.g., the in-
vestor concerned, the target company, shareholders of the investor or target, 
the investor’s counterparty in the investment transaction, competitors, etc.). 

Actionable Measures

Similarly, if Bulgaria decides to introduce a national screening mechanism, 
it is recommended that the legal framework includes rules defining what 
screening decisions or measures may be challenged. At present, due to the 
lack of such a mechanism, there are no rules on whether investors can chal-
lenge only negative outcomes (i.e., not entirely favourable for the investor) or 
also positive outcomes (i.e., if persons are having a legal interest in challeng-
ing a positive decision), non-actions (e.g., in case of implied or tacit decisions), 
refusals to initiate control procedures, etc.
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Non-Adjudicatory Remedies

Similarly, if a foreign investment screening process is to be introduced in Bul-
garia, it is recommended to also consider some non-adjudicatory remedies 
against screening decisions.

At present, Bulgaria has no FDI screening mechanism. No legislative changes 
for the introduction of such a mechanism have been undertaken either.

To comply with the applicable provisions of the EU Screening Regulation, the 
legal framework should envisage a national cooperation mechanism and an 
interinstitutional screening authority.

Compliance  
with EU Law 



107

Quality of Legal Framework 

Currently, the main deficiency of the legal framework is that it does not en-
visage any holistic FDI screening mechanism, despite the increase in risks, 
in particular in relation to trade and investments from Russia. Although the 
review of the current legislation reveals some fragmented procedures resem-
bling FDI screening, none of them meets all the criteria to qualify as a screen-
ing mechanism.

If Bulgaria decides to introduce a screening mechanism, only then its quality 
can be assessed in terms of language, definitions of concepts and terms, con-
sistent and effective approach, understandability and predictability, etc. The 
traffic light system for assessing the quality of investment screening mecha-
nisms could be applied only after such a mechanism is properly introduced.

Pros/Cons

In the absence of a screening mechanism, neither pros nor cons of the legisla-
tive approach can be discussed. At a policy level Bulgaria needs to balance the 
necessity to respond to emerging economic security threats with the risk of 
harming the investment process through additional regulations, in view also 
of issues with administrative capacity and the rule of law. 

Compliance Burden

Similarly, no assessment can be made in terms of the created red tape for 
business.

Best Practices

In the absence of a screening mechanism, there are no legal and/or practical 
issues that could be remedied by legislation or a change of administrative 
practice. Only after such a mechanism is introduced it would be possible to 
identify such issues and suggest measures for remedying them.

Suggested Improvements

Bulgaria should introduce a national investment screening mechanism that 
meets the minimum standards laid down in the EU Screening Regulation. 
Taking into account the country’s vulnerabilities vis-à-vis the worsening for-

107 See also OECD, Transparency, Predictability and Accountability for investment screening mecha-
nisms, OECD Secretariat, 2021.
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eign economic influence crisis, meeting minimum standards may not even be 
enough.

Overall, Bulgaria needs to introduce a holistic preliminary and subsequent 
FDI screening mechanism, providing for proportionality between the pro-
tection of national interests and security on the one hand, and the right of 
foreign investors to invest in the country, including the remedies for its pro-
tection, on the other. In this respect, the Bulgarian authorities should also 
bear in mind the relatively low attractiveness of the Bulgarian economy for 
foreign investors. 

Developing an effective investment screening mechanism in Bulgaria requires 
coordinated efforts on a strategic, policy and a practical, process level:108

 • Setting strategic priorities. Bulgaria needs to embed investment screen-
ing in both its national security and its investment promotion strategy, 
neither of which has been updated in the past five years. The Security 
Council at the Council of Ministers seems to be the institution best suited 
to perform this strategic review. The strategic discussion needs to take 
into account the risks for Bulgaria’s economic security and its investment 
needs in the coming decade. It should also consider the existing national 
capacity and experience with investment screening, and the country’s ob-
ligations in this area as an EU and NATO member.

 • Engaging the private sector and civil society. As possibly the main driv-
ers for success of any future investment screening mechanism, their main 
role would be to ensure the establishment of a mechanism, free from state 
interference in the extent that the latter might curb investment. Introduc-
ing legislative changes, however, would also demand the involvement of 
public institutions such as the Security Council, the State Agency for Na-
tional Security, the Ministry of Innovation and Growth, the Ministry of 
Defence, the Ministry of Finance, and the Invest Bulgaria Agency. 

 • Drafting comprehensive legislation. Based on public-private dialogue, 
an analysis of the current legislative framework and an in-depth econom-
ic analysis of the trends of FDI in Bulgaria should be conducted, as they 
would provide the foundation for legislation that matches Bulgaria’s na-
tional security needs. 

 • Building on EU and international best practices. Mapping European 
investment screening policies and collecting good practices would help 
adopt the model most relevant to the Bulgarian context. Suitable knowl-
edge hubs for this effort would be the Center for International Private En-
terprise in Washington D.C. and the CELIS Institute in Europe. The ex-
perience of Central European countries, in particular success or failure 
factors, can also be drawn upon, as they have recently introduced such 
investment screening mechanisms. 

108 Center for the Study of Democracy, Investment Screening in Bulgaria, Policy Brief No.123,  
December 2022.

https://csd.bg/publications/publication/investment-screening-in-bulgaria-1/


 • Developing the mechanism. The Security Council at the Council of Min-
isters in cooperation with the private sector should draw up a document 
with the key elements of an effective national investment screening mech-
anism. It should set the goals for investment screening in Bulgaria and 
establish a common ground for national, EU and NATO partners. 

Expected Legislative Changes (EU) 

Bulgaria has no investment screening mechanism in place, so it is reasonable 
to expect certain changes to the legislation due to the EU Screening Regula-
tion. As highlighted by the European Commission in its second annual report 
on the screening of foreign direct investments into the Union, Bulgaria does 
not have any publicly reported initiative regarding the EU Screening Regula-
tion and is one of only two EU Member States with no screening mechanism 
and no developments aimed at setting one.109

Expected Legal Developments

The only development in Bulgaria so far in relation to investment screening is 
the adoption, on 24 February 2022, of a governmental decision laying down 
the procedure for implementing Bulgaria’s obligations arising from the EU 
Screening Regulation.110 For this purpose, the Minister of Innovation and 
Growth, who is responsible for the overall coordination of the state policy 
on foreign investment, was tasked with the organization of the activities of 
the Bulgarian contact point for the implementation of the Regulation. The de-
cision also authorized the Head of the Trade Policy and EFTA Sector at the 
Permanent Representation of the Republic of Bulgaria to the EU to sign a joint 
administration agreement with the European Commission on the processing 
of personal data in the context of the cooperation mechanism under the EU 
Screening Regulation.

Ongoing Discussions

One of the main reasons for the lack of any FDI screening mechanism in Bul-
garia is the absence of public discourse on its purpose and potential use. In 
the current crisis, the issue of screening foreign investments remains in the 
background despite the relevance of the topic, especially in view of Bulgaria’s 
vulnerabilities to foreign economic influence.

One reason for the lack of discourse is that so far, no public authority has tak-
en the initiative to raise for public discussion the issue of investment screen-
ing. In the absence of initiative on the part of the government, this gap can 

109 European Commission (2022), Report from the Commission to the European Parliament and 
the Council: Second Annual Report on the screening of foreign direct investments into the 
Union (SWD(2022) 210 final), Brussels, European Commission, 1 September 2022.

110 Lazarov, I., “Daniel Lorer will organise the activities of the contact point on the FDI reg-
ulation” [Даниел Лорер ще организира дейността на контактната точка във връзка с 
регламента за преките чуждестранни инвестиции], Bulgarian News Agency, February 24, 
2022. 
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be filled by civil society, which can not only start this debate but also offer 
evidence-based arguments in the direction of finding the best solution for 
Bulgaria. Once initiated, however, the debate should involve all main stake-
holders, including the government, the business community, academia, and 
civil society.



 • Bulgaria, Commercial Act [Търговски закон], 1 July 1991, last amended 29 
March 2022

 • Bulgaria, Commercial Register and Register of Non-Profit Legal Entities 
Act [Закон за търговския регистър и регистъра на юридическите лица 
с нестопанска цел], 1 January 2008, last amended 11 December 2020

 • Bulgaria, Concessions Act [Закон за концесиите], 2 January 2018, last 
amended 26 February 2021

 • Bulgaria, Constitution of Republic of Bulgaria [Конституция на 
Република България], 13 July 1991, last amended 18 December 2015, Ar-
ticle 22

 • Bulgaria, Corporate Income Tax Act [Закон за корпоративното 
подоходно облагане], 22 December 2006, last amended 1 July 2022

 • Bulgaria, Council of Ministers, Strategy for Investment Promotion in 
the Republic of Bulgaria 2005-2010 [Стратегия за насърчаване на 
инвестициите в Република България 2005-2010], 30 June 2005

 • Bulgaria, Economic and Financial Relations with Companies Regis-
tered in Jurisdictions with Preferential Tax Treatment, their Related 
Parties and their Beneficial Owners Act [Закон за икономическите и 
финансовите отношения с дружествата, регистрирани в юрисдикции 
с преференциален данъчен режим, свързаните с тях лица и техните 
действителни собственици], 1 January 2013, last amended 13 November 
2018

 • Bulgaria, Foreigners in the Republic of Bulgaria Act [Закон за чужденците 
в Република България], 23 December 1998, last amended 18 March 2022, 
Article 24, Paragraph (1), Point 20, Article 25, Paragraph (1), Points 6, 7, 8, 
13, 16 and 17, and Article 25c

 • Bulgaria, Gambling Act [Закон за хазарта], 30 March 2012, last amended 
2 August 2022, Article 7

 • Bulgaria, Investment Promotion Act [Закон за насърчаване на 
инвестициите], 24 October 1997, last amended 18 March 2022, Article 13a

 • Bulgaria, Measures against Money Laundering Act [Закон за мерките 
срещу изпирането на пари], 27 March 2018, last amended 26 April 2022

 • Bulgaria, Measures against the Financing of Terrorism Act [Закон за 
мерки срещу финансирането на тероризма], 18 February 2003, last 
amended 12 March 2021
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 • Bulgaria, Obligations and Contracts Act [Закон за задълженията и 
договорите], 5 December 1950, last amended 27 April 2021, Article 26

 • Bulgaria, Ordinance on the Procedure, Method and Competent Author-
ities for the Identification of Critical Infrastructures and Their Sites and 
Risk Assessment [Наредба за реда, начина и компетентните органи за 
установяване на критичните инфраструктури и обектите им и оценка 
на риска за тях], 23 October 2012, last amended 5 April 2016, Article 11

 • Bulgaria, Ownership and Use of Agricultural Land Act [Закон за 
собствеността и ползването на земеделските земи], 1 March 1991, last 
amended 16 February 2021

 • Bulgaria, Personal Income Tax Act [Закон за данъците върху доходите 
на физическите лица], 24 November 2006, last amended 5 July 2022

 • Bulgaria, Protection of Competition Act [Закон за защита на 
конкуренцията], 28 November 2008, last amended 26 February 2021

 • Bulgaria, Public Enterprises Act [Закон за публичните предприятия], 8 
October 2019, last amended 9 February 2021, Article 12

 • Bulgaria, Regulation on the Monitoring, Management and Control of 
Concessions [Наредба за мониторинга, контрола и управлението на 
концесиите], 28 August 2018

 • Bulgaria, Rules on the Implementation of the Foreigners in the Republic 
of Bulgaria Act [Правилник за прилагане на Закона за чужденците в 
Република България], 5 July 2011, last amended 10 June 2022

 • Bulgaria, Rules on the Implementation of the Investment Promotion Act 
[Правилник за прилагане на Закона за насърчаване на инвестициите], 
21 September 2007, last amended 14 October 2022, Article 2

 • Bulgaria, State Agency National Security Act [Закон за Държавна агенция 
„Национална сигурност“], 1 January 2008, last amended 5 June 2020

 • Bulgaria, Statutory Regulation of the Invest Bulgaria Agency [Устройствен 
правилник на Българската агенция за инвестициите], 5 May 2015, last 
amended 10 June 2022

 • Bulgaria, VAT Act [Закон за ДДС], 4 August 2006, last amended 23 July 
2022

 • Regulation (EU) 2019/452 of the European Parliament and of the Council 
of 19 March 2019 establishing a framework for the screening of foreign 
direct investments into the Union, OJ L 791
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