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1. Introduction 

This project was Initiated in June 2003 as a continuation of earlier work prollded under a 
USAlDfunded privatization project Under that project. Advisors \\orl;ed closel? \\I& 
leadership and experts within the Ministry of Transportation and Commun~cat~on (XfTC) to 
determine the strategic objectives of the MTC with respect to the Black Sea A~rports located 
at Bourgas and Vama (the Airports). to conclude a feasibillb study for a conc~ssion for the 
Airports. and to begin work on the implementation of that concession 

The specific goal of this project is to support the initiation of a transparent and competltlve 
concession transaction which transfers substantial rlghts and obllgatlons for alrpan operation 
development and investment to an experienced. highl>-qualified private-sector lntematlonal 
airport operating company bvhile maintaining necessaq and e fk t lve  control b \  appropriate 
State institutions. This goal is consistent with international and European best practices for 
airport development and can deliver essential capacity up-mdes to the Airpons. coupled 1~1th 
significantly improved airport operation and efficiency and enhanced commerctal 
developrnent. 

As one of the first infrastructure concessions in Bulgaria this project also sen-a as a model 
for future concession transactions across multiple sectors - the Government of Bul-ma has 
indicated a substantial willingness to undertake concession transactions as a \\2y to leverage 
private sector expertise and financial capab~lities for the development of :he counm 's 
considerable infrashucture requirements. 

The project is focused on several key areas of activlh 

Establishment of the necessar). legal environment for airport concessions 

Improvements to amilable airport data; 
Completion of required concession and tender docwnentat~on; 
Support to transaction initiation and implementation; 
Capacity building and training for counterparts and others; and 
Implementation of a coordinated public awareness program 
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11. Summan of Actions and Achicvcmcots 

In June 2003 the project was required to develop a revised stratep for establ~shment of the 
enabling legal environment for airport concessions in Bulgaria following the narrow d e b t  of 
the amendments to the Civil Awation Act at tirst reading in Parliament The neb\ strate9 
included the revision of the necessary amendments to include Issues related to IIU accession 

in addition to airport concessions. and the submiss~on of the proposed amendments through 
the Council of Ministers. These hvo actions \vould demonstrate Government commlunent to 
the proposed legislation and broaden i t s  likely support in Parliament. The amendments \\odd 
be further supported by an active information and public awareness campaign. spec~tically 
within the key committees of Parliament (Transport and Economic Pol~cy) and through 
multiple media outlets (including the education and training of media professionals as well) 
To this end. Advisors prepared several news articles on airport concessions which were 
published in the Bulgarian press beginning summer 2003 and dtstnbuted to k c  constituents 
throughout the term of the project - these articles provided essent~al background on 
international experience and the rationale on airport concessions for Bulgane and proved 
extremely effective. PIepse see attachment I: n- arh'cles 12) on a&n conc&ions 
pramred by Advisors for~ublication and &tibution. 

In early July the project organized and led the successful part~cipat~on of a h~&-level 
Bulgarian delegation to the Airports Concession Workshop in Dubrovnik sporsored by the 
American Association of Airport Executives (AAAE). Advlsors accompanied a delegat~on of 
13 Bulgarian officials. including 9 Members of Parliament (both Economic Poliq and 
Transport Commission Heads) and 4 representatives from Government minisme In add~tion 
to the main presentations, Advisors succeeded to organize several key side mectlngs for h e  
delegation with investor and industq representatives who could answer spec~fic questions of 
interest for the delegation. The Bulgarian delegat~on took home several key messages from 
the Workshop, including: 

airports are critical to regional and national development. and airport revenues must be 
made available for alrport development 
private operation of awports is much more than just financing - it frequcntl? leads to 
improved operations and results due to the skills of the operating cornpan::. 
there is no single best or most appropriate transaction structure. a d  there are 
numerous examples of concessions throughout Europe. 
smaller airports, like those in Bulgaria. are particularly appropriate for concessions. 
safety, security and other Government concerns can and are satlstied under pribate 
operation of airports. and 
simplicity and clarity in transaction structure are highlv desirable 

Looking back at this event. the project benefited tremendously from the pamclpation of 
Members of Parliament, who gamed critical knowledge and allerwards leant their 
considerable support - such would have been impossible to realize through ary number of 
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efforts and meetlngs strtctlq beh\een Ad\~sors and Parllamentarlans In Bu gana The 
~mproked relatronship beh\een project personnel. lncludtng both MTC e\perts and leadership 
and Adblsors. and Members of Parliament was cnt~cal to the project's leglslatl\e iuccess 

A Government reshuffling in July resulted in a ne\v Mlnlster of Trmspon and 
Communication (Minister Nikolay Vassiler. also Depuw Prime M~nlster) and a new depun 
minister responsible for concessions (DM Nikola Yankov) The ~ncoming M!n~ster in h ~ s  
initial public comments and first meeting with the Parliamentw Transport Commlss~on 
confirmed his support for airport concessions and his intention to complete this tansact~on as 
a priority. As part of the adjustment to new leadership. the Adv~sors prepared br.efing papers 
and had initial meetings with new counterparts. Deputy Minster Yankov \ \ i l l  take over he 
main project leadership responsibilities within the MTC for thls transactlor Advisors 
reponed to USAID their opinion that the new MTC leadersh~p will be more capable to push 
for. initiate and complete the airports concession transaction. and that this tran5it1on \v111 be 
favorable for the project. Please see aftachmenf 2: brief in^ ~ackaee for DM Fankov. 

Adblsors prepared a Project Workplan for submlss~on lo USAID. ~dent~fjing lie\ actlons and 
Issues for project success The ~orkplan  \\as enacted to a large eutent. although dela\s in the 
passage of enabllng leglslatlon l~mlted the project's abl l~b to lnltlate the tranwctlon dunng 
the project's term Please see aftachmen~ 3: proieci w o r b l m  

Advisors and MTC experts in August 2003 completed a completely revised draft of he 
proposed amendments to the Civil Aviation Act. which were then submitted throufiout the 
Government for review and comment. Written opinions were collected at the end of the 
month. Key provisions of the draft amendments are: 

- Collcclion of infrash-ucturc charges: Although the Concessions Act clearly 
establishes the principal of concessions over airpom, it does not address this k c  
point. The amendments permit a concess~onaire to collect these lnfrasvucture charges 
(currently collected and retained by the State) in whole or in part consiaent with its 
requirement to invest in and develop infrastructure. Each concession tra~saction may 
require different commitments from a concessionaire. therefore the amendmenls are 
non-specific. leaving it to the specific concession dec~sion by the Government to 
decide what percentage of infrastructure charges to allocate to the ~ o n c ~ i o n a t r e  

- Improvcmcnt of tcndcr procedure: The Concessions Act creates a tender procedure 
that is generally acceptable for relatively simple concessions but is not adequate for 
concessions in infrastructure. such as over airports. The amendments improve the 
tender process specifically for airport concess~ons, includ~ng such prov~sions as pre- 
qualification to ensure only qualified bidders participate. payment of ihe necessary 
tender deposit during the final stages of the tender. and he particlpatlor of consortla 
not registered in Bulgaria during the tender process (but reglnenng upon ielect~on) 

- ,\lignment with EL- civil aviation dircctkcs: The CAA amerdments will 
additionally make Bulgarian aviation law consistent with that of the EL1. thereby. 
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facilitating Bulgaria's entq to the EU and enabling Bulgaria's aviation indusm to 
continue to make adjustments necessq  for its operation and competiti#~n within the 
EU framework. 

Advisors prepared passenger surveys for use at the Vama and Bourgas airports dunng the 
2003 peak season, and the MTC contracted with local survey firms for their  implementation^ 
This is the first detailed airport senicequalit) survey rhar the .\ffC has ever conducred The 
completed surveys provide baseline information to the Civil Aviation Agency a b u t  passenger 
sen-ice quality and also provide valuable information to potential investors which they may 
use to develop their technical proposals. Approximately 1.000 surveys \vex conducted 
during the month at August. The findings indicated that the overall level of service w a s  
thought to be acceptable (somewhat surprising). but that the airports themselves were not to 
be compared to 'European airports'. So tvhile expectations of service \sere generally met. 
such expectations were set extremely lou- The sun-ey findings did indicate specific areas of 
relative strength and weakness within the airports and allo\v for the estazdishment of 
benchmarks upon which future service quality improvements can be measured /'/ease see 
oltachment 4: ommvin~ and dmortlrtlnp pussenper survnx 

Advisors completed the revised financial model for the bundled concession transaction in 
August and delivered it to MTC counterparts. This model. which is covistent with 
international standards and practices. will be used by the MTC to review the financial 
implications of the proposed concession. to compare bids received b?- investors during the 
tender process. and to assist the CAA during its financial regulation of aeronautical a c t n ~ ~  
Thefinancial model was also a k y  source of training for rhe projecr and .\ffC e-rpens dmng 
the / e m  of the project. 

Also in August, Advisors and MTC counterparts conducted a site visit to tfe airpons to 
review operations during the high traffic season. The site visits were emernel? informatit-e 
and enabled the team not only to review the complete facilities at both airports. but also to 
engage in constructive discussions with management and technical experts at both airports 
We remain convinced that new investment, coupled with internationally experienced airport 
management will make significant improvement in the quality and safety of airport 
operations as well as improve dramatically the quality of service to passengers A picture of 
the current (and regular) level of crowding at Bourgas Airpon is attached belo\\ 
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In late September 2003, the MTC supported by project advisors o rp lzed  a public forum for 
presentation and discussion of the draft amendments to the Civil Aviation ACL uhich dreu 
larger-than-expected anendance and reflected the MTC's improved approach tc liaison \vlth 
the business communi ty. Deputy Minister Martinova responsible for the aviatlon sector. led 
the forum, which included members of Parliament. the aviation business communie and 
media representatives. Ad\-isors assisted the MTC in its interactions \vi*. the medla 
including providing brief interviews and supported bx untten matenals e\pla~nlng the 
planned concession transaction and relevant ~nternational experience. 

In late October and after thorough Government review-. the Council of Mlnlsters prorided 
unanimous approval for the draft amendments to the Civil Aviation Act At a press 
conference following their passage. Minister Vassilev highlighted k c  aspects of the proposed 
amendments. By early November the amendments were submined to Parllameit for revie\\ 
and consideration. At this time, Advlsors prepared a h%ite Paper for submission to 
Parliament during its consideration of the amendments to the Civil Aviatio~ Act The 
document explained the key concession-related proovisions within the ameldmenls and 
provided essential background information on the rationale for airport concessions. the depth 
of European experience and the numerous provisions in the concession traxsaction and 
concession conmct which will protect the interests of the State and alrpon users The Hhite 
Paper served to frame discussions on the amendments and persuasivel~ address several of the 
knoun criticisms and concerns regarding this transaction Pleuse see uttachmcnf 5: W'hite 
Pwer on amendments to the Civil Aviation ,4ct 
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Advisors supported the MTC's participation in the annual Airports Priv~tlzation and 
Development Conference which took place in Vienna on October 20 - 2-1 This rematns he 
most significant annual event for government otlicials. airport managers. airport operators and 
investors and airport consulting tirms to present information and make contacts regardtng the 
airport sector. Deputy Minister Yankov was a featured panelist on airport concession 
o~wrtunities in central and Eastern Euro~e. whlch included re~resentatives from Poland. . . 
Hungar) and the Czech Republic, and distingu~shed htmself b! the qualih of h ~ s  presentation 
Advisors prepared talklng polnts for the DM's presentation as well as handout materials on 
the upcoming concession opportunity In Bulgaria The DM's presentatton \VLS ven- \\ell- 
received and the DM and Ralitsa Marinova were able to gather considerable irformation on 
relevant international experience for the project's benefit. Constdering the relat11-el\ small 
universe of international airport operators act;\-e in this region. this event can be considered a 
large portion of the international transaction marketing that wtll be necessq. and it \\as 
extremely successful. Please see attachment 6: oresenfarion piven at I7enna .4 i rwm 
Conference. 

Advisors and USAID representatives discussed the need for alternate plans in the eveni that 
the concession transaction does not take place Advisors acknowledged thlt the) have 
considered this possibility but remain focused on developing and supporting the concession 
transaction. Nevertheless. Advisors prepared a note on alternate strategtes f)r review by 
USAID only. and for possible use during the laner stages of the project or by he MTC 
directly if the enabling legislation or the concession transaction itself fails to achieve 
necessary support. PIeose see attachment 7: &ernate s t r a t ~ ~ ~ ~ e s  for m0Imm drwlwment 

The most significant step in the passage of the amendments to the C~vil Av1a:ion Act \\;ls 
achieved in February 2004, when the key Parliamentary commiss~ons agreec to hear he 
amendments. Advisors met with Mr. Jordan Mlrchev. Chairman of the I'arliamentary 
Transport Commission, and participated in an informal dtscussion session with members of 
the Parliamentaq Economics Policy Commission. during which Commission members each 
received a package of materials providing valuable background informatioi on airport 
concessions and the amendments. Shortly following these meetings. the Parliamentary 
Economics Commission and the Transport Commission both reviewed and app-oved at fim 
reading the proposed amendments. setting the stage for the first readlng by he ful l  
Parliament. Deputy Minister of Economy Hadjinikov. who is responsible TOT he tourism 
industry. spoke strongly in favor of the amendments at the Economics Policy Commission. 
indicating both broad Government suppon and the critical role of airport development to the 
tourism industry Actions in Parliament on these amendments and in general have been 
highly politically charged. resulting in ditliculties to predict the timing of voting and the 
outcomes. 

Advisors supported counterparts to organize and conduct a meeting with major tour operators 
and airlines to explain and build support for the concessions transaction in late F e b w  2001 
Anendees included senior managers and key persons responsible for policy within these 
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organizations. while the MTC was represented by DM Yankov. supported b! Mr Barzo\ 
(Head of the Civil Aviation Authorit).) and DM Hadjinikov (Mlnis~q of Ecor,omy) More 
than 15 operatorslairlines were represented and good feedback was received All present 
supported urgent development of the airports and acknowledged a role for the pnvate sector. 
although some concerns \\-ere expressed regarding protections afforded to airpon users MTC 
leadership requested the continued and vocal support from business communln- nembers both 
with passage of the amendments in Parliament and the lmplementatlon of the transaction. and 
indicated its willingness to incorporate stakeholder opinlon in the development of the 
transaction. 

On March 2004 the amendments to the Civil Aviation Act \\ere passed at first reading in the 
main plenaq hall of Parliament. The vote totals were 109 in support 42 asainst and 16 
abstentions. Members of the main governing parties voted as a block in stippon of the 
amendments. as did many members of the reform-onented opposition parties. a k c  tarpet of 
our lobbying efforts - only the socialist p a q  voted as a block against the amendments 

Advisors supported Ministq leadership in the implementation of a site visit to Aeroport~ dt 
Roma (AdR), the concessioned airport in Rome. Italy. for journalists. members of Parliament 
and representatives from the regional authorities of Vama and Bourgas The site visit took 
place in late March 2004. one week after passage at first reading of the CI\-11 Aviaion Act and 
provided further momentum to the amendments bvithin Parliament Advisors prepared a short 
briefing paper for all those in anendance about AdR and its successful concession and also 
arranged a meeting for MPs with Macquarie Bank. a major strategic and financial investor in 
airport concessions and the majority shareholder of AdR. This meeting and die discussion 
session that followed proved e m m e l y  effective. as the Bulgarian delegation \\a< able to hear 
directly from potential investors about their anitudes and experiences in airpol concess~on 
transactions. 

The amendments to the Civil Aviation Act were finally p d  through Pdianient over the 
course of two sessions in late May. Discussion on the P d i a m e n t q  floor \\as generally 
constructive and accurate with respect to the facts and circumstances justifiing cancessions in 
Bulgaria. The amendments were passed with a large majorit)., including suppo-t from right- 
wing opposition parties, and substantially unchanged from the form in which \\ere 
presented to Parliament by the Council of Ministers Members of Parliament on both sides of 
the aisle were gracious afterwards, and wished both MTC leadership and our team success 
with the transaction. Please see Onachmcnt 8: amcndmcnb Io the Civil .4tid01) .4cl lnm 
Imu). 

While the amendments to the Civil Aviation Act were moving through Parliament. Advisors 
were actively completing the required concession analyses tbr the transactlon. ~ncluding 
separate technical. legal. social. environmental and financial analyses. This critical task 
involved the development of a revised capital Investment program for the airports and revised 
assumptions for future traffic g r o ~ t h  based on upto-date analyses of tounsm development 



trends. The revised legal analysis required the incorporation of the improved legal enabling 
environment and the technical analysis incorporated changes to the airpons propert? complex 
and a detailed analysis of peak passenger movements at the airports Follo\ving the pasage 
of the CAA amendments. the updated concession analyses \\-ere submlned t . ~  the MTC 
Internal Working Group (mid-June 2004). which consisted of representatives from each of h e  
relevant MTC departments and technical experts from the Civil Aviat~on Autiorin.. aHer 
which Minister Vassilev submitted the complete package to other Government IT misines for 
their review and comment. as required by law. Counterparts expressed thelr satisfaction and 
appreciation to the Advisor)- team for the hard work of prepanng the complete concession 
analyses and incorporating technical and editorial comments in a timely manner Pleme see 
Concession Anahses submitted as uccomvan~in~ CD file% 

In June Z W  Advisors and MTC counterparts prepared a timeline for implementation of he 
airports concession transaction. This timeline coincides with the legal requirenients of he 
Concessions Act and other specific MTC and Government objectives. \vhlch include having 
the transaction completed before the 2005 tourism season and before the 2(rO5 general 
election. The timeline indicates that the transaction can be completed during the first quarter 
of 2005. This timeline was provided to USAID for its review and incorporation into technical 
advisory assistance planning. 

With Advisor support. in late June the MTC Concessions Department lsswd a publlc 
procurement for international legal advisors to provide legal support for the impiementaiion 
of the transaction, particularly the preparation and negotiation of the concession agreement 
Advisors prepared a list of suggested Bulgarian and international law firms to \vhich the MTC 
should send procurement invitations - this list included firms with substantial experience 

closing infrastructure transactions such as ours The deadline for receipt of proposals is m~d-  
August, and the MTC's intention is to have international legal advisors in place ~hroughoui 
the implementation of the concession transaction. 

In mid-July Advisors were invited by Minister Vassile\- to support MTC leaderstip during a 
meeting with representatives of the Bourgas Airport and Bourgas region in Bowgas. including 
the preparation of talking points for the Minister. The purpose of the meeting \\ax to provlde 
additional information about the upcoming concession transaction. address concerns by labor 
and others about the future status of the airports. and in general to increase t w  q l o n ' s  
support for the concession transaction. MTC leadership was represented in entirely. 
including relevant deputy ministers and the head of the Civil Aviation Adminiswtion The 
Minister spoke on several issues. most notably about the protections of the independent s&iluc 
of the Bourgas Airport and protections for its workers. who were represented by the Head of 
the Podkrepa National Labor Union. Please see ~h~ 9: tPUin~ mino f~ Minister 
Vossilevprtvared bv Advkors. 

In July, Advisors and MTC counterparts completed the preparation of the draft Councll of 
Ministers Decision governing the implementation of the transaction. including i t s  re\-ie\v by 
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relevant ministries throughout the Government. Advisors prepared supporting notes and 
participated in meetings on several specific issues. including bundllng of the airports (to 
which there was considerable resistance) and the possibility of dual mil~taryc~\-illan use of 
airports under concession (perfectly acceptable) The complete concession dccumentatlon 
package. including concession analyses and draft COM decision. was submlned to fhs 
Council of Ministers on July 23. and approved on July 29. 731s approval c lean the ~ * - m / o r  
the initiation and public announcernenr of rhe alrporrs concession tender. Please see 
machment 10: Council ofMinisters Decision to iniriee o i m m  concession ~rama~tiiorr 

The final COM decision is generally consistent with the structure and strategy 0 t h  planned 
concession as we recommended to the MTC: 

- output-driven investment requirements to encourage investor ingenu~ty. 
- concession fees effectively capped to protect stakeholder Interests [panicularl\~ 

maintenance of Ion- charges). 
- dual-till charge regulation to encourage commercial development. and 
- bundling of the airports to maximize investor interest (size manen) 

However. certain decisions were included in h e  final COM decision that \\ere not consislent 
with our recommendations, whether for political considerations or based on lqlt~rnatc 
differences of opinion. This includes the requirement that the key a l r p n  operator maintam at 
least 50% of the equity in the consortia and may not be changed throughout the concession 
tenn, and also the absence of any language on lender step-ln rights. whlch would provide 
additional financial security to project lenders when assets may not be used as collateral (such 
as in a concession). We remain extremely contident that the transaction 1s hrghl\ anracttve to 
the numerous interested and qualified investors wh~ch have been patiently waiting and 
preparing for the transaction's opening. 

Pmsoge of the COM decision is eflecllcllve& the f ind  step Icoding to the inihb6on of the 
airpoti concession fender. The Concessions Act requires that publir opening of the fen&r 
a%keplnee within 30 days of publicotrotron of the decision, and no f u d e r  d e b  orr m c d  
Advisors and MTC ape* have prepared the mnsamCIIon documentation and conducted 
crih'ccrl marketing effom to ensure the tendcr's tin& iqlemntation and hop&& i& 
successful outcome As of the preparation of this report (September 2001). rhe eonresiaa 
hansaehon has been pubtic& opened with broad public suppti and c o n s i d d e  insvsior 
interest 
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111. Traininr Activities 

I. Advisors completed a )-day workshop on financial modeling for individ~.als from the 
MTC, the Civil Aviation Authorit)., the Ministry of Finance and the Council of Yintsters 
The workshop took place October I5 - 17 and \\-as anended by a total of 18 persons As 
the title indicates. the primary focus of the workshop was to impro\e anendees' 
understanding of key concepts related to tinancial models and project finance to support 
them in their diverse roles within the Government as developers of finaxial models 
(primarily MTC). as reviewers of financial models (Minisw of Ftnance. Counctl of 
Ministers) and as users of financial models for regulator). purposes (Civil A\-tatton 
Authorib-) Additionally. the Advisors deltvered information on the rationale for 
undertaking concession transactions. basic elements of thetr structure. key q u l a t o n  
provisions and specific arguments in support of the planned concesston of the regional 
airporn. We believe that the workshop was ven useful for all involved. particularly as it 
its application was not limited to airport concessions. and feedback from a:tendees \\as 
very positive. 

3 

13. Veneta Markova State expert 
I 4  Galya Pesheva State expert 
I5 Konstantin Iliev State expert 

J CKA I ~ ~ i 

Velichka lvanova Department Manager - F ~ ~ m i n g  R Legd 16. , 
Deporrmenr 

17 1 Sofia Valkova 1 Chief Accountant 
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2. In mid-November 2003, Advisors and MTC counterpans completed a critical \vokshop 
on airport concessions for journalists and other members of the media The \vorlishop \\as 
held outside of Sofia and was anended by all relevant MTC leadership. includ~ng Mln~ster 
Vassilev. Approximately 4 hours of presentations were delivered by both the .Advisors 
and by MTC representatives. in addition to a u~inen packet of mater~als a d  significant 
informal discussions behveen Advisors and joumallsts Most journalists \\ere 
appreciative of the event and the opportunity to learn about airport concessions. ho\\-ever. 
the most important result was the notweable improvement in the qualm and accuracy of 
the reporting on airport concessions. as \\ell as a noticeable improvem-nt in media 
attitude towards the project. 

I 
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L) udmil Manas~e\ 

Ivan Bambo\ 

Depanment Manager - .-l~rporrs and .41r 
Tragic Departmenr - 
Ch~ef Inspector - .-ltrporrs and .4rr T r d i c  
Deparrmenr 



KEY: 
Countries in dark ereen Significant private sector panic~pat~on in airpon 

development and management. 

Countries in liaht meen Decision to introduce pnvate sector to airport 
development and management has k e n  talien; now at 
various stages o f  ~mplementation phase 



Countries in vellow Currently debating whether to ~nuoduce some form o f  
airport privatization. 
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Attachment 1: Articles on Airport Concessions for Publication (prepared by Advisors) 

A i m r t  Concessions to be Extrernelv Beneficial for Bulgaria 

The Ministry of Transponation. supported by technical advisors paid for b) USAID. has 
prepared a project to issue concessions for the Vama and Bourgas Airports. Illis project has 
been more than one year in development. and has included input from varioui Government 
ministries. management of the airport operating companies. tour operators. and international 
organizations involved in civil aviation. 

The project is based on existing legislation in Bulgaria. including the Concessions Act and the 
Civil Aviation Act. both of which contain numerous provisions allouing and governing the 
issuance of concessions for civil airports. Concessions are not new to Bulgaria (they have 
been exmmely popular for natural resources). and concessions for airpons zre one of the 
common means by which Governments have transferred airpon investment and operation 
responsibilities to qualified. financially strong international airpon operators. And let us be 
quite clear. private operation of airports is the model for airport operation. throughout the 
world. and throughout Europe. 

Airports in Bulgaria like elsewhere in the world. are designed to be self-financing - this is a 
principal of the International Air Transport Association (IATA). and it is followed here. Self- 
financing means that over time airport revenues should be sufficient to cover airport expenses. 
including necessary and expensive capital expansions and frequent technical modernization. 
However. self-financing does not mean that investments are funded only b! current cash 
flows - in fact, airports almost always need to tap sources of outside funds. either hmugh the 
State, through loans or through private investment. In this way. airports are similar to other 
commercial businesses. which frequently sell equity or borrow money to fund necessary 
investments. At the Sofia Airport for example. the Government undenodi a 191 million Euro 
project to expand and modernize the tenninal and add a runway - this project required that the 
Government commit to more than 130 million Euro in State-guaranteed loans and pa) u p  
front more than 30 million Euro from the State budget. Over time. 20 year; in this case. 
airport revenues should be sufficient to pay back these loans. after which the airport -ill 
likely require a new capital expansion or modernization. and the process wi l l  repeat itself. 
During this period, the State will not receive any monies from airport re\-enues - they mill be 
set aside to pay principal and interest on the loans. 

However, the State budget cannot afford to guarantee loans or make direct and sizable 
investments in all its airports. Diverse transaction methods must be sought to dlow the State 
to balance its financial obligations while achieving its objectives of airport development. 
Concession transactions allow the State to transfer this significant investment responsibility to 
private €urns, which are then compensated by airport revenues over time. In the case of the 
Vama and Bourgas Airports. the investment program agreed between the CAA and airpal 
management foresees more than I20 million E u m  of capital invesunent durng the next 8 
vears. with 220 million Euros to be invested over the next  20 - vears. The investment , 
program will be mandatory for the concessionaire. including the requirement to invest more if 
airport traffic requires it. The concessionaire will also pay a concession fec to the State. 
al~bwing the state to receive income based on the o\erali &venues of the airpons. Airport 
charges will continue to be set by the State. allowing it to regulate the rate of return the 
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concessionaire achieves during this period, which is a standard practice for infrastructure 
operation. So if airport traftic grows to new heights. the airport users will benefit rhrough 
lower charges and the State through increased concession fees - the concesjioMire will  
continue to make his regulated rate of return on airport operations. 

Private operation of airports is now the standard not just because of the heavy requirements to 
invest in airport infrastructure. It is widely acknowledged that private operators can provide a 
higher quality of airport services. can operate airports more efficiently. can impro\-e airports 
financial performance. can create more activity and jobs tied into the airpxts and can 
frequently improve the traffic growth rates at the airport. The airports in Bulgaria are critical 
infrastructure for Bulgaria's growing tourism indusu). - tourists expect qualit? cbf senice nor 
only at the resorts but at the airports as well. and Bulgaria needs to deliver on all fronts if it is 
to continue its recent success. 

The State will continue to fulfill substantial conuol and replator). responsibilities for the 
airports under the proposed concession transaction. This conml will be exerciied primarily 
by the Ministry of Transportation. the Civil Aviation Agency. the Ministry 01 Lnterior and 
other State bodies. Rights and responsibilities of the State and the concessionaire wi l l  be 
clearly listed in the concession contract. The setting of airport charges wi l l  remain the 
responsibility of the State. The State will remain responsible to ensure that airport and flight 
safety and security requirements are observed and followed. The concessionaire. wi l l  also be 
responsible to follow all applicable legislation in Bulgaria including the labor and 
commercial codes. anti-monopoly practices. and specific airport regulations that m in fom. 

The Concession Act requires that the Council of Ministers approves the decision to issue a 
concession and qu i res  significant detail regarding the implementation of the concession 
tender to select the preferred candidate. The COM decision will establish ar independent 
tender committee made up of representatives from several Government ministries. The tender 
is anticipated to include a prequalification process which will ensure that onl) experiencpd. 
financially secure international airport operators are able to participate in this process. The 
submission of final proposals will include separate technical and financial prcposals which 
will be scored separately against several different criteria with the candidate with the highest 
combined score being declared the preferred candidate. lntemational advisors &ill assist the 
Ministry of Transportation and the tender committee throughout this process 10 ensure that 
standards of best practice are strictly followed. Once the tender is complete. the Ministry of 
Transport will undertake to sign the concession agreement with h e  winning bidder. The 
concession agreement will include the bidder's original proposal and numerous other terms 
and conditions which are then binding on the concessionaire through the term of the 
concession. 

Many of the best international airport operators have expressed an interest to invest in 
Bulgaria and in these airports. This interest needs to be capitalized on to facilitate the 
transition of the airports from 1%0s era facilities to 21 centur). points of connection for 
Bulgaria with the rest of the world. Many of these international airport operating companies 
own or manage airports in multiple countries on multiple continents. and their expertise 
includes innovative airport planning. quality and emcient airport operation. commercial and 
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regional development. traffic growth initiatives. customer satisfaction. and t*r relevant 
skills. These first tier companies are prepared to provide significant financing for airport 
capacity expansions. technical modernization and full development of the airports' 
commercial potential. They are prepared to bring to these airports their substant~al experien~~ 
and expertise in operating some of the largest. most successful airports in the world. They are 
prepared to work closely with tour operators and airline companies to fudter develop 
Bulgaria's tourism and travel market. They are prepared to bring to the airport;' the quality. 
variety and reliability of service that tourists coming to Bulgaria should reasonably expect and 
that Bulgaria should desperately want to provide. 

Following this general explanation of the Ministry of Transportation's intentions to issue 
concessions for the airports in Vama and Bouqas. some facts are worth repeating to be sure 
that they are well-understood. 

Airport infrastructure. including that built by a concessionaire. will remain public o~nership 
at all times. The concessions will only transfer the right to operate the airports. together uith 
the responsibility to make specific investments. provide appropriate letels of sen-ice. and 
abide by all applicable legislation and regulation. 

Airport concessions remain the most popular transaction worldwide to realize the benefits of 
private sector financing and operation of airports. In Europe the experience is mixed between 
true privatization transactions and airport concession transactions. For those colnmes that do 
not permit or desire private ownership of airport infrastructure. concessions been the 
model for private operation. That includes major airports in Italy. Switzer!and. G ~ T .  
Malta. Turkey. plus specific airports in the United Kingdom. Germany. France. and 
elsewhere. 

The money that the State receives from the airports. after paying for airport-related 
expenditures. is not sufficient by itself to implement the investment propam [hat the airports 
require to expand capacity. upgrade security and modernize airport technology. This money 
would have to be set aside for several years to make the necessary investments or othenvise 
capacity could be expanded a small portion at a time. perhaps reaching the target level in 10 
years or more. This is not realistic in today's environment. Outside financing for airport 
investments is required. 

The concessionaire will not be free to set prices at its sole discretion for airport services. All 
ground handling charges must be cost-based and will be subject to reviem- by Lhc CrL4 and if 
necessary. by the Competition Committee within Bulgaria. Any airport custorner sill have 
the right to challenge prices set by the concessionaire. and if found to be excessive or 
inappropriate. prices will be adjusted. These provisions are included in the concession 
contract and are standard practice throughout the industry. 

The concessionaire will earn money from operating the airports. in direct prgortion to the 
amount of investments that it makes. However. positive cash flows for the concessionaire 
would be realized only during the later years of the concession. when the value of those cash 
flows is much less. This set-up is by design and will protect the State in the unlikely event 
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I that problems arise. There is no chance that the concessionaire will be able to walk away with 
more money than the concessionaire is entitled to. More likely. the conceisionaire w i l l  

# become a valued investor in Bulgaria. making serious investments and reasonable profits in 
many years time and contributing greatly to Bulgaria's economic development :n and arwnd 
the airpons. Everything that the State is doing is to ensure this result. 

# 
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I Transaction Structure: Concession of Varna Airport and Bourgas Airport 

r I Structure I Promsal and Description 1 

4 ground-handling and commercial revenues). 
Aimort - The Concessionaire shall be oblieated to o ~ e n t e  the a i m s  and make 

4 

I 

J 

Element 
Term of 
Concession 
Airport 

1 

1 - 35 years, the allowed maximum as per Law on Concessions. v.ith option to 
extend if desired by both parties. I 

- Concessionaire will apply for and receive licenses to become the airpon ! 

- 
Operational necessary investments so as to anain not later than the end of !.ear 4. and so as 
Standards to maintain categories not lower than the following: 

Overall Airport Category - 4E for Bourgas A i m  and 4i) for Varna 

Operations i operator for both Vama and Bourgas Airports loperation of bcbth airpons by ~ 
i single Concessionaire). 
i 
' - Concessionaire will be responsible for airports operation. management and ~ I 

! development (all necessary investment), under supemision of CAA. I 

1 - Concessionaire will be solely responsible to provide core _mound-handling 
! services without 3"1-party ground handling providers (until pasenget thresholds I 

are reached). 
' - Concessionaire will provide additional services at the airpons (non-core 

I 
Airport: 

I Passenger Service Category - C for both airpons: 
Fire and Rescue Category - 8 for both airpons. 
According to rhe classifications und recomn~endan'ons of !.4Z4 (tmd IC.40. 

Required - Tender documentation shall specify the minimum invest men^ &jecti\-es and 
Investments by deadlines for their completion without detailed minimum values. 
Concessionaire - Tender documentation may specify overall minimum investmnt value for 

initial investment program (years 1 - 10). 
- Proposals shall require an investment program (by type of actib-it>-. amounts and 

deadlines) for 10 years. and investment projections for out );ears. 
- Proposal of the Winning Bidder becomes binding through h e  Concession 

Agreement. 
- Concessionaire shall prepare a Master Plan during first year 01 the concession. 

State may require Master Plan concurrence with investment propam a 
permidrequire adjustments. Master Plan. once approved. beccmes binding on 
the Concessionaire. Master Plan subject to renewal every 5 years. 

- Erpected inseshnents in airpori irfirstmcrure projected at €130 mil110nJi~r 10 
vears and in excess of 6260 million over life c~concessio~n. 

Concession - Initial payment - €3 million. 
Payments - Annual concession fee: Minimum 129 of gross revenues of all activities of he 

Concessionaire: actual percent applied from proposal of Winring Bidder. 
- Absolute minimum concession fee - not less than percent concwsion fee 

proposed by the Winning Bidder * gross revenues of the aiqxwts for -W3. 
adjusted for inflation. 
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Social 
Obligations 

Concessionaire 
Revenues 

User Fees 

- Employees of the airport operating companies shall be t r ans fed  to the 
Concessionaire and employment shall be deemed as continuous with t e r n  and 1 
conditions not less than the existing labor agreements. I 

- Concessionaire will collect airport fees (aircraft landing and pxicing fees. I 
I 

passenger depmre  fees) as set by the State. 
- Concessionaire will set ~rices and collect rekenues for all other senices it 

provides at the airports. 
- The State shall regulate and set airport fees only (dual till reeulation). 
- Rates for ground handling service; shall tx subject to applicable law for 

competition and fair pricing. 
- Prices for non-aeronautical commercial activities are unregulated. 
- The State will set airport fees for 5-year periods. to coincide u-ith Master Plan 

approvals. 
- Tender documentation shall quote a cap for airport fees for the initial -year  

period of the concession. 
- At certain exceptions defined in the Concession Agreemenl. the State shall have 

the right to adjust fees during this 5-year period. 
- Airport fees shall be calculated by the formula: 

Operating and Capital Expenses for aeronautical till (including 
depreciation. interest and concession fee) + Return on Equity. 

- The State shall determine an acceptable percentage ( I % for operational - 
1 efficiency to be applied during ciculatibn of airport 

Regulation of the 
~ e t u r n  on Equity 
for the 
Concessionaire 

concession and for the aeronautical till shall equal 30% less the consession fee 1 
percentage. I 

- The link between rhe concession fee cmd the erruitv return is rcciarocul and 1 . . 
does not allow bidden ro offer e.;cessive bids or rhe expense c!c;irpofi usen. 1 

Required - The pariicipation of the Leader in the Consortium shall be not less than 3%. I 

ownership by 
Consortium 
Leader 
(experienced 
airport operator) 1 
Equity I - There shall be a minimum debtlequity requirement valid for . . - .  . 

requirements concession - 65 135 %. 

i - There shall be an absolute minimum equity contribution - €?C million by year 3 
1 of the concession. 

Performance I - The Concessionlure shall post a performance bond throughout 
Guarantees I period linked to the required mvestments and pro~ected concession fee 

payments for the period of the master plan. 
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Tender Procedure - Competition in two stages: I 1st stage: Pre-Qualification of Bidders. uith emphasis on the Leader of the 
Consortium. which must be an airport operator uith proven experience and 
financial stability: ! 

2nd stage: Evaluation of Proposals (technical and financi:~l,. I 
- The Technical Proposal shall be evaluated both quantitatively md qualitatively. / 

by numerous factors (investment program and its timing. impact on fees. 
management program, transition plan. social plan. etc. ). 

- The Financial Proposal shall only be evaluated quantitatively --  proposed 
i 

concession fee payment (%). 
- Combined weighting to Technical and Financial Proposals det~nnines Winning 

Bidder. A 
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Summan of Transaction T e r m  and Conditions 

General Objectives 

The Republic of Bulgaria and the Ministry of Transpon and Communications desire a modem 
and efficient uanspon infrasuucture. In this context. upgrading the existing airpon facilities in 
the Black Sea region. namely the Bouqas and Varna Airpons. and impro\ing heir overall 
management and operation is a top priority. Specifically. the hTTC has determined that the 
Airpons need: 

(a) Capital investment in airfields. terminal buildings and airpon operational technologg: 

(b) Modem managerial know-how and capability for the operation and devclopment of 
international airpons: and 

lc) The best possible marketing of the Airpons. supponive to increased passenger and c q o  
uaffic volumes. the provision of diverse commercial sen-ices. and continutxi economic 
development throughout the region. consistent with and supponive to olher regional 
development initiatives currently taking place. 

The MTC has decided that a uansaction with a strategic investor possessin: substantial 
international airpon operating experience would best accomplish the above objectivei. The MTC 
has determined that a long-term master concession with the winning participant selezted through 
a competitive tender would be the best means for implementing this uansaction. 

Specific Objectives 

The Concession will have a term of 35 years with an opdon for extension up to I5 additional 
years and will have the following specific objectives: 

(a)  Engage a highly competent Concessionaire who will operate the Airpons in accordance with 
international best practices and market the Airpons to fully realize their passenger and caqo 
uaffic potential: 

(b) Maintain the operational and safety standards of the Airpons through regular and continued 
invesunents in the airfield and related airside facilities (runways. taxiwa>.s. aprons); 

(c) Provide for a capacity and level of service up-mde through the expansron am1 renew-a1 of 
terminal facilities and improvements to passenger service quality: 

(d) Enhance the provision of services to airpon customers and develop the commercial revenue 
generation potential of the airport propenies: and - 

(e) Conuibute to continued economic development thmghwt the regron. 

The scope of the Concession will include the responsibilities of Airpons management and 
operation currently being met by the existing airpon operating companies. and h e  additional 
responsibilities to prepare and submit master plans. to undenake capital invesunen:~ as may be 
required to maintain and develop airpon infrastructure and to perform cenain additioial functions 
related to airport operation and development. The complete responsibilities of the Ccncessionaire 
are described in the Concession Contract. some of which are referenced below. 



Attachment 2: Briefing Package for Deputy Minister Yankov 

Revenues and Regulation 

It is intended that the Concessionaire shall as pan of the Concession become entided to all 
commercial revenues which are currently being collected by the existing airport operators. plus 
aeronautical charges levied on airport customers for specific use of airport facilitm (landing. 
parking and passenger fees). 

Aeronautical charges are regulated by the State and determined by statute. Regulator? principals 
for this Concession are based on a dual-till sptem with the aeronautical till subjcct :o regulation 
based on cost recovery for operational and capital expenditures inclusive of the prr\ision of an 
adequate rate of return on capital. This rare of return shall be determined through the render 
process for selection of a Concessionaire. set in the Concession Contract and detemiined for the 
life of the Concession. There will be no cross-subsidies between [he .4irpons and financial 
reporting and regulation will be separate for the Airports. 

The actual level of aeronautical tariffs to be charged as landing and passenger fees uill be se~ b! 
the Council of Ministers. upon recommendations from the CAA. Tariffs u-ill be determined 
through the master planning pnress for each successive five-year period and in  consi~ltation with 
the Concessionaire. Tariffs will be based on forecasts for uaffic and projected operational 
expenditures and required capital investments. Tariffs may be adjusted by the S w t  during the 
five-year period if actual operating results of the aeronaudcal ti l l  differ from prujections to a 
degree that causes a material impact on rate of return. Notwithstanding the above. the tender uill 
impose a ceiling on airside tariffs during the first five years of the concession term. 

Aeronautical tariffs are currently collected for the account of the central budget. It is expected 
that concomitant with the implementation of this Concession. legislation will permit the 
Government of Bulgaria to allow airport operators to retain such aeronautical tariffs a revenues 
essential to the operation of the airports and the fulfillment of necessary investment requirements. 

The Concessionaire will be allowed to set additional fees and charges for sen-ices not included 
within the aeronautical tariffs (unregulated till). Charges related to the pro\ision of -mnd- 
handling senices by the Concessionaire shall be cost-based and all commercial charges will be 
subject to review against comparable airports operating in the region and according to existing 
competition regulation. 

Payments 

In return for the Concession. the Concessionaire will make payments to the State. Tlle payments 
will be smctured as follows: 

(a) An initial payment of 3 mill~on Euros. due withln 30 da1.s of sign~ng the Concession Conuact 
by the parties. 

(b) A regular payment. not less than twice per year (to be specified in the Concessitn Conuact) 
for the right to conduct airport operations and collect airport revenues. which is the hi-&r of: 

( i )  A variable payment equaling the Eum equivalent of Y 4  01 the Gross 
Revenues collected by the Concessionaire during the period and w ~ i n g  
on Commencement. The value of "Y" will be set in the Concessi~n Conuact 
and determined through the competitive tender and will be not lei ban 12%: 
and 
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( i i )  A fixed payment of Euro Z (To be calculated at "T'Q of I2 milion Eum - 
approximately equal to existing airport revenues at this time). adjusted for 
the required number of payments per year. and indexed for inflation as 
necessary. 

(c) An additional annual papen t  which shall be considered an adjusunent for [he pre\ious 
year's concession payments due. and shall be determined based on audit~d financial 
statements and due within 30 days of submission of audited financial stalementi as shall be 
required. 

The Concessionaire will be required to undenake competitive. arms-length pmurerrents for an) 
subcontracting of revenue-collecting businesses at the Airports. All revenuecollecting businesses 
operating at the Airpons and majority owned by the Concessionaire or its sharehold~.rs will have 
their revenues included into the gross revenue calculation. 

The concession fee is considered an unsubordinated operating cost 

Airport Operating and Development Requirements 

la) Airport Operations 

The Concessionaire mill be responsible for operation. development and mamtenance of 
the Airpons in accordance with all laws. regulations. and best pracuces. The 
Concessionaire will be responsible to provide the range of ground handling senices 
currently provided at the airports and for which the MTC does nor provide 3" pan) 
access. The Concessionaire will be responsible to provide and pay for key components 
of airport security. The Concessionaire is also expected to promote the Airpms in order 
to achieve Bulgaria's objectives. The Concessionaire will be able t c  enter into 
agreements with Airports' users and suppliers: however. any agreements that exceed the 
term of the Concession must be approved by the MTC. 

The  concessionaire.^ scope of responsibilities will include. but be nor limitec to: 

(i) Airlield maintenance: 

(ii) Ramp operations and other ground handling services for which 70 3d pan) 
providers are authorized by the MTC 

(iii) Perimeter and airfield security: 

(iv) Terminal maintenance and janitorial: 

(v) Terminal operations: 

(vi) Passenger and baggage screening: 

(vii) Terminal and off-terminal concessions: 

(viii) Grounds maintenance: 

(ix) Car parking and ground transportation mithin the airport perime~er: 



Attachment 2: Briefing Package for Deputy Minister Yankob 

(x) Planning and engineering: 

(xi) Airports land development (as and when appropriate): and 

(xii)  Airports finance and administration (e.g. finance and accoun:ing. public 
relations. human resource management. purchasinp and contract nanagement 
and information systems). 

Fire and rescue services will remain the responsibility of the Ministp of Illtenor. Ths 
Concessionaire %ill reimburse the Ministry of Interior for all direct costs rclated lo the 
provision of this service. through a mechanism to be specified separatel?. 

All airport operational and capital expenditures that impact the regulated till or the 
provision of ground-handling sen-ices will be subject to procurement requirements 
applicable for civll airports in Bulgaria. including the procurement of key ronstruction 
works. such that efforts will be made to secure the lowest cost satisfacrop 3rovision of 
goods and senices. 

(b) Capacity Upgrade 

The Concessionaire is expected to accomplish the Airports' capacity upgrade through the 
immediate renewallreplacement of the passenger terminal at Vama Airport and h e  
immediate expansionlrenewal of the exisdng passenger terminal(s) at Bourgas Airport. 
The existing terminal at Vama Airpon is over 30 years old and q u i m  immediate 
renewal to meet projected demands. Reasonable forecasts have indicated that at Vama 
Airpon a terminal with capacity to handle 1.4 million passengers. primarily charter 
uaffic. and peak hour capacities of 1.800 persons. is required and justified. 
Approximately 15.000 square meters of terminal space is considered to be the minimum 
necessary at Vama Airport. At Bourgas Airpon the terminalts) should have sufticient 
capacity to senice I .2 million passengers annually and to service a peak hour capacity of 
approximately 1;UW) persons. At both airports. consideration should be given to future 
capacity expansion requirements. such that terminals can reasonably be expanded to 
accommodate future uaffic. [note: these figures may need to be reviewed in I ght of 2003 
passenger grow~h patterns]. 

The Concessionaire will be required to renew andlor redevelop the terminal ir~frasuucrure 
at its own cost and expense. The terminals should meet the demand leve s described 
above at a level of senice equivalent to IATA Level C or better. raking into consideration 
the heavy charter uaffic and other specific considerations of this air uavel n~arket. It is 
intended that the Concessionaire will commence the terminal development proprams 
immediately following approval of the Master Plan. 

(c) Airfield Rehabilitation Plan 

The Concessionaire will be required to immediately initiate a capi~al maintenance and 
investment p ropm for the Airports' runways. taxiways and aprons. such hat hey 
become fully compliant with the ICAO standards under which the Airpons are currently 
cenified. Vama Airpon is a Category I airport and is classified as ICAO Code -ID. 
Bourgas Airport is a Careeon I1 airpon and is classified as Code 4E. Minimum 
requirements for airfield rehabilitation are specified in the tender documentati~,n. 
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Quality of Service 

As a primary quality of semce requirement. the Airports' terminal capacities are to conform to 
IATA level C for the realized annual and peak MIC flou.s. as determined by international 
practice and consistent with the specific requirements of the Airports' customers. ac d as agreed 
by the Government. IATA level C is defined as a 'good level of sen-ice; condition of stable flon-: 
acceptable delayx: and good level of comfon'. IATA recommends level C as meetirg minimum 
design objectives for pro\iding good service at a reasonable cost. The Concessic,naire in its 
tender proposal will be required to propose minimum capacit)- standards that are corsistent uith 
this requirement. 

In order to ensure that the Concessionaire will be providing an accep~able level of service to 
airport users. service quality shall be regularly monitored: 

(a) The Concessionaire shall conduct surveys of airpon customers including both iiriines and 
passengers during the first peak season from Commencement in order to establish the initial 
quality of sen-ice at the Airpons. including criteria that can be objectively mesurrd 1e.g. 
availability of trolleys. check-in queue length. baggage deliveq time) as well as criteria b a d  
on customers' assessment 1e.g. satisfaction with cleanliness. airpon signage. :ounes? of 
airpon staff): 

(b) The Concessionaire shall consult with the MTC on the form and manner of such sune>x. 
The bfTC may require that the Concessionaire hire independent. qualified spcialists to 
undenake such survey: 

(c) Ongoing annual surveys will be conducted by the Concessionaire and used b) it and the 
regulator as a means to determine the ongoing quality of service and level of salisfaction of 
airport customers: and 

(d) If the level of satisfaction in respect of any particular aspect of airpon scnices has 
deteriorated below the level indicated by the previous survey to a material extent. the 
Concessionaire shall take action within its mandate to remedy the deterioration as m n  as 
practical. The Concessionaire shall repon such actions to the MTC. including. if nr-. in 
advance of such actions. 

In addition to the above. regular performance reviews will take place. The Concessionaire shall 
on a not less than semi-annual basis attend meetings with the MTC to pro\-ide re>ons of its 
operational performance and the performance of its obligations under the Concession A-meement. 

Master Plan 

Within 9 months From Cornmencement. and following the completion of one peak jeason. the 
Concessionaire will prepare and present to the MTC separate and distinct Master Plans for 
Bourgas Airport and for Varna Airpon that will contain the Concessionaire's de~ai ld  forecasts. 
plans and proposals for the Airports. including the capacitk- upgrade and orher investmenu o\-er 
the term governed by the Master Plan. The Master Plan w+II wdine the major devel~pmenu of 
the Airports in meeting the projected MIC and facility demands of the %pons. The 
Concessionaire will update the Master Plan no less than every 5 )-ears and more fquently i f  
circumstances require. 
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The Master Plan must also include a funding plan that details the sources of financng. u-heher 
equity. debt. or otherwise. and the anticipated costs associated uith the proposed means of 
financing. The Master Plan will also include estimates for operating costs of the airpons and 
substantiated forecasts for airpon mfftc volumes during the term of the Master Plan. The MTC 
will use such information to determine aeronautical tariffs for the term of the hlaster Plan. which 
will be consistent with its requirement to set regulated tariffs based on operating and :apital cosa 
for the provision of aeronautical services. plus the required rate of return on r e l a d  invested 
capital. 

The Master Plan must be based on the Concessionaire's Proposal during the tender. I ?  the Master 
Plan contains significant deparmres fmm the Proposal. the MTC will ha\e the ngtt to request 
changes that will bring the Master Plan in conformity with the Proposal. Notwith>landing the 
above. the Parties may discuss and adopc by mutual agreement any changes that may be in the 
best interest of the Airpons and of Bulzaria. as well as any corresponding amendrients to the 
terms and conditions of the Concession Contract. 

In addition to the Master Plan. the Concessionaire will protide rolling five-year capital project 
plans ever)- year for approval. These capital project plans will detail precisel! the nati re. size and 
scope of the capital projects to be implemented by the Concessionaire. 

Airport Employees 

Current employees of the Vama and Bourgas airpons operators will be transferred to the 
Concessionlre. Employment shall be seen as continuous and employees shall reta:n all rights 
and obligations they enjoyed under their previous employer. The Concessionaire uill bear all the 
costs of any employment changes that it  conducts in accordance with applicable statutt5. 

Custody and Tramfer of Asseu 

The Concessionaire must pledge to maintain and safeguard. in accordance with intern3tional b a t  
practices. all the assets it receives custody of under the Concession. The LmC uill have the right 
to regularly inspect d l  assets and request remedial actions that must be carried out promply b j  
the Concessionaire. The Concessionaire must take out and maintain for the dura:ion of the 
Concession d l  appropriate and customary insurance to protect the assets and the unimpeded 
function of the Airpons. 

At the end of the Concession period. control over all assets must be returned to h e  MTC in good 
condition in accordance with their normal useful life. The MTC uill reiniburse the 
Concessionaire for the residual value of their equity investment portion of such bu ldings and 
structures only if and to the extent so explicitly agreed in the Concession Agreement or a separate 
agreement pertaining to this arrangement. as the case ma! be. In the event tha~ the Concession is 
terminated prior to its scheduled completion. the Concessionaire bill be required to continue 
operating the Concession for a reasonable period until such rime as the MTC confirn~s that it is 
able to take over operation or assign such operation to another party. 

Concession Vehide 

The Concessionaire will be a Bulgarian registered legal entir) in compliance with all applicable 
Statutes. 
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The Concessionaire shall maintain separate and detailed records for the operations of each of the 
Airpons and shall allocate shared costs accurately between the Airpons in-a manner a - 4  by the 
MTC. 

The Concessionaire shall be responsible 10 get and maintain all necessac licenxi for airpon 
operation in Bulgaria and for those additional handling senices it is requid  to p r o d e  under the 
contract. 

Contract Structure 

The MTC will affect the uansfer of operational conml for all necessary fixed propeny assariated 
with the operation of the Airpons. Through the Concession Agreement. the hlTC chall grant a 
concession to develop and exploit such assets. as may be required by Law. for the duration of the 
Concession Period. Moveable assets that are not subject to concession under Bulgaran law may 
or may not be made available to the Concessionaire. The status of these moveable :.ssets is still 
under consideration. 

The MTC shall monitor compliance by the Concessionaire with its obligation5 under the 
Concession Agreement. 

The CAA shall monitor compliance of the Concessionaire in its duty as operator of the Airpons. a 
fundamental obligation within the Concession Agreement. 

The primary duties and responsibilities of the Concessionaire as specified in the Concession 
Agreement may not be assigned or subconuac~ed to another entity during the priod of the 
Concession. Olher duties and responsibilities may be assigned or subconuacted in compliance 
with all applicable legal requirements. 

Guarantees 

The Concessionaire will be required prior to Commencement to post an initial b d  ~unraranlee as 
security for the performance of its obligations under. pursuant to andlor in connection with the 
Concession Agreement. including the penalty clause contained therein. 
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Bidding Term and Conditions 

1. Objectives for Determining the Winning Bid 

While the bidding conditions for the international airport concessions tended to date 
have had different approaches (see attached matrix of international experienceb. in almost 
every case the winning bid has been selected from criteria that are designed to ensure the 
following: 

The airports are operated according to best practices. 
* needed improvements are delivered. 

the government maximizes its concession fee potential. - the concessionaire gets an adequate profit. 

.all without pricing the destination out of the market. 

There are three defining characteristics of the concession opportunity for Bc~lrgas and 
Vama airports that should frame the criteria for selecting the winning bid: 

Both airports require important capital and operational improvements at the onset of 
the concession. 

The airports are in a price sensitive market: they are almost exclusively sened by 
holiday charter caniers whose underlying business competes with &r desunations. 

Currently commercial (non-aeronautical) activity makes linle contribution to airport 
revenues. 

= As with international practice and conforming to the objectives of the Ministry. 
the bidding conditions for Bourgas and Vama should therefore force idders to 
submit a proposal that: 

* guarantees the airports will be managed according to best practice. - uses capital quickly and cost-effectively to provide needed capacity. 
adds significant commercial value to the airports. 
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2. Proposal Structure and Scoring 

Airport concessions elsewhere have applied a variety of methods to measure the 
imponance of the technical and financial portions of tender bid submissions (see attached 
matrix). The approach in individual countries has generally been determined by the 
objectives of the government and applicable laws. Governments tendering con~wsion 
opportunities with characteristics similar to Bourgas and Varna have tried tc weigh the 
technical portion of the bid along with the financial portion. in order t , ~  give the 
government the flexibility to select the proposal that maximizes all of its stated 
objectives. Among the earliest international concessions where the winners lave failed 
during the concession term to deliver the proposed financial offer (e.g. Argentina. South 
Africa). the governments had awarded the concession based on the highest finnncial offer 
without adequate consideration of the feasibility of the proposal. Subsequcnt tenders 
elsewhere have tried to learn from this experience. 

3 It is recommended that for the concession of Bourgas and Vama airports. the 
technical portion of the bids. including an investment plan and a management 
plan. be scored and subsequently weighted with the financial offer. (See 
attached suggested scoring and weighting structure). 

3. Financial Offer 

Depending on the priorities of the government issuing the tender. the concession fee in 
concessions elsewhere has been featured more or less importantly in the overall smcture 
of the financial offer. 

In some tenders. particularly those with no immediate capital improvement needs. 
international practice has been to define in advance the absolute level of regulated user 
taxes in order to protect the interests of airlines and passengers and to pro\-:de a le\-el 
playing field for bidding concession fees and investment plans. Olher tenders. 
particularly those for airports with important capital investment needs. have chosen to 
allow bidders to propose user taxes based upon set guidelines to level the playing field 
but allow the absolute level to be linked to their investment proposal. 

Regardless of how tenders are structured. all previous international concessions have 
forced bidden to implicitly compete on required rate of return. International practice has 
decidedly moved in favor of a dual till approach to the airport business in order to 
incentivize the operator to develop commercial non-aeronautical activities. The dual till 
smcture nevertheless does allow for the operator to subsidize the rate of return 
requirement from regulated activities vis-a-vis the concession fee by (leveloping 
umgulated commercial revenues to a u p n t  the overall project rate of return. 
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Because operating cost is an important component of user tax calculation. some 
international concessions have included an efficiency factor in the nte-making 
calculation to incentivize the operator to manage costs that are otherwise a pass-through 
to the user. (See attached matrix of previous international experience). 

It is recommended that bidders submit a concession fee figure expressed as a 
'k. This percentage is to be applied to actual _moss revenues of borh reylated 

1 and unregulated tills of the airports. 

By fixing a cost-plus rate for user taxes in the tender documents. bidders uill have he 
parameter needed to determine the percentage level of concession fee they ca-~ propose. 
In selecting their proposed concession fee percentage figure. bidders ail1 be competing 
on their required rate of return on the aeronautical till. while maintaining a lecel playing 
field for comparing bids with differing investment plans. 

international practice, it is recommended that a cost-plus regulator\- regime be 
implemented for determining regulated user taxes resulting from he Master 
Plan improvements, specified in the tender documents as the actual 

I 
aeronautical till costs (interest. depreciation. and operating expenses) plus a 
predetermined rate of return on equity for the concessionaire. (The concession 
fee is treated as an unsubordinated operating expense). 

The introduction of the concessionaire will change the operating cojt pnifile of he 
airports from their current level, and the nature and level of costs will change again upon 
delivery of the principal capital improvements. In a cost-plus regulatoq regime. he costs 
pass through to the user. Nevertheless. it is important to incentivize he concessionaire to 
manage the ongoing operating costs of the aeronautical till efficiently. 

It is recommended that the user tax regulation include an efficiency factor that 
assumes 1 F operating cost efficiency per year in the fint 5 years aher the fint 
year of completion of the principal initial improvements specified in he 
Master Plan. 

Due to the important level of capital improvements required at he onset of h e  
concession. it is recommended that the absolute level of user taxes not be pndetenined 
in the tender documents for Bourgas and Vama airpons. as it would ctmsuain he 
flexibility of international operators to develop innovative. state of the an solutions in 
their proposed investment plans. However. bidders should be discouraged from proposing 
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any increases that are unsustainable and which may materially diminish he competitive 
position of the airports. 

3 Recognizing that Bourgas and Varna are in price competition with other 
holiday destinations. it is recommended that the absolute level of user fees 
driven by the bidder's investment plan be given a weighting in the messment 
of the offer. (See attached suggested scoring and weighting structure). It is 
further possible to specify in the tender documents that user taxes \vill remain 
constant at a pre-determined level during the initial concession per id  up until 
mandated capital impro\-ements are delivered. 

4. Technical offer 

Investment P r o p r o d  

As with many international airport concessions. both Bourgas and Varna airpons w i l l  
have important capital requirements at the onset of the concession. This has been 
addressed in a number of ways by tendering authorities elsewhere. In all cases. he 
government has had to balance the desire to guaranty the concession wi l l  deliver the 
needed improvements with the benefit of allowing the bidders the flexibi1i:)- to offer 
innovative solutions. Minimum service levels based on ICAO standards arc tlpically 
used. In addition. some concessions have set mandator). minimum investment hurdles by 
cost or by type of improvements. 

It is recommended that the tender documentation include specified senice 
levels based on ICAO standards as well as a schedule of mandator)- baseline 
improvements that must be included in the investment plan submimls. 

3 It is recommended that bidders submit for each airport a plan for prrwiding the 
necessary infrastructure improvements, including demand forecasts. a design 
vision. phasing. cost assumptions. funding plan. and required level of 
regulated user taxes. 

3 This submission serves as a preliminary indication of the output of he Master 
Plan that will be undertaken immediately on commencement of the 
concession. It should be judged on the technical merits as well as feasibilit).. 
(See anached suggested scoring and weighting structure). 

Until the Master Plan is completed, actual scope of works and costs will not k h u m  to 
an absolute degree. However. in order to ensure the winning bidder delivers sufficient 
improvements and does not burden the project with excessive debt. it is recommended 
that the concession of Bourgas and Varna follow international practice and require a 
minimum paid-in equity. with proposed debt and equity commi~ments to be s p ~ i f i e d  in a 
Funding Plan. 



Attachment 2: Briefing Package for Deputy Minister Yankov 

3 Given the value of the anticipated investment requirements of each airpon. 
it is recommended that minimum paid-in equity be set in the tender 
documents as 2OEM by the close of Year 3. (This number will hale been 
arrived at from the assumptions in the financial anal)-sis). 

The end result of the Master Plan process undertaken upon commencement of the 
concession cannot be precisely predetermined. However. the investment plan submitted 
by the bidders shwld be sufficiently binding. 

It is recommended that the terms of the concession a p m e n t  specif! that 
the government can require that the Master Plan productd by the 
concessionaire conform to the investment plan submitted sith their 

I winning proposal. However. the govemment can allow divergence from 
/ the plan if both parties mutually conclude it is in the best interests of the 

/ airports. In this case. the govemment can then require justifiable changes 

I to other concession terms if this materially affects the business , arrangement between the parties. 

Management Prowsal 

Recognizing that quality of service to passengers and airlines is &\en b> good 
management as well as capital investment. previous international airpon tenders have 
required bidders to submit as part of the technical proposal a management plan 
demonstrating how they intend to manage and maintain the airports. with emphasis on 
intellectual property uansfer to bring international best practices to the airpons 
management. 

Typically in international concessions. the management plan is broken doun into the 
following subcategories of activity: 

- Operating and Maintenance Plan 

It is essential that the airport infrasbucture be maintained in top condition. in 
order to provide efficient sewice and comfort to users. The concessionire shwld 
further be prepared to introduce best practices to impro\e the management of the 
airports in all areas of activity. including safety. security. CrasWirelRescue. and 
the environment. 
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= It is recommended that the tender require bidders to submit an OBM plan 
that includes a proposed strategy for ongoing maintenance customer 
satisfaction monitoring. safety and security. crashlfidrescue. and 
environmental mitigation. 

Transition Plan 

Transitioning the airports from EAD control to the new operator must he as rapid. 
seamless and smooth as possible. 

It is recommended that the bidders be required to submit a plan uith kej 
milestones for all areas of activity. such as signing emplojment contracts. submining 
applications for all necessary licenses and certificates. securing liabili* insum-e. 
etc. 

Commercial Plan 

Airports as a business consist of aeronautical and non-aeronaut~cal components. 
International practice has been to replate the rate of return an oprator can 
achieve from the aeronautical "till" in order to protect the airline custc~mers from 
monopoly exploitation. However. in order to incentivize the operator ;o impro\e 
the commercial development of the airport. it has been intemat~mal practice ro 
separate the non-aeronautical side of the business (both re\enues and costs, from 
the regulated rate-making mechanism for user taxes. 

While a dual till is proposed for Bourgas and Varna the bidders in a competiti\e 
tender will take into account their expectations for improving the non-aeronautical 
till when determining the level of concession fee to bid to the extent that the 
bidder sees significant upside potential in the non-aeronautical till. they can 
subsidize the rate of return they require from the regulated aeronautical till. and 
subsequently bid a higher concession fee. 

In addition. concession fees are taken as Ck of p s  revenues from both tills. so it 
is in the interest of the State to assess the feasibility of proposed unregulated 
revenues. 

3 It is recommended that the bidders be required to submit as part of the 
commercial plan a marketing plan demonstrating their suatep for targeting new air 
service routes. developing value-added services to existing airline users. and working 
in coordination with tour operators. reson developers. and the Bulgarian government 
to further develo~ the flow of customers to the Black Sea tourism i n d u s ~ .  
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It is recommended that bidders submit for each airport a pro forma commercial 
plan and forecast for non-aeronautical revenues and expenses. This submission 
should be judged in order to determine its feasibility and to what extent the actual 
concession fees paid to the government will benefit from commercial derelopment. 
(See anached suggested scoring and weighting suucture). 

. Human Resources and Social Plan 

To ensure that private sector discipline and operating efficiency can be hl l~ 
introduced to the airports. it is best practice to allow the concessionaire flexibility 
with regard to staffing levels and terms. Nevertheless. as employec~ are also 
stakeholders of an airport. it is equally important to be able to assess the bidder's 
proposals with regard to transitioning and mining of employees. retention rates. 
collective bargaining and terms and conditions of employment relative to current 
EAD practice. 

It is recommended that bidders be required to submit a social plan uith 
indicative commitments to minimum levels of staffing. terms and conditions of 
employment. and employee development. 

It is essential that the concessionaire provide the airports with a sufficient level of 
ex-pat support and expertise, particularly in the early years of the concession. A 
successful concession will require not only a commitment of financial capital. but 
also intellectual capital in the form of proprietary systems and pm-esm that 
introduce state of the art management at the airports. 

=> It is recommended that bidders be required to demonstrate in tf- 
the level and quality of expats to be assigned to the project as well as the let-il if 
intellectual property msfe r .  Organizational charts demonstrating reportiny lines and 
the level of cross-utilization of soecialists should also be included. 
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5. Pro Forma Financial Statements 

ln order to understand and assess the overall relationship between the bidder'< proposals 
for investment operating expense budgets. commemial revenue development and the 
subsequent impact on user fees. it is necessary for the bidders to include pro forma 
operatins financial statements for the entire concession period. 

3 In order to compare like-to-like. it is recommended that the RFP include 
templates to be completed and submined by bidders. 
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Attachment 3: Project Workplan 

8 
Airwrts Concession Proiect Workplan 

I I. Introduction 

This project was initiated in June 2003 as a continuation of earlier wJrk provided 
under a broadly-applied USAID-funded privatization project. Cnder that project. 
advisors worked closely with leadership within the Minisuy of Transpnation and 
Communication (MTC) and experts within multiple MTC directorates and 
depamnents to support the implementation of concession transactions for the airpons 
located in Vama and Bourgas on the Black Sea coast (Airports). The MTC supponed 
by advisors accomplished several key objectives during that earlier prcject. and the 
current project is a continuation of much of that work with the specific god of 
supporting the completion of a significant concession msaction transferring 
substantial rights and obligations regarding the Airports while maintaining necessan~ 
and effective control by appropriate State institutions. 

The project is scheduled to operate until the end of May 200-1. 

11. Main Activities (in support of MTO 

A. Establishment of necessary legislative environment 
Creation of the enabling legislative environment remains essential to initiate the 
concessions transaction. At the inception of this project (June 20031 an~endrnents to 
the Civil Aviation Act (CAA) were narrowly defeated in Parliament. bsed on poor 
political organization within Parliament and lingering misunderstardings about 
concessions. lrnmediately however. members of Parliament expressed their support 
for the amendments and suggested the re-submission of the amendments to 
Parliament. Passage of this legislation remains the highest priorit? for the project. 
Actions in support: 

Support the redrafting of the CAA amendments to address concerns raised in 
the initial readings in Parliament and other changes as may be required. 
including possibly the inclusion of provisions necessary to bring the law into 
compliance with relevant EU directives. 
Support the use of public forums. targeted workshops and high-level meetings 
to explain the CAA amendments to key stakeholders and members of the 
media. 
Support the passage of the amendments through the Council of Ministers. 
Provide support to MTC leadership in Parliamentary debate 1x1 the CAA 
amendments. including participation as may be necessary in informal 
meetings with key groups within Parliament. 

B. Specific actions to improve the quality of information on the Airpnrts 
Considerable wok with the Ci\-il Aviation Authority and the management of the 
Airports operating companies is necessary to improve the understanding of the 
Airports' operations. project assumptions and the data that is made available to 
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interested investors. This work is essential to improve the overall implementation of 
the concession transaction. Specific actions include: 

Implementation of independent passenger quality of sen-ice son-eys at the 
airports during the 2003 season. 
Completion of site visit to the airports to review operations 2 n d  levels of 
crowding during the 2003 season. 
Development of improved traftic -muth forecasts with panicipation of 
Bulgarian tour operators. 
Review of existing airports investment plan and revisions as may he n e c e s q  
Matching of airport-based costs with the appropriate iurp~~generated 
revenues. 
Revision of the financial model for the airports transaction. 

C. Completion of necessary tender documentation and other supporting 
materials 

The tender documentation necessary for this transaction include documents both for 
approval of the transaction by the Council of Ministers and also for approval and use 
by the appointed Tender Commission and distribution to investors. Existing draft 
documents must be updated to reflect the conditions at the actual time of issuance of 
the tender. as well as the final decisions of the Council of Ministers and the Tender 
Commission on transaction terms and conditions. Specific work products include: 

Essential updates and revision to concession analyses initiall>- prepared in 
2002.  
Draft decision on the concession transaction for approval of the. Council of 
Ministers. 
Terms of Reference for the transaction (preliminary version already prepared). 
Information Memoranda for the transaction (preliminan. veriion already 
prepared). 
Draft concession contract for the transaction (work in progress). 

D. Support to transaction implementation 
The Advisors are to support the MTC in all phases of transaction implementation. 
beginning with the initiation of the tender by the Council of Ministers and. -nus 
permitting. the transition of airport operations from the State to the Concessionaire. 
Specific actions include: 

Technical work with the MTC. Civil Aviation Authority and manapmen1 
teams at the Airports to resolve issues relating to the complete terms and 
conditions applicable to the airports and their operation under concession. 
Support to the MTC to market the transaction to the intematicnal investor 
community. including enabling the MTC to solicit feedback m pmposed 
tansaction terms and conditions prior to transaction initiation. 
Advice to the tender commission on the approval of tender docurlents and on 
finalizing selection criteria for the transaction. 
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Support to the MTC on interaction with investors and interested parties during 
the implementation of the tender. 
Support to the MTC to manage the due diligence process by prequalified 
investors. 
Confidential advice to the Tender Commission on the review of submitted 
proposals and tender commission decisions and actions. 
Support to MTC to negotiate and conclude contract with selected investor. 
Support to MTC and Civil Aviation Authority to implemenl transition of 
airports operational responsibilities. if rr~flcietlr rittte rerrulinc u ~ ~ d e r  riris 
projecr. 

E. Capacity building and training for counterparts 
The specific Airports concession transaction is just one of countless oppnunities for 
the development of public-private partnerships in the operation of traditional public 
infrastructure. As such, a key component of this project is to transfer knowledge and 
skills to specific cwnterparts within the MTC and to zeneral counterpart; within other 
Government ministries. including the Council of Ministers.  minis^ ol Financ~ and 
other institutions as appropriate. This is done primarily through regular on-the-job 
collaboration and cooperation to implement the Airports concessions transaction. and 
also through specific. targeted training. workshop and development actit ities for local 
counterpart groups. Specific actions include: 

Participation by Advisors. key MTC counterparts and membe~s of relevant 
Parliamentary commissions in one or more international w d s h o m  on airporl 
concessions. at which time participants can review the international esperiencv in 
private sector operation of airports and interact directly with multiple. experiencxd 
practitioners. 

On-the-job review and discussion sessions with MTC cwnterpiuts regarding 
the proposed terms and conditions of the Airports concession transactions and their 
underlying rationale. 

Regular review and discussion with key MTC counterparts of international 
experience in private sector operations of airports and its applicabilir) to Bulgaria. 

Implementation of one or more formal workshops on key top~cs related to 
concession transactions. including financial modeling. concession :ontracts and 
possibly others: this activity should be open to parWipation by a broader _ m p  of 
relevant Government persons. as applicable. 

F. Implementation of coordinated public awareness program (support to MTC) 
Public awareness of the planned Airpms concession vansaction is essential f a  the 
success of the project and is an integral part of the project workplan. This includes the 
development of targeted and coordinated public awareness activities with numerous 
project stakeholders. Advisors will play a supponing role to ICITC counterparts on the 
implementation of public awareness and consider the development rf counterpart 
capacity essential to the self-sustaining success of this project and otwr imponant 
activities within the MTC. Specific actions include: 
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Development of public awareness plan(s) targeting the passage of legislation in 
Parliament and the implementation of the transaction. 
Implementation of formal workshop on concessions for members of the media 
to broaden their understanding of the economlc importance cf concession 
transactions for Bulgaria and to improve their specific understding of the 
background for the planned Airports concession transaction and the suppomng 
amendments. 
Preparation of written materials for direct or indirect use b? 51TC counterparts 
and for publication in local newsmedia (through .MTC) 
Lncorporation of international experiences in pribate sector operation of 
airports into public debate on airpon concessions. 
Ongoing public awareness activities to support transaction implenlentation. 

111. Key Issues 

A. Legal Advisors 
Although some project resources (expat LOE) have been allocated to Icgal advisor?. 
services. the scope of work for this project does not include ctmprehensive 
international legal advisory sen-ices which the MTC may additionally require to 
implement this transaction. This fact has been acknowledged by the MTC. which has 
indicated its intention to secure legal advisor) sen-ices separate from but in 
coordination with the technical advisory services provided under this project. The 
Advisors intend under this project (though not indicated above) to support the SITC to 
procure these services. The final decision to pursue outside legal advisoq sen-ices. 
however. remains squarely with the MTC. 

B. Timing of Legislative Action 
Parliamentary actions and their timing are difficult if not impossible to predict and to 
control. Although the MTC may influence the process. it cannot dictatc to members 
of Parliament their priorities or their votes. And as elsewhere. voting act.ons are often 
dependent not on the merits of individual bills but on &r political interests and 
battles. Actions by the Advisors are primarily focused on advising and suppomns 
MTC leadership. and as necessary. appearing directly before Parliamentar) 
committees as independent experts. 

C. Counterpart Capacity 
The project cannot nor should not take the place of MTC depanlnents in the 
fulfillment of their responsibilities to implement this concession transa:tion. In the 
course of preparing this transaction with counterparts. pnuine understanding and 
decision-making by counterparts take longer to achieve than if ctmplete draft 
documents were simply prepared and provided to the MTC for approtal. Real benefit 
and much of the real work of this project is the generation of that capaclt! uithin the 
MTC. now and for the furure. 
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Attachment 3: Project Workplan 

D. Completion of Transaction 
There is a distinct possibility that this transaction cannot be completed prior to the 
end-date of the project. As such. the Advisors will need to do all they can to ensure 
that the MTC has the information and documentation it needs to implement its strategl- 
for the concession transaction. Additionally. the Advisors may pro\-ide advice to 
MTC counterparts on appropriate transition strategies for the use of outsitle msaction 
advisors to assist the MTC to complete this transaction. Although ih:s may cause 
some delay. it is unlikely that we would recommend the MTC to iomplete this 
transaction without having its own team of international advisors to probide assistance 
and guidance. 

IV. T i l i n e  of Main Project Activities 

Although supporting private sector development in a number of ways as indicated 
above. the project's primary objective is to support the hlTC to initiate .md complete 
the Airports concession transaction. This involves the successi\-e conlpletion of a 
series of actions by the Government. by Parliament and by the MTC. 'Vie tinti~tg of 
the imnplementation of this workpltul is to u /urge e.rtetit governed b~ rile individlt~rl 
prerequisite steps. IIKIII \  c$ ~~1ticl1 ore oiitside the direct c.otltrol c! f  rlte Ah-icors. 
Nevertheless. the Advisors will work to ensure not only that the prerequisite steps ant 
completed as quickly as possible. but also that all elements of the workplan are 
implemented to the extent possible. 
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Attachment 4: Amving and Departing Passenger Survey 

Arriving Passenger Satisfaction Survey 

Plcase help the Bulgarian Ministry of Transport and Communications improvc your cxpcricnce at 
this airport by rcsponding to the qucstions according to the following scale: 

5 Highly satisfactory 

4 Satisfactory 

3 Adequate 

2 Unsatisfactory 

1 Highly unsatisfactory 
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Attachment 4: Arriving and Departing Passenger Survey 

Question three 
How did your airport cxpcrience impact your overall impression of Bulgaria? 

negatively no impact favorably 

Please elaborate: 

Question four 
How did your airport cxpcrience in Bulgaria collipare with the cxpcricnce at the airport you departed frorn? 

ncgat ivcl y same favorably 



Attachment 4: Arriving and Departing Passenger Survey 

Departing Passenger Satisfaction Survey 

Plcasc hclp the Bulgarian Ministry of' Transport and Communications improve your cxpcriencc at 
this airport by responding to the questions according to thc following scale: 

5 Highly satisfactory 

4 Satisfactory 

3 Adequate 

2 Unsatisfactory 

1 Highly unsatisfactory 
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2003 D m  AMENDMWlTS TO THE C M L  AVIATION ACT 
PROVISIONS REGARDING CONCESSION OF AIRPORTS 

Summary 

The purpose of this paper is to describe the provisions regarding airport 
concessions in the 2003 draft amendments to the Civil Aviation Act, the need 
for these amendments to the Act, the resulting benefits of airport concessions, 
and the mitigation of risks associated with airport concessions. 

Note that the draft amendments also contain important provisions related to 
other issues, including harmonization of Bulgarian legislation with EL 
directives per the pre-accession protocols; this paper does not address these 
other provisions. 

1. The Rationale for Airport Concessions 

States across Europe and throughout the world have long recognized the 
important role that airports play in national and regional economies. 
Underfunded and underperforming airports do not allow the regions 
served by them to develop to their full extent possible, Limiting economic 
development and impacting regional employment and prosperity. 

Due to growing worldwide traffic and continued technological 
developments, airports require regular and significant capital investment in 
order to provide essential capacity and service quality to us~rs.  The 
International Air Transport Association (IATA) estimates that airports 
worldwide will require upwards of 300 billion Euros now through 2010 to 
expand and modernize airports worldwide. 

Although airport infrastructure charges can be used to cover the periodic 
financing costs of required in\,estments over time, capital expenditure on 
major works such as terminal and airfield infrastructure require access to 
significant funds upfront, which can only come from outside debt and 
equity. Therefore either the State or the private sector must step tn to fund 
these investments. The State must make tough choices about which projects 
and sectors to fund directly, including many for which there is no alternative 
but State funding. Because airports have potential to be viable commercial 
businesses, they can attract private sector investment and management in 
ways that other areas of activity within the State sector (such as hospitals 
and schools) cannot For this reason the trend in Europe and \vorldwide has 
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been towards private sector participation in airport development, operation, 
and management. 

In addition to easing public finance constraints, intemational experience in 
airports management conclusively shows that operation bv the private sector 
resulk in increased airport operating efficiency, increased grow-th hi  airports' 
commercial activity, increased contribution by the airports to traftic growth 
and increased regional development, all provided with no increased cosk to 
airports users, including airlines and their passengers. This is the essence of 
maximizing the airports' contribution to regional economic growth and 
development 

European experience: 

- Over 200 million passengers travel through privately operated airports in 
Europe each year. (See attached appet1di.u 3.1 for partial list of  p r i m t i A  
Europentl airports and appendix 3.2 for partial list of  airports irt~tier priiwte 
concession). 

- There are many different types of transactions to introduce the private 
sector to airports development and operation, including concessicms, full or 
partial trade sales, and public share offerings. The type of transaction 
undertaken is linked to national legislation, government objectives and 
specific airport circumstances. All transaction methods can deliver the 
key benefits of private sector airport operation indicated above: access to 
finance and improved airport performance. 

Many of the holiday destinations the Black Sea Coast competes with are 
served by airports under full concession: Athens, Malta, several airports in 
Italy, to name a few. And recently Cyprus announced it has awarded its 
two airports sewing intemational holiday charters as a bundled cancession. 
In addition to these, Istanbul and Antalya in Turkey have granted 
concessions for the operation of airport terminals and other key facilities. 

Likewise, most of the tourists visiting Bulgaria are originating at airports 
owned and operated by the private sector: major airpork. sending 
passengers to Bulgaria's holiday destinations from UK, Germany, 
Scandinavia, Austria are private. 
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The Airports on the Black Sea Coast: 

- The Bulgarian Constitution specifically precludes privatization of public 
State property, including airports.   he concessions Act was adopted by 
Parliament in 1995 so that private sector capabilities can be introduced to 
certain public state property such ;s airports via concession 
arrangements. 

= At both Varna and Bourgas, significant and immediate investment in 
terminal and airfield infrastructure and airport equipment is d~sperately 
needed. (See attached appendix 1 for a descriptiotz of the current pwr  l m l  o f  
sewice at the airports relatirje to the requirofletzts as d&rzed tn/ IATA ~rtd ICAO. 
and attached appendix 2.1 for an~olrrrt qf inzvstrnnzts ;zeeded b t  the aiports o i w  
tot  years bt/ category.) 

As the general case throughout the world, the airport infrastructure 
charges collected are not able to fund essential capital investments without 
external equity and debt financing to leverage them. Given the nrstrictions 
on the State budget and the limited availability of sovereibm ((State) 
guarantees and their use for other critical projects, the State d w  not have 
the means or the incentive to undertake this financing. 

- Essential performance improvements necessary at these airports are not 
limited to capital inveshnents. Modem managerial techniques can be 
applied throughout the airports' operations to develop the airports' 
business and increase their performance, resulting in clear and noticeable 
improvements in service orientation, customer satisfaction, cclmmercial 
development and quite possibly, increased passenger traffic. 

Existing tourism demand already exceeds the capacity of the airports, and 
future growth in the tourism economy and all of its economic and social 
benefits will depend directly on the ability of the airports to provide 
adequate infrastructure and services. Given European precedent, the 
Bulgarian legal environment, and the requirements at the airpors, private 
sector involvement by concession is the best wav to achie\.e this on the 
Black Sea Coast. 

* There is significant interest in the concession of Varna and Bourgas airports 
from the international airport business communitv. Thev are readv to invest 
in the development and operation of the airportsand w:ould like'to see this 
happen as soon as possible. Companies interested in becoming the 
concessionaire at Bulgaria's airports are willing to invest capital upfront 
and spread out their return on this investment over a longer tern1 in order 
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to keep user charges low. (see attached appoldix 2.2 fbr the yototti11 fiiurrrcial 
p r w e  ofthe concessiotr of V a m  and Bolrrgas Airports. 

2. The proposed legislative amendments to the Civil Aviation Act: 

The provisions on concessions in the proposed amendments address onlv 
those changes to existing legslation necessary to undertake airpoi 
concessions successfullv. Per the Concessions Ad, terms and conditions of 
any tender and eventual transaction will be addressed in a decisian bv the 
Council of Ministers (COM) and ultimately codified in the specific tender 
documents which must be approved bv the tender committee, itself 
established by the COM. Before its signing, ihe concession contract must also 
be approved by the COM. (see attached appendix 4 for at1 aturlvsis ad honl the 
tender documents r~i l l  protect the irlterests of the State, as rtrll as otjlm nakeholdm 
nith legititrmte itlierests irlcltcdirzg airlines, nrrplmees, local corirri~lori~J. 

Key points in the amendments concerning concessions: 

Collection of airport infrastructure charges - 

Currently, user charges for airport infrastructure in Bulgaria are transferred 
directly to the State budget. This is not typical international practice, and 
international aviation organizations such as IATA and ICAO stronglv 
discourage this. 
Collection of these fees by the airports under concession is essential to 
making the capifal improvement of the airports possible. Without this 
basic control over the collection of airport revenues, investors will not 
participate in the concession and banks will not lend to the project. 
The amendments allow the State to link the portion of use- charges 
collected to the party responsible for providing the various infrasashucture 
and services at the airports. The COM decision will determine the 
responsibilities of the concessionaire, and thus the portion of charges the 
concessionaire will collect. 

Preaualification of tender participants 

Existing concession legislation doesn't specifically permit a prequalification 
stage. The amendments will allow for an open, transparent pre- 
qualification procedure as part of the tender process. This is necessary to 
ensure only experienced airport operators with the financial means to 
undertake the required investments are allowed to participate in the 
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competition. This prequalification of bidders is standard international 
practice. 

Clarifications durinpr - the tender vrocedure 

Existing legislation doesn't specifically permit formal communication 
between the tender committee and tender participants. I t  is inkmational 
practice to allow formal written requests for clarification and comments 
throughout the tender process according to prescribed rules. This is 
necessary to ensure that tender procedures and transaction tams and 
conditions are clearly understood bv the participants and :o ensure 
transparency during the tender process. 

Participation of foreim consortia in the tender 

Existing legislation requires the legal entity selected in the tender be the 
party who signs the concession agreement. Furthermore, the pa& to the 
concession agreement must be a Bulgarian registered corporation. 'Because 
typical qualified participants in tenders for airport conces.iions are 
intemational consortia which will not have registered as Bulgarian 
corporations prior to the tender, a legislative change is necessanm to allow 
the winning consortium to register as a Bulgarian corporation (of identical 
shareholding as the winning bidder) subsequent to selection as preferred 
bidder and prior to formal award of the concession by signing of the 
concession agreement. In order to ensure that qualified international 
airport operators can participate in tenders, this has bear standard 
international practice. 
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APPENDLX 1.1 

Actual vs. recommended area per passenger during peak times at Black Sea 
airport 

Level E [ IATAI 
Actual Area PAX A c i d  Targci / Area 

(sg.m) I sqJWPAX sgJWP4X. Rapd. sqm/PkY. 
I sqm 

384 Check-In Area 1 
1540-1620 1002 0.38 1.0 1 1002 
1650-1800 1158 0.33 1.0 1 1158 1.4 
1800-1840 1 745 0.52 1.0 j 745 1.4 1043 

' 

I 
I 

I I 
Baggap Cbim Area I 250 
1450-1553 I 826 030  1 2  991 

Level C: Good level of service, condiions of stable fbw, acceptable delays, good kve of awnfort 
Level E: Inadequate level of service, unstable fbw, unameptable delays, inadequate kvel of annforl 

Service bebw Level E midered as SYSTEM BREAKDOWN 

This data comes from Bourgas Airport on 12 August 2002. It is indicative of the 
situation at both Black Sea airports during the peak season. The table above 
shows the actual available space per passenger in key areas of the terminal. 
This number is then compared with the area required to meet LATA 
(International Air Transport Association) guidelines for service level C 
(acceptable) and E (inadequate and unacceptable). Currently the airports do 
not even meet level E specifications and their level of service at these times 
would be classified as SYSTEM BREAKDOWN. This is a routine scenario at 
both Varna and Bourgas airports. 

As the photo in Appendix 11 demonstrates, the figures in the table above 
translate to a complete failure of the airports to accommodate the tourists in an 
acceptable manner. 

Similarly, without new airfield infrastructure at both Varna and Bourgas, the 
number of aircraft arriving during peak operating times cannot grow to meet 
the demand. This fact is holding back the growth of the Black Sea tourism 
industry. 
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APPENDIX 1.2 

Photo of typical passenger departure queue during peak time 
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APPENDIX 2.1 

10-year investment requirement at Vama and Bourgas Airports 

Investments by category (BJR M) 
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APPENDIX 2.2 

Cumulative annual financial profile of concession of Vama and Bourgas 

'cDnnancoem *mw [EURO MI 

As the blue line indicates, most of the investment at Vama and Bourgas is 
needed in the first 10 years of the concession. The concessionaire will provide 
a mix of equity and debt to finance this investment. 

In order to keep user fees to an acceptable level, the regulatory regime will 
force the concessionaire to recoup its investment slowly over the life of the 
concession (green Line). Given the upfront investments required and the price 
sensitive nature of the tourism market, the concessionaire will not become 
positive in net present value terms until much later in the concession term. For 
this reason, a 35-year term may be required. 

In addition to owning the improved assets (blue line), the State will receive 
annual concession fees based on airport revenues as well as corporate taxes 
from the concessionaire (red line). 
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APPENDIX 3.1 

Partial list of privately owned and operated airports in Europe 

passengers total sales € 

2002 2002 

Austria 
Viema 

Germany 
Frankfurt 
Hamburg 
Hamover 

Switzerland 
Zurich 

Denmark 
Copenhagen 

Belgium 
Brussels 

Sweden 
Skavsta 

UK - 
London (LHR/LGW/STD) 
Birmingham 
Bristol 
Cardiff 
Belfast 
Newcastle 

Slovenia 
Ljubljana 

48M 1,903M 
10M 250M 
5M N.A. 

12OM 2 m M  
N.A. N.A. 
3M N.A. 
2M 35M 
4M 43M 
3.4M N.A. 



Attachment 5: White Paper on Airport Concession Transaction and CAA Amendments 

APPENDIX 3.2 

Partial list of airports under private concession in Europe 

m - 
Luton 

Greece 
Athens 

Roma (Fiumicino & Ciampino) 
Napoli 
Firenze 
Torino 

Turkev 
Antalya (Bayandir terminal) 
Istanbul (TAV Ataturk terminal) 

Cwrus (contract signing pending) 
Lamaca and Paphos 

passengers total sales € 

2002 2002 

N.A. 
14M 

330M 
N.A. 
23M 
53M 

N.A. 
N.A. 

N.A. 
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Protecting the legitimate interests of stakeholders 

In accordance with international practice and the specific needs of Bulgaria, the 
interests of all stakeholders (State, concessionaire, airlines, passengers, tour 
operators, employees, local community) will be protected in the ccncession 
contract. Terms and conditions for airport concession contracts shoulc include 
the following contract provisions: 

Investments and a i m r t  charges 

- Approval of investment plan by State and regional authorities. Airlines will 
have formal opportunity to review as well. 

9 State will own the impror~ed assets (and all original airport assets). 

- Failure by the concessionaire to deliver the approved investmenb on time 
will result in default and cancellation of the concession. 

Setting of airport infrastructure fees and charges bv State on a cost-recover). 
basis in accordance with Bulgarian law to ensure users get \value for money. 

Concessionaire's profits from airport infrastructure charges to be regulated 
by State. Concessionaire's return on investment to be spread over long-term 
period to ensure low user charges. 

Monomlv protections with regard to other a i m r t  services 

- Airports under concession will be subject to EU directives o r  ground 
handling competition. 

= Airlines and other users will have recourse to State regulator in the event a 
commercial agreement with the provider of handling servlces cannot be 
reached between the parties in order to prevent abuse in pri,ing and 
provision of ground handling and other services. 

Financial and other Guarantees 

Concessionaire to post significant performance bond to State. 

- No State guarantee on financing raised by the airports. 
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State budget to receive annual concession fee based on gnxs revenues, as 
well as corporate taxes from concessionaire. 

Safetv and security 

As signatories to the Chicago Convention of 1944, States bear ultimate 
responsibility for aviation safety and security. However, State can and 
often do delegate the implementation of portions of that respnsibilitv 
(including passenger and baggage screening, crash/fire/rexue emergency 
services, and perimeter security) to private sector airport operators. This is 
the norm at major airports throughout Europe. 

In accordance with intemational practice, State will monitor those areas of 
responsibility for safety and security delegated to the concessionaire. State 
will also retain direct operational responsibility for certain areas of safety 
and security. 

Concessionaire to carry significant liability insurance and indemnif?. State 
against Liability claims. 

Labor Issues 

No change in employment status: per Concessions Act, all workers to 
transfer to concessionaire, who must abide bv existing collective bargaining 
agreements 

Bidders in tender to be required to include social plan as part of their 
technical proposal 

Issues mtentiallv arising . from the bundling - of airports into a single - concession 

- If multiple airports are concessioned as a single package, legitinlate local 
and regional interests can and will be protected in the concession contract. 
There is significant intemational precedent with this (London - three 
airports under one private owner/operator, Rome -both airports under one 
concessionaire, Cyprus - both holiday charter airports under one 
concessionaire), and it is possible to ensure fair and equal treatment for each 
airport in a multiple-airport concession. 

= Crossdefault provisions in the contract will ensure that the conccuionaire 
will fulhll its obligations to invest in and develop each airport according to 
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the contract and the approved investment plans. Each airport will have its 
own investment plan. 

Prohibition of transfer pricing will ensure the concessionaire cannot 
commercially favor one airport over another. 

- Independent regulation of each airport by the CAA will ensure each airport 
is operated according to international standards and consistent \r.ith the 
long-term interests of the local stakeholders and the region it  serves. 



Ministry of Transport and 
Communication 

Republic of Bulgaria 

Investment Opportunity 

Bourgas and Varna Airports 
Bulgaria's Black Sea Coast 
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Alternate Strategies for Development of the Black Sea Airports 

The Ministry of Transpon and Communications (MTC) remains commined to the 
implementation of concessions for these airports in accordance with the Conces>ions . k t  and 
the Civil Aviation Act as to be amended by Parliament during its current terni. However. 
there remains a possibility that the MTC will not be able to can)- out its intentions and that 
alternate strategies will need to be developed. Alternate strategies must address .he following 
MTC objectives: ( I )  upgrading airport capacity and level of senice thmgh immediate 
capital investment. (2) modernizing airport management and operation. and ( 3  maximizing 
the airports' contribution to regional economic and social development. 

If it becomes apparent that the preferred strategy of concessions cannot be realized. then 
Advisors will discuss alternate strategies with MTC leadership and make a recommendation 
on a course of action for the MTC to follow. supporting its implementation a. appropriate. 
Strategies which the Advisors believe are most appropriate are indicated in bold. 

Alternate Stratenies 

ManagementIOperations Related: These strategies could show immediat: impact on 
airport operations and be a first step toward greater private sector involvement in the airports. 
State willingness to support significant airport investments might also be i m p r o d  under 
proper airports management. Possible downsides include no immediate actions to address 
infrastructure constraints and difficulties to identify and coordinate Lhc role and 
responsibilities of the parties. 

1. Short-term Consultine Contract 
Airports operator (EAD) and Civil Aviation Authority (CAA) would authorize the hiring 
of an appropriate firm to observe the airports and their operations over a fixed period of 
time (a portion of a season most likely) and to make specific. targeted reco~nrnendations 
on improvements in airport operations that can be made by the existing management 
teams. This alternative could provide EAD management and the CAA with ideas on 
improvements but management would be on its own to implement impro\ements. This 
transaction could result in operational improvements but it would be up to existing 
management teams to make this happen. 

2. International Recruitment of New Managers 
EAD Board of Directors (representatives from the CAA and the MTC) would announce 
an international tender for qualified persons interested to manage the existing EADs. This 
would replace top-management and. if properly empouered. could result in materidl) 
improved airport management and performance. Personnel changes could be resisted and 
manageriaVoperational improvements might be limited to term of new mana-ews - 
sustainability of improvements unclear 
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3. Technical %rvices Aereoment 
This would involve the completion of a contract between the EAD and a qualified firm to 
provide on-going technical and consulting services. Such contracts are i n d u s ~ -  standard 
practice and allow for considerable skills transfer and improved operation. Should be 
done in line with public procurement. but otherwise standard contracts are readil!- 
available. Improvements would be limited by EAD and CAA willingness 10 implement 
change. 

4. Concession without amendments to existing legjslation 
This would involve the selection of a qualified firm to manage and operate the airpons on 
behalf of the State. similar to a management contract or lea&. and conducted according to 
the Concessions Act. Tlus would transfer significant operational control to the managing 
firm. thereby delivering significant improvements. Would require all the steps of a 
concession. and could face resistance by vested interests. 

Investment Related: These strategies would address the immediate and high priority need 
for capital investment invariably making a major impact on the quality of the airpons. 
Funding should be readily available for the airports which are atuactive investments. whether 
to the private sector or to the State. However. the lack of management and operational 
improvements would still leave considerable problems at the airports. The downside to this 
strategy concerns the effectiveness of major capital investments uithwt addressing 
management issues. and that once investments are made the State may feel poorly motivated 
to address management and operational problems. Additionally. an internationally 
experienced operator-led investment program would be more reflective of developing airpon 
trends and efficiencies than those put forward by the State. 

5. Ainntrts Loan Proeram 
The State would secure private sector funding for airport capital investment - the terms 
and conditions of such funding would be highly variable. State guarantees &or equity 
commitments could be necessary. Projects with State guarantees could be on attractive 
terms. but the State would retain all traffic-related risks (and rewards). State loans can be 
cumbersome and slow to utilize and reduce overall creditwonhiness. Effic~ency of loan 
usage could be an issue (see Sofia Airport project). 

6. State-imlemented Investment Promam 
The State would implement necessary investment program without seeking financing 
from the private sector or international financial institutions. The ability to implement any 
investment project would be solely dependant on the State's ability to allocatc and commit 
the necessary resources. Investment program would be conditional on availability of State 
funding and could be driven by political and budgetary pressures. rather than 
infrastmcture needs. Risk of persistent under-investment and resulting under- 
development. as is the case today. 

Autonomy Related: These strategies would provide grater autonomy for the airports which 
could be a productive intermediate step to actions that would more dinrtly address 



Attachment 7: Alternate Strategies to Concession 

management and operational concerns and the need for infrastructure capaci5 inresunents. 
Greater autonomy could make airport development decisions more insulated frorn the political 
process and place them in the hands of those bodies most motivated in airport cperation and 
development. Downside to autonomy pmvisions includes the creation o< off-budget. 
bureaucratic entities and the concenmtion of critical decision-making in inherentlv limited 
and politically influenced public institutions. Steps toward airporn autonorn! u-&d not in 
and of themselves impact airport management or infrastructure. 

7. Creation of Public Authoritv with asset owners hi^ 
Amendments to the Civil Aviation Act (and possibly others) could allou airpon 
infrastructure charges to be retained by the CAA for use only on civil aviation. Such 
changes would ensure that such revenues do not go 'off airport' and into tile budget as 
they do today and could depoliticize investments in airpon infrastructure. The Authorit) 
would still be both the regulator and the owner of airports and could face insufficient 
checks on its investment decision-making as a State institution. Financing activities 
would still require the involvement of the CAA and possibly the State. 

8. Transition of Public Pro~em to Airuorts EAD 
This strate0 would likely require a legal amendment to reclassify airport infrastructure 
from public to private State infrastructure. thereby allowing the EADs to dinrrly collect 
charges and invest in airpon infrastructure. Full or partial privatization of the EADs and 
thus the airports would then become a possibility. This would require a substnntial set of 
amendments and adjusted thinking about the nature of public State property and which 
pmpeny is appropriate for privatization - the Concessions Act is presenlly the generally 
accepted means in Bulgaria for attracting private sector investment in public 
infrastructure. 

9. Transition of Public State Prooertv to Public Munici~al Rooeny 
This reclassification of public property would transfer its management fmrn the central 
level (MTC) to the regional andlor municipal level. It is not clear how this would impact 
the allocation of infrastructure charges. This is a common model for airports ounership as 
local authorities are frequently more keenly interested in regional airport development. 
Concessions Act would still govern private sector involvement. Several municipalities 
would share responsibility for a regional airport. possibly shifting political issues from a 
national to a local level (and thus accomplishing very little). Little precedent for this ~ ! p e  

of asset transfer in Bulgaria. 



Act on changes and additions to the Civil Aviation Act 
(published in State Gazette. # 94 OT 1972: amendments in # 30 11990: amendments and additions in # 16 1 1997: 

# 8511998: #12 12000: #34 and 1 11  12001 ) 

$ 1. In An. 2. Section 2 the word "zones" is replaced by "restricted and unsafe zonts.. . 
3 2. In An. 5. Section 4 changes as follows: 
"(4) The terms and procedures' for defining regismtion and notification signs shall be set in a regulation 

issued by the Minister of Transpon and Communications". 
8 3. In An. 7. the phrase '.aviation operators" is replaced by 'hir carriers". 
B 4. In An. 10. Section 2. a new second sentence is crealed: 'The cases uhich req~ire pnor appro\al b) the 

CAA. and terms and procedures for prior approval shall be set in a regulation issued b? ihr  irlinister oi Transpon and 
Communications". 

$5. The following amendments and additions are made in An. 16a: 
I .  After the phrase "air navigation" follows a comma and the new word "as": 
2. In Par. 3 the phrase "and the surrounding area of airpons and air tracks" is struck: 
3. Par. 4 is abolished: 
1. Par. 7 changes as follows: 
'7. establishes with regulations the terms and procedures for issuing. amendment. n5mction. and suspension 

of certificates. proofs. approvals. permits and licenses subject to this Act: 
5. Par. 10 changes as follows: 
"10. issues a regulation for the general rules for indemnification of passengers in c a x  of rejected board access 

by a regular-flights air carrier: 
6. Par. I1 changes as follows: 
"I  I. in regulations. establishes requirements to tariffs for regular and chaner air flights. as u-ell as the general 

rules for introduction and use of computer systems for reservation purposes": 
7. New Par. 13 and I 1  are created: 

"13. approves investment programs of legal entities. which use facilities pursuanl to An. 120": 
"14. issues a regulation for the working hours of registered aviation personnel. 
$ 6. A new An. Art. 16b is created: 
"An. 16b. ( 1 )  The CAA shall perform the regulatory and controlling functions of the .;tale relared to pmvision 

of air navigation safety and security. and shall: 
1. perform functions as a civil aviation administration in compliance with any internat onal c i ~ i l  air navi_eation 

agreements. on which the Republic of Bulgaria is a party: 
2. conml the civil air navigation. civil airpons and airfields. civil air navigadon facilities and &\ices on the 

tenitory of the counuy. regardless of ownership. as well as the aviation personnel: 
3. convol compliance with this Act and the bylaws. as for this purpose shall issue compulsory prescripons in 

the cases provisioned by the law: 
4. control actions of the physical and legal entities related to safety and securir!. of civi! air navigation: 
5. keep registers as provisioned by the law: 
6. coordinate construction plans for facilities to be built at he airpon area and their sumndings.  as =.ell as 

on air tracks. in connection with provision of air navigation safety and securily: 
7. investigate accidents with aircrafts in the country. or issue an order for investigation to be carried out by an 

air carrier. aviation operator. airpon adminismtion. air M l c  control. which are line instimjons for the accident. 
Following completion of such investigation. the CAA shall communicate the results to the specialized unit pursuant to 
An. l6d: 

8. develop and propose regulations. norms. mles and procedures in the area of ci\-il air na\ig*on to the 
Minister of Transpon and Communications: 

9. carry out coordination between institutions and legal entities in the area of air navigation regarding flight 
safety and security: 

10. control the provision of security services in the restricted zones of civil airpons.: 
I I .  mainrain a uniform database and issue i.d cards and passes to physical persons. leg.11 entities and vehicles 

required for access to the restricted zones of civil airpons for public use: 
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12. conrml the implemenfation of the requirements for streamlining the procedures for passenger handling. 
processing and handling of aircrafts. baggage. cargo and mail: 

13. conml the execution legal entities' functions. for which the state is liable pursuant to international 
agreements. in compliance w%h the current standards. conditions. rules and categories for prorision of air na\igation: 

1.2. coordinate the investment programs of persons who use facilities pursuant to An. 120. Section I and Z in 
connection with provision of sir navigation safety and security. and shall control their imp1emen:ation: 

15. impose a hold on aircraft's take-off in the cases provisioned by the law: 
16. organize data enuy. update and delivery of specialized data about the objects (sites) pursuant to .M. 32. 

Section I .  Par. I of the Cadastre Act and the property register and creation of specialized maps. registers and information 
databases: 

17. collect charges in the cases provisioned by the law: 
18. perform other functions. as pros-isioned by this Act. 
(2) Controlling functions of the CAA shall be performed via air navigation inspecto3. appointed b? an order 

of the Head of CAA. 
(3)  Inspectors shall have the right to: 

I .  free access to the persons and sites under their control by carping out inspectiors of air na\igtion safe() 
and security: 

2. demand data. information. explanations. operational and other information from .he respecti\e institution 
representatives. including about re_eistration/cenification of personnel. as well as any  her information related to law 
compliance in the civil air na\igation area: 

3. issue deeddacts for violation of administrative procedures subject to this ACI: 
4. issue compulsory written prescriptions for the implementation of regulatory provisions in the air nabigatinn 

area and provision of ci\il air navigation safety and security. where they shall prescribe required deadlines and abatement 
of flight safety nuisance: 

5. make proposals for hold. termination and suspension of permits. cenificates. licenses. p w f s  and 
approvals. 

(4) Inspection results shall be included in a Protocol of Findings. with attached e\idence gathered. The 
Protocol shall be delivered to the person subject to the inspection. as the person shall have the nght to file explanations 
and objections within 7 dap from protocol delivery. 

(5) Based on inspection results. h e  head of CAA shall impose admin~strative s m t ~ o n s  or compulsor) 
administrative measures. or shall terminate the rights deriving from issued licenses. approvals permits. cenificatcs or 
proofs". 

9 7. A new An. I &  is created: 
"An. 16c. ( 1) Applications for obtaining licenses. permits. certificates. approvals or ~ m f s  shall be submitted 

to the CAA and shall be reviewed within 45 days. 
(2) When an applicant meets the requirements. the head of the CAA or a person authwized b)  him shall issue 

a respective deed (act) within 10 from expiration of deadline subject to Section I .  
(3) Deeds subject to Section I shall be personalized and non-transferable. 
(4) Rights deribing from. deeds issued plrsuant to Section 1 shall be terminated: 
I .  upon a decision of the head of the CAA or a person authorized by him: 
a) when the person or the site for which they are issued ceases to meet the requirementi for their issuance: 
6) when ihr dred was issued on the basis of untrue documents or documents with unm.e content: 
B) upon violation of any law or statutes related to the issuance of the deedlact: 
2. upon application by the holder: 
3. with ternination of the operations of h e  person. 
(5) Upon establishment of violations of safety and security requirements and breach of other obligations 

provisioned in the law. by a person who has obtained a document subject to Section I .  the head ctf the CAA or a pmon 
authorized by him may. as a compulsory administrative measure. restrict or temporatily i m p e  a hold on the rights 
relared to the issued deed until abatement and completion of the issued compulso~  prescriprions. Resuictims shall be 
imposed in case performance of limited activities shall not jeopardize safely and security of air navigation and shall not 
comprise an opponunity for causing damages or for hazard to people's life and health. 

(6) the head of the CAA or a person authorized by him shall temporady impose a hold on the rights related 
to the issued deed until abatement and completion of the issued compulsor) prescriptions. in casc continued operations 
will jeopardize safety and security of air navigation and comprise an opportunity for causing damages or for threat to 
people's life and health 
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(7) Explicit or silent denial to applications for issuance of deeds subject to Scvtion I.  as well as their 
restrictions. hold on their validity or suspension shall be subject to appeals pursuant to the Administrative Proceedin_ps 
Act". 

5 8. A new Art. 16d is created: 
"An. 16d. (1) For the purpose of investigating aviation events. a new unit is established at the Miniwry of 

Transport and Communications. which shall: 
I .  maintain a system for mandatory and voluntary reporting of aviation events: itiation accidents. senous 

accidents and accidents: 
2. organize and control the technical investigation of aviation accidents. serious accidents and shall suppon 

the work of the commissions established for such purposes: 
3. keep an archive of investigations and shall maintarn an information database of a\iation events: 
4. prepare and disuibute an information bulletin about aviation events: 
5. upon investigating aviation events. analyze the activities of physical and legal pesons in the atr navigation 

area and proper functioning of sites and facilities related to the specific event. 
(2) 0perational costs of the specialized unit subject to Section I shall be covered by rhe MoTC budget. 
( 3 )  the specialized unit subject to Section 1 and the CAA shall notify each  her upJn m e i p  of information 

about any aviation event.". 
5 9. New Sections 5 and 6 are created in An. 23: 
" ( 5 )  Upon expon of aircrafts listed in the register. the CAA shall issue an export :ertificate for operational 

fitness. 
(6) The Minister of Transport and Communications shall issue a regulation for the terms and pnredum for 

issuance of export cenificate for operational fitness". 
5 10. The following amendments and additions are made in An. 24: 
I .  In Section 4. the phrase "only by an internationally accredited body" are replaced by 'b? the mpecti\e 

foreign air navigation administration": 
2. Section 5 changes as follows: 
"(5) The Minister of Transport and Communications shall issue a regulation for nquirements to the items 

comprising the operational fitness of newly produced aircnfts. as well as 10 maintenance and cmification of operational 
fitness of aircrafts and their components". 

3. A new Section 6 is created: 
"(6) The regulation pursuant to Section 5 shall also provision the terms and procedures for tssuing certificates 

for aviation noise level and air pollution level of aviation engines". 
5 11. A new An. 2Ja is created: 
"An. 2Ja. ( I )  Production andlor recovery (repairs) of aircrafts and their componeru shall be performed by 

physical persons or legal entities who are holders of standard-type cenificate. 
(2) The head of the CAA or a person authorized by him shall issue a standard-t>pe cenificate for prcduction 

or 3a repairs of aircrafts and their components. if the persons meet the following requirements: 
1. professional competence: 
2. financial stability. 
(3) The Minister of Transpon and Communications shall issue a regulation w h i c ~  shall set the terms and 

pmedures for issuing standard-type certificates for production or recoc-ery (repairs) of aircrafu and heir components". 
5 12. The following c h a n p  and additions are made in An. 25: 
I .  A new Par. 3 is created in Section 5: 
"3. candidates (applicants) have presented proof of financial stability": 
2. Sections 6.7 and 8 are abolished. 
5 13. In Art. 25a Section I the word 'Ihree" is replaced by "five". 
5 14. Arc. 30 changes as follows: 
"An. 30. ( I )  Any aircraft. which performs international flights. as well as any aircraft uith mumum take-off 

mass over 750 kg which performs domestic flights shall. during a flight. have the following documents on board: 
I .  registration certificate (license plate): 
2. operational (flight) fitness certificate: 
3. permit for exploitation of aircraft radio station. if there is radio equipment on &: 
4. regismtion certificate (license) of each crew member: 
5. insurance documents: 
6. flight log: 
7. flight plan (route): 



8. List of passengers. with respective travel source and destination point. in case then: are passengers on board: 
9. manifesto and like cargo declarations if there is cargo on board. 
(2) The Minister of Transpon and Communications shall issue a regulation which list other documents in 

addition to those subject to Section 1. which shall be available on board of the aircrahs. pursumt to the requirements of 
Euro-conrrol lnternational Convention for Cooperation on Air Navigation Safety dated 1960. anended by protocol dated 
12 Febmary 198 I.  enacted uith a law (State Gazette # 13 1 19971. and the regional agreements o' ICXO. 

(3) The regulation subject to Section 2 shall establish the documents which must be on board of aircrafts nith 
maximum take-off mass below 750 kg upon performing domestic flights". 

3 15. Art. 32 changes as follows: 
"An. 32. ( I )  Physical persons. who perform all activities related to provision a n  sen-ices tn the civil air 

navigation shall be deemed aviation personnel. 
(2) Requirements. terms and pmedures for issuing of registration cenificates licenses) to persons comprising 

aviation personnel. which are required to obtain regismtion certificates. as well as the terms anc p m e d u m  fcr keeping a 
register of such persons. shall be established in a regulation issued b) the Minister of Transpon and Communrations". 

Q 16. B An. 34. Section I n 2 ce 113we~n~ m a :  
"An. 3-1. ( I )  Aviation personnel. which are required to obtain registration certificates. must be Bulgarian 

citizens. This requirement shall not apply to crew members of aircrafts which are registered in tht Republic of Bulgaria: 
I .  upon performance of non-cornmercial flights: 
2. when an aircrafi is leased to a foreign aviation operator. 
(2) With a permit by the C M .  foreign citizens may also be granted access to work and training at the civil rur 

navigation". 
Q 17. In An. 38. Section 1. a new second sentence is created: "Aircraft crew membes. shall work under labor 

contract with an aviation operator. save for the cases when an aircraft is leased together with the crew members." 
5 IS. In An. 39. Section 2. after the word "aircmfr (vessel)" follows a comma and i te  new text "which is not 

included in the list of admissible denials with the flight exploitation manual for the respective aircraft tlpe". 
Q 19. The following amendments and additions are made in An. 43: 
1. B Section 2. Par. 2 the phrase "maximum take-off weight" is replaced by "maximum ~ a k e - o ~  mass": 
2. A new Section 7 is created: 
"(7) Airfields shall be used to service flights without passengers. of aircrahs whose maximum tale-off mass is 

up to 5700 kg against payment or free of charge. as well as for technological purposes of the owner. free of charge'.. 
5 20. The following amendments and additions are made in Art. 43b: 
I .  In Section I the phrase .'airport companies'' is replaced by "airpon operators". and after the phnse 

"pursuant to the Concessions Act" follows the new text "and of this Act": 
2. In Section 2. after the phrase "under the terms and conditions of the Concessiors Act'. follow-s the 

phrase "and of this Act": 
3. In Section 3 after the phrase "for _mandng a concession of civil airpon for public uie- follou-s the new 

text "appoints a commission to carry out a tender or auction": 
4. New Sections 1.5.6.7.8.9. and I0 are created: 
"(4) Upon granting a concession on civil airpon for public use. the CoM decision p~rsuant lo An. 7 of 

the Concessions Act shall determine the applicable requirements to an airpon operator and p n d  handling 
operator of one or more activities. which are performed by the concessionaire on the entire terntop or over a self- 
contained pan of the airpon. The decision shall determine the rights and obligations relat~d to the activities 
pursuant to Art. 1 8 a  Section 3. which are assigned to the concessionaire. as well as the terns and conditions. 
under which the concessionaire shall collect airpon charges pursuanl to An. 120. Sectio~ I .  including he 
respective pan of those charges. to be collected for his benefit in connection uith performance of he assi-ped 
activities. 

(5) When a concession on civil airpon for public use is granted by a tender. the decis~on pursuant to .&I. 
7 of the Concessions Act may foresee a prequalification procedure and establish the prequali~ation criteria for 
candidates. 

(6) Consonia may also participate in the tender or auction for granting a concession on civil airpon for 
public use. ln case a concession candidate is a proprietor - foreign entity or a consonium - L>reign andlor local 
entities. and such a candidate is selected as a winning bidder in the tender or auction. the concession shall be 
granted to the company. registered under the Commercial Act. in which the foreign entity or consonium members 
have 100% equity. in a ratio defined in their consonium agreement. In such a case the concession conuact shall be 
signed with the newly established company. which shall be bound with the proposal of the uinning bidder of the 
tender or auction. 



(7) Upon conducting a tender with a prequalification pnxess. application of candidates plrsuant to An. 
12. Section I of the Concessions Act shall be also accompanied by documentation determined by the tender 
commission and Listed in the notification pursuant to An. I I .  Section 2 of the Concessions Act. to prove 
compliance with the prequalification criteria. In those cases no proof of paid deposit sha I be attached to the 
application. Deposit for participation in the tender shall be paid only by candidates who n-ere admitted to 
submission of proposal. and pnwf of deposit payment shall be submitted together with the ?roposal pursuant to 
An. 15. Section 1 of the Concessions Act. Proposals. which are not accompanied by p m f  of deposit pa)ment. 
shall not be reviewed. 

(8) In the cases pursuant to Section 5. the Tender Commission shall. in its decision pursuant to .4n. 14. 
Section I of the Concessions Act. determine the candidates who meet the prequalificarion criteria and have the 
right to submit proposals pursuant to An. 15 of the Concessions Act. 

(9)  Upon conducting a tender with a prequalification pnxess. the tender commiss~on shall. In its 
decision pursuant to An. 11. Section 3 of the Concessions Act. determine the pan of the tender documentation 
which is to be provided to all candidates. and the pan of it. which is to be provided to pre-qualified candidates 
only. as well as the terms and conditions for delivery to candidates. 

(10) Upon conducting a tender. the tender commission may request and receiv: additional n~inen  
clarifications on proposals of one or more candidates by listing the questions in witins and specify same 
deadline to all candidates for submission of clarifications. Responses by candidates shall hecome pan of their 
proposals. but may not comprise additions or amendments to submitted proposals". 

8 21. The following amendments and additions are made in An. U: 
1. In Section I.  at the end of the sentence. after the word "navigation" follows a comma and the new 

text "as well as the systems and facilities for senicing passengers. and technical suppon to aircrafts. loading and 
unloading of baggage and cargo": 

2. Section 3 changes as follows: 
"(3) The terms and conditions for cenification of operational fitness of airpons. irfields. nabigation 

systems and facilities. as well as the systems and facilities for semicing passengers. and :ethnical suppn to 
aircrafts. loading and unloading of baggage and cargo. as well as requirements to such type of sites. shall be 
established by a regulation issued by the Minister of Transpon and Communications." 

5 22. In Art. 46. Section 2. Par. 2. the phrase "consuuction and zoning plan" are replaced by "a detailed 
zoning plan". and the phrase 'Territorial Zoning and City Planning Act" is replaced b~ .rh: Temtorial Zoning 
Act". 

8 23. A new An. -%a is created: 
An. 46a. The Minister of Transpon and Communications. in coordination with ihe Minister of regional 

Development and Public Works. shall issue a Regulation to establ~sh the content of the spxialized map and the 
Register. which is to be created on the basis of dam punuant to An. 32. Section I .  Par. I of the Cadastre and 
Pmpeny Register Act and the terms and conditions for their creation and maintenance. 

5 24. The following changes and additions are made in An. 47: 
I .  A new, Section 5 is created: 
(5) Cost incurred for of removal of impediments pursuant to Section 3 shall be made at h e  account of the 
entity who breached the la, while cost in case of construction of a new airpon or expansion of existing 
airpon shall be at the account of the airpon operator. 
2. Current Section 5 becomes Section 6. 
8 25. The following amendments are made in An. J8a: 

1. In Section 3. Par. 3 the phrase "operators of airpon activities" are replacd by -ground handling 
operators": 

2. In Section J the phrase "airpon company" is replaced by "airpon operator.'. 

8 26. An. J8b changes as follows: 
An. 18b. At the territory of an airpon for public use. commercial activities shall be performed by airpon 

operators or ground handling operators". 

8 27. An. J8c changes as follows: 



"An. 486. (I). The civil airpon management and operations. pursuant to An. 43. Section 2. Par. I and 2. 
shall be performed by commercial entities registered under the Commercial Act. which ha\-e obuined a license 
as an airport operator. 

(2) The airpon operator shall provide access. at equal conditions. to any aircraft. which has been _granted 
permission to carry out a flight. 

(3) The airpon operator shall receive and service aircdts. which are in a state of emergency. as well as 
state-owned aircrafts. 

(4) The CAA shall oversee the performance of the obligations pursuant Secuon 2 and 3. 
(5) Un case of persistent breach of obligations. and in connection uith prevention and remedies of 

damages caused by such breaches. the CAA shall. as a compelling administrative me;sure. terminate the 
activities of the airpon operator related to airport management and exploitation. 

( 6 )  The terms and conditions for granting a license pursuant to Section I shall x determined hx a 
regulation. issued by the Minister of Transport and Communications". 

5 28. An. J8d changes as follows: 
"An. 48r. ( 1 )  The license of an airpon operator shall cenif) that the orgaiization. equipment. 

technologies and personnel of the licensed person meet the standards and requirements for safe and highquality 
maintenance of the operational fitness of the airpon. 

(2) The license of an airpon operator shall be issued on condition that: 
1. the airpon has obtained an operational fitness certificate: 
2. the person has submitted proof of financial stability: 
3. the personnel of this person has the required qualificadon. professional expertise and experience in 

order to perform the activity: 
4. the organization. equipment and technologies enable the penon to meet the es~ahlished standards and 

procedures for pmvision of flight safety and security at the respective airpon: 
5. the person has a manual for management and exploitation of the respective airpon. wh~ch is approved 

by the CAA. 
(3) In the cases when. the applicant for an airpon operator's license is not a wle proprietor. with a state 

property. or a state-owned company under the definition of An. 62. Section 3 of the Commerc al .Act. prior to issuing the 
license. a decision shall be made to award a concession under the terms and conditions of the Concessions .Act. 

(4) The decision for granting a concession pursuant to An. 7. Par. 10 of the Conces;ions .Act shall also specify 
the requirements pursuant to Section 2. and the concessionaire determined by the CoM shall also obtain a license as an 
airport operator. 

9 29. An. 48e changes as follows: 
An. 48e. ( I )  A ground handling operator's license shall be issued in case the ap~licant meets the following 

requirements: 
I .  the personnel of this person has the required qualification. professional expenise and experience in 

order to perform the activity; 
2. the applicant has submitted proof of financial stability: 
3. the applicant has established organization. equipment and technologies which enable the penon to 

meet the currently valid standards and procedures for provision of flight safety and security at h e  respecrive 
airpon: 

4. the applicant has a manual for management and exploitation of the respective alrpon in place. which 
is approved by the CAA. 

(3) Ground handling license is to be issued for each of the following activities: 
I .  ground handling administration and monitoring (supervision): 
2. sen~cing passengers: 
3. baggage handling: 
4. cargo and mail handling: 
5. apron senice to aircrafts: 
6. senice to aircrafts: 
7. fuelling and lubricant senice; 
8. technical support to aircrafts: 
9. flight operations and crew administration: 



10. ground bansponation: 
I I .  board catering service. 

(3) Any person. who has obtained a gmund handling license. shall have access right to the g m n d  
handling market at a given airpon for public use. 

(4) At an airpon with 2 million passengers per year. or annual cargo turnover exceeding 
50.000 tons. the number of operators. who have obtained g m n d  handling licenses and uho provide to third 
parties senices related to baggage handling. cargo and mail handling. apron service to aircrafts. fuelling and 
lubricant senice to aircrafts. may not be less than two for each one of those acdxities. unless no other senice 
suppliers submit an application. 

(5) In case gmund handling operators pursuant to Section 4 are two or more. ther at least one of them 
should not be directly or indirectly controlled by: 

1. the airpon operator 
2. an air carrier. which has more that 25 % of the passengers or cargo marlicy of a gixen airport 

throughout the year. preceding the selection: 
3. a body. controlling or conuolled either directly or indirectly by the airpon operator or the air carrier. 
(6) At an airpon with annual passenger flow exceeding I million passengers or uilh a cargo NmOVer of 

more than 25.000 tons. the right for self-handling baggage. cargo and mail. apron servicc 10 aircdts. fuelling 
and lubricant senice to aircrafts. shall be granted to at least two aviation operators unlesi no other candidates 
are in place. Only one aviation operator shall have the self-handling right below the above thresholds (limits,. 

(7)  Upon a proposal by the airpon operator. the CAA. may: 
I .  limit the number of operators. who provide ground handling to third persons and render one or more 

services different to those provisioned in Section 2. as limitations pursuant to Section 5 shall apply to the 
operator: 

2. pant  the right to render one or more services pursuant to Section 4 to onl? one operator which 
provides ground handling services to third persons: 

3. limit the number of self-handling aviation operators. which render services other than those ltsted in 
Section 6: 

4. prohibit self-handling or grant self-handling right to only one aviation operator of h e  activities 
pursuant to Section 6. 

(8) Limitations pursuant to Section 7 may be imposed in case of insufficient technolmal  space or 
capacity of a given airpon. caused by overloaded space and congestion. 

(9) Limitations pursuant to Section 7. Par. I may be imposed for a penod not exceeding 2 ?ears. 
whereas limitations pursuant to Section 8. Par. 2 .3  and 4 - for a period not exceeding ? yean. 

(10) The CAA. upon a proposal of the airpon operator. may once extend by 2 yezrs the validity period 
of the limitations pursuant to Section 7. Par. I .  

(1 I )  Regardless of passenger flow or cargo flow at the airpon. and the imposed limitations ~resuictions). 
the airpon operator shall perform the ground handling activities. which are subject to the g m n d  handling 
license he has obtained. 

(12) The Minister of Transpon and Communications shall issue a re_eulation to e5tablish the terms and 
conditions for provision of access to the ?round handling market. The regulation shall eslablish h e  vrms and 
conditions for -mantine gmund handling license. define ground handling activities. as well as the terms and 
conditions. under which access limitations may be imposed. 

(13) On condition that it uill not hamper the operations designated for the entire or technolmally 
separated pan of the civil airpon for public use which is public state property. in coordination uirh the C . U  the 
airpon operator may render. on the airpon territory. or permit to render such senices. which are compliant uith 
the commercial activities of the companies. whose location at the airpon is justified by thelr c o n d o n  uith the 
traffic or traffic volume, which they create or by the senices they render to clients". 

8 30. A new Section 3 is created in An. 49: 
"(3) In the air bansport. besides the International System tSI) measurement units. the measurements fool. 

nautical mile and knot may be used. as well as their derivatives". 
8 31. In An. 50. Section 2. the phrase "aviation operatoi' is replaced by "air carrier". 
8 32. New Par. 9, 10. 1 l and 12 are created in An. 53. Section 2: 
'9. air traffic senice: 
10. air navigation information service: 
1 I .  meteorological senice: 

/ 
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12. metrological service". 
5 33. A new Section 3 is created in An. 59: 
"(3) Throwing items and cargo off aircrafts shall be permitted in case emergency aid is provided to 

inhabitants during natural disasters. wrecks. indusuial accidents and upon deliver?- of emeqency aid to passengers who 
have survived aviation accidents. only with a prior coordination with the CAA. 

5 34. The following changes and additions are made in Art. 60: 
1. Current text becomes Section I and after the word '~racks" follows the new test 'and over inhabited areas". 
2. A new Section 2 is created: 
"(2) Parachute jumps throwing cargo with parachute off aircrafts shall be permitted in case emeqency aid is 

provided to inhabitants during natural disasters. wrecks. indusuial accidents and upon deliver?- of emeqency aid to 
passengers who have sunived aviation accidents. only with a prior coordination w-ih the CAA". 

5 35. In An. 61. Section -I changes as follows: 
"(1) Air carriers shall be enterprises which perform air navigation operations. as the? shall be holders of 

aviation operator certificates and license for the respective activity. in the cases such a license is oquirpd". 
5 36. An. 61a changes as follows: 
"An. 61a ( 1 )  Any air carrier shall have a registered capital of not less than BGN 1fQ.000. 
(2) Aviation operations license of any Bulgarian air carrier shall be issued only in c m :  
1. the air carrier is registered as an enterprise or was established by an act of h c  CoM in order to perform 

special-purpose flights: 
2. air carrier's core business is air transport. independent or together with other t)pe of exploitation of 

aircrafts or repairs and technical suppon (service) to aircrafts: 
3. the air carrier presents a viable business plan to support its operations: 
1. the air carrier has ob~ained an aviation operator's license. 

(3) Air carriers shall buy insurance to cover: 

I .  their aviation personnel against accidents and 

2. their liability: 

a) their passengers for cases of accidents: 

6 )  cases of missing or damaged baggage. cargo and mail: 
8) third panies. 

(4) Aviation operators shall buy insurance for their a\iation personnel to cover accidents and third pan) 
liability. 

( 5 )  The covered risks. exceptions from coverage and minimum insurance coverage amount of the insurance 
policy pursuant to Section 3 and Section -I shall be established in a regulation issued by the Minister of Transport and 
Communications. 

(6) Monopoly of an air carrier shall not be permitted for regular flights. unless otheruise provisioned by an 
international agreement. on which the Republic of Bulgaria is a contractual pany. In case .m international qreement 
contains provisions for only one Bulgarian air carrier. assignment of an air carrier (bearer of the national flag) on regular 
and irregular international flights shall be made by the Minister of uansport and Communicaticms by direct conuact or by 
tender procedure. 

(7) In case a carrier ceases to meet the conditions for obtaining a license or breaches h e  requirements for 
provision of information for the purpose of financial stability assessment. or over a 12-month pried fails to M ongoing 
or potential obligations. the head of the CAA shall impose a validity hold or shall suspend the license. or shall issue a 
temporary license until the financial stability of the carrier is recovered. on condition that nigh1 safe~y is not jeopardized. 

(8)  The head of the CAA shall suspend the license of a carrier. which was declarxl insolvent or u n d e ~ o ~ n g  
liquidation. 

(9) The head of the CAA shall issue a tempomy license to a carrier. which undergoes insolvency procedure. 
for the period of approval and implementation of a rehabilitation plan. and on condition that flight safety is not 
jeopardized and there is a possibility for rehabilitation of the enterprise. 

(10) The head of the CAA shall impose a validity hold on or suspend the licens: of an)- air carrier. whose 
aviation operator's certificate has been respectively terminated or suspended". 

5 37. An. 70 changes as follows: 
"An. 70. ( 1 )  In case an air carrier denies board access to a passenger of an aircraft which performs a regular 

flight. and the passenger has a valid ticket with confirmed resen-ation for the flight. and such a passenger has shown up 
for checking of ticket and baggage at a time requested by the carrier. such a passenger has the right to: 
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I .  terminate the uip with a full refund of ticket cost for the unused pan of the uip or 
2. obtain a changed route to the final destination point at the first possible option on the same day or 
3. obtain a changed route for another date at passenger's convenience. 
(2) In addition to the right subject to Section I.  the passenger shall have the right to a compensation 

depending on the flight duration the destination airport. to the amount not exceeding the ticktq price for this flight. The 
compensation shall be paid by the air carrier. 

(3) In addition to the compensation subject to Section 2. the air carrier shall cover ckily expenses and provide 
the passenger assistance to the destination airpon. 

(4) The provisions of Section I shall also apply in case of flight delaks of a carrier. Dela) shall be in place. in 
case a carrier has not provided launch of passenger's uip up to 2 hours from the flight time arnounced in the ticket - for 
flights up to 3 500 km. and up to 4 hours -for flights over 3 500 km. 

(51 The provisions of this Anicle shall also apply in case of cancelled flight. u \ e  far the cases pm\~isioned in 
Art. 69. Section I.  as well as other force majeure cases. 

(6) Any air carrier shall not be liable for compensations in case a passenger m\els im of chaqe. 
(7) Any air carrier may deny transport to a passenger. free fmm the compensation liability pursuant to this 

Article. due to irregularity of passenger's personal papers and documents required by the statc of transit and the state of 
destination airpon. 

(8) The air carrier shall provide a return. of a person who was not admined by the ~mmigration authorities. to 
the source airport. with the first possible return flight. at the carrier's account. " 

3 38. An. 70a is abolished. 
3 39. An. 77 is abolished. 
3 40. A new An. 119a is created: 
"Art.lI9a. Parachute jumps and flights performed as a spon shall be camed out in ?ones established b) the 

CAA. 
3 41. A new An. 119b is created: 
"An. I 19b. ( I  ) Training of athletes who practice air spons. as well as sport-purpo>e flights beyond the scope 

of Minisuy of Defense or Ministry of interior. shall be delivered by persons registered under the Commercial .Act or 
under the Non-Profit Legal Entities Act. in order to carry out public service in the air spons fiel~i. 

(2) Training shall be delivered under ~ l e s  developed by the persons subject to Sec:ion I and approved by the 
CAA. 

6 42. A new An. I 1% is created: 
"An. 119c. Persons who organize spon tournaments in the air sports field and persons u-ho deliver such 

tournaments shall secure safe conditions for the aforementioned activities. as well as third persons' d a y  conditions". 
3 43. A new An. I 19d is created: 
"An. 119d. Persons who carry out air-sport activities shall buy insurance coverage of the aircraft seats. as well 

as the aviation personnel and accident liability coverage of athletes and third parties". 
6 44. The following amendments and additions are made in An. 120: 

I .  In Section 1. the phrase "the airport administration collects" is replaced bl- "airpon ichargesl are collected": 
2. The following amendments and additions are made in Section 4: 

a) after the phrase "senicing" follows the new phrase "and implemenlation of procedures" 
b) Par. 2 changes as follows: 
"2. Granting licenses to airpon and ground handling operators. 
c) In Par. 8 the word "licenses" is replaced by "certificates": 
d) NewPar. 13, 14. 15. 16. 17. 18. 19.20.21and22arecreated: 
"13. granting operational fitness certificates for the sy~tems and facilities designed :o handle passengers. 

handle and support aircrafts, load and unload luggage. cargo and mail: 
14. issuing of permanent passes for security zones of civil airpons for public use and identifmrion cards 

to employees and vehicles: 
15. issuing ablation carrier's licenses: 
16. issuing of certificates for aviation noise to an aircraft: 
17. issuing of certificates for pollution level of a\iation engines: 
18. issuing of certificates for operational fitness to newly i n d u c e d  aircrafts or new-1)- produced 

aviation equipment: 
19. issuing of export certificates for operational fitness to aircrafu: 
20. issuing of standard-type certificates for operational fitness to aircrafts 
21. recognition of licenses. certificates and proofs by issuing a document verifying recognition: 



I 
22. legalization (registration) of licenses. certificates and proofs. 
7. New Sections 5 and 6 are created: 
" ( 5 )  Airport charges pursuant to Section I shall be collected : 

I .  by the Civil Aviation Administration. if not otherwise foreseen in  a concession contact or international 
agreement. ratified and enacted by the Republic of Bulgaria: 

i 2. by the concessionaire -under the terms and conditions determined in the CoM decision for granting a concession 
and the concession contract. when a concession is granted of a civil airpon for public use: 

3. in the case of an international agreement ratified and enacted by the Republic of Bulgaria - under the conditions 
of such agreement. 

(6)  in the cases pursuant to Section 5. Par. 2. the concessionaire may be granted the right to collect for 
his benefit full or certain part of the charges up to the amount determined in the Regulation prsuant to .Art. I2T. 

4. Current Section 5 becomes Section 7. 

5 45. Art. 122 changes as follows: 
"An. 122. ( I )  The CoM. upon a proposal by the Minister of Transpon and Communications. in 

coordination with the Minister of Finance. shall determine a tariff of charge rates pursuant to .4n. 120. Section 
4. and the procedure and cases when charges are collected. 

(2) The Minister of Transport and Communications. upon a proposal by the CA.4 and in coordination 
with the Minister of Finance shall issue a regulation to establish airport charge rates pursuar~t .a. 120. Section I 
and mad tolls pursuant to Art. 120. Section 2. as well as the terms and conditions applicable for charge 
collection". 

3 46. The following amendments and additions are made in An. 113:  
I .  In Section 3: 

a) in Par. 9 the words "Par. 12" are struck: 
b) a new Par. LO is created: 
10. payments of Third Pany Liability Insurance premiums to third parties: 

2. A new Section 5 is created: 
" ( 5 )  In case aviation operators or aircraft ownen owe road tolls payable pursuant to .a. 120. Section 2. 

the state owned company Air Trafic Cor~trol may request from the CAA to reject a request for fli_eht permission 
in the air space of the country". 

9 47. Art. l22b is abolished. 
9 48. The following amendments and additions are made to An. 1 2 :  

I .  In Section I .  after the phrase "Ministry of Transpon and Communications" follows a comma and h e  new test 
"save for the cases when otherwise provisioned in an international agreement or a concession is -manted for 
a civil airpon for public use and the CoM decision pursuant to Art. 7 and the concessio? convdct provisions 
otherwise": 

2. In Section 2. Par. I .  after the phrase "punuant to Art. 120. Section I "  follows a comna and lhe new vsr 
"collected by the Civil Aviation Administration. whereas in the cases when otherui~e provisioned in an 
international agreement or concession contract- under the terms specified in that ageenlent-: 

3. In Section 3. Par. 3. after the phrase "pursuant to Art. J8a. Section 3. Par. I"  follows th: neu- test -while in 
case a concession is granted for a civil airpon for public use - as stipulated in the CoM decision pursuant to 
An. 7 of the Concessions Act and the concession conuact": 

4. A new Section 5 is created: 
"(5) Financing of senices related to flight safety and security. consuuction. maintenance. devzlopmcnt 

and operational cost of civil airpons for public use for which a concession is issued. and thc concessionaire was 
granted the right to collect for his benefit full or certain pan of the charges pursuant to An. 120. Section I.  shall 
be provided under the terms and conditions set in the CoM decision pursuant to An. 7 of the Soncessions Act and 
the concession contract". 

9 49. Art. l22d changes as follows: 
"Art. 122d. An airpon operator. who performs functions of an airpon adminisua~ion. financed by the 

airport charges pursuant to An. 120. Section I.  shall prepare and submit for coordination ta the C.L4 a plan for 
required cost of loan repayment. for investment cost of infrastructure development and operational cost for 
airpon administration". 
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5 50. The tide of Chapter XI1 changes as follows: "Chapter Twelve. Aircraft Acc~dents. Search and Rescue 
Operations". 

5 51. Art. 139 changes as follows: 
"An. 139. (1) The Air Traffic Control (ATC) which has received a notification for or is aware of a condition 

of a jeopardy to or a disaster related to an aircraft. as well as upon aviation accident shall immediately norif!: 
I .  the search and rescue team and the emergency and disaster rescue teams in the respective region: 
2. the CAA": 
3. the Minisq- of Transpon and Communications: 
1. the specialized unit subject to An. 166. 
(2) Crew members of the aircraft in emergency condition shall notif! the ATC. as well as the authorities 

pursuant to Section I.  if in a condition to do so. 
(3)  In case an aviation emergency. serious accident or accident occur. the aviation cpxators. airpon operators 

and ground handling operators registered in the Republic of Bulgaria shall notif! the authorities suhject to Section I". 
5 52. The following changes and additions are made in An.: 
1. New Sections 3 and 1 are created: 
"(3) Emergency and rescue operations on the airpon territory and in the 5-hlometer parameter of the Control 

Point of the airpon shall be managed by an airpon emergency center. 
(1) Emergency and rescue operations related to an airpon emergency be~ond the area subject to Section 3 

shall be managed by the Situation Center of the MoTC". 
2. Current Section 3 becomes Section 5. 
3. Current Section 1 becomes Section 6 and the phrase "suppon to flights at the a i r~on  area are established is 

replaced by "and medi-care suppon to flights at the airpon area shall be established in a regulat on. issued b )  the hlinister 
of Transpon and Communications'.. 

1. Current Section 5 becomes Section 7 and after the word "communicatiors.' follows the new vst 
"coordinated with". 

5. Current Section 6 becomes Section 8. 
5 53. An. 112 changes as follows: 
"An. 112. ( I )  lnvestigation of an aviation accident or serious accident on the territory of rhe Republ~c of 

Bulgaria shall be carried out by a commission. assigned by an Order of the Minister of Transpon and Commun~catrons. 
(2) The commission's work shall be coordinated by the specialized unit pursuant to .Am 166. 
(3) The terms and conditions for organization and carrying out investigations of a\iation emergencies and 

serious accidents shall be established in a regulation issued by the Minister of Transpon and Communications. 
(1) In case of aviation emergency which has occurred in the air space beyond the jl~risdiction of h Republic 

of Bulgaria. with an aircraft which is registered in the register of the Republic of Bulgaria. the hlinister of Transpon and 
Communications shall appoint one or more authorized representatives to participate in the investigation in ihe state where 
the event has occurred. 

(5) Establishment of guilt and degree of guilt or liability shall not be subject to the i.lvestigation process". 
5 54. The following changes and additions are made in An. 113. Secdon I :  
1. Par. 3 changes as follows: 
"3. manages or is involved in the management. handling. suppon to an aircraft cw handling of pasxnges. 

without having obtained a license. as well as persons. who issue and order for it or allow it to happen": 
2. Ln Par. 1 the phrase "handling flight conmls of an aircraft" is replaced by "handling flight conmls of an 

aircraft. provision of senice and suppon to an aircraft or in senice to passengers ": 
3.NewPar. I l .  l2and 13arecreated: 
"I  I .  does not. at equal conditions. provide access of aircraft which has received permission to can) MI a 

flight: 
12. refuses to receive and senice an aircraft in a state of emergency. or a state-ountd aimaft: 
13. carries out operations in violation of An. 6 .  
5 55. In An. IU. Par. 7. the phrase "established by the airpon administration" are s:ruck. 
5 56. A new An. IUa  is created: 
"An.lUa. Any person who. fails to implement n-ritten prescriptions or follow orders b) the comperent 

authorities pursuant to this Act. shall be subject to a fine or pecuniary sanction amounting to BGN 2000 to 100.000". 
5 57. A new An. 117a is created: 
"Art. 117a. Any legal entity's violation under the provisions of An. 1-13, IU. 115. 146. 117. Section i shall 

be subject to a pecuniary sanction. whose size shall be equivalent to the fine applicable to the respective \iolation". 
5 58. The following changes and additions are made in  the Additional Provisions: 
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I. In g 3: 
a) Par. 1 changes as follows: 
"I."An aviation operator" shall mean a person registered under the Commercial Act or under h e  Non-Profit 

Legal Entities Act who is holder of aviation operator certificate. which cenifies that the operator is professionally fit and 
has established an organization designed to secure the safe exploitation of aircrafts in carrying out the air navigation 
operations listed in the cenificate": 

6) Par. 2 changes as follows: 
2. "Aviation emeyency" shall be an event related to aircraft use. which has occ~rred from the moment a 

physical person boards on the aircrafi with the intention to fly. up to the moment when all phyiical persons have left the 
board of the aircraft. or during which the following has occurred: 

a) death. or heavy or averase degree of injury as a result of being on the board of rhe aircraft: direct contact 
with pan of the aircraft. including with a pan dropped from the aircrah: direct effect from the j-t of the engines. u \ e  for 
the cases when. death or injury has occurred as a result of natural causes. or self-injury. or injur: caused b) other persons. 
or when persons injured were passengers without tickets who were hidden in places u hich are usuall? not used by ttK 
crew or passengers: 

b) the aircraft has experienced damage tsystem failure) or break up tdisintegrat.on) of the aircraft body. 
during which the following has occurred: aggravation of aircraft body resistance. deterioration ,>f technical parameiers or 
flight control of the aircraft. which normally requires repairs or replacement of damaged components. save for the c a s e  of 
engine failure or damage. when only the engine is damaged. or its aemfoil. or only engine's eleclrical generator. propeller. 
wing edges. antennas. tires. breaks. or aerofoil or when there are small surface damages such as dents or holes: 

c)  the aircraft is missing and its whereabouts are unknown or access to it is impossible". 
d) Par. 10 changes as follows: 
"10. "Air navigation inspectoi' shall mean a person designated by the head of the CA.4. who has the right to 

control the implementation of this Act and the bylaws based on it. an to issue compulson prescriprions or acts (deeds) for 
any violations established": 

e) Par. 13 changes as follows: 
"13. "Airport" shall mean a specific part of the land or water surface (including all buildings. facilities and 

equipment). fully or partially designed for arrivals. departures and movements of aircrafts on *is surface and wnicing 
aircraft passengers. cargo and mail: 

O Par. 16 changes as follows: 
"16. "Airpon operatoi' shall mean an enterprise which is registered under h e  (:ommenrial Act. and is a 

holder of license for the management and exploitation activities of a civil airpon pursuant to An. 43. Section 2. Par. I nt 

2":. 
g) Par. 21 changes as follows: 
"21. "Ground handling operator.' shall mean an enterprise which is regislered under the Commercial .Act. and 

is a holder of a license for performing one or more ground handling activities. 
h) Par. 22 changes as follows: 
"22. "Designated carrier (bearer of the national flag)" shall mean an aviation operator. assigned by the 

Minister of Transpon and Communications. pursuant to bilateral or multilateral agreements for air communications. to 
exploit and carry out regular and irregular international flights for uansponing people. mail. bagage and a g o  b) air-: 

i) Par. 24 changes as follows: 
"24. "Ablation operations(activity) license" shall be an individual adminisuative act. which -mts  a right of 

an aviation operator to uanspon passengers. mail andlor c a q o  by air. as specified in the license. in exchange of 
remuneration or rent": 

j) New Par. 33.34.35.36.37.38.39.40.41 and 42 are created: 
33. "Unsafe zones" zones shall be parts of the air space with established size. within h e  boarders of which. 

the activities taking place at cenain periods involve hazard to aircraft flights: 
34. "Investigation" shall mean a process. carried out for the purpose of preventio.1 of aviation emqencies  

and involves information gathering and analy%is. preparation of conclusions. including estahlishrnent of masons and 
development of recommendations for provision of air navigation safety: 

35. .'Serious accident" shall mean an accident. where circumstances demonstrate that an aviation emeqency 
has nearly happened. The difference between an emergency and a serious accident is only in the :onsequences (the result): 

36. "Air carriei' shall mean an aviation operator with a valid license for aviation op:rations tacti\ity): 
37. "Civil air space" shall mean the air space over the territory of the Republic elf Bulgaria. including the 

territorial water and domestic waterways. save for the zones of the militap airpons and tempcraq designated zones of 
exclusive use by a given user. when such are activated. The civil air space includes the air space over the Black Sea. under 
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the jurisdiction of the Republic of Bulgaria pursuant to any regional agreement. as well as delegated air space of other 
countries pursuant to any international agreements": 

38. "Restricted zones" shall mean pans of the air space with established size o e r  the ground surface or 
territorial water of the country. within the boarders of which aircraft flights are prohibited": 

39. "Accident" shall mean any event. which is not an aviation emergency and is related to use of an aircraft. 
which has impact or may impact the air navigation safety and security:. 

40. "Airport charges" shall mean charges. established pursuant to the lnternatic-MI Cibil Air Navigation 
Convention. which cover the cost for provision of the required conditions and meeting the s t a ~ W  for safe and secure 
landing and parking of aircrafts. as well as costs for provision of service and security to passengers. who launch a trip 
from the airpon:. 

41. "Knot" shall mean a speed measurement. equal to one nautical mile per hour. 
42. "Nautical mile" shall mean a length measurement. equal to 1852 meters: 
43. "Foot" shall mean a length measurement. equal to 0.3048 meters". 
3. In $ 4 the phrase "Value Added Tax. excise tax. charges and customs charges for impon oi  gods." are 

replaced by "excise tax. charges. customs charges and Value Added Tax for chargeable ship men:^". 
B 59. Eveqwhere in this act. the phrase "the Minister of Agriculture. Forests and 4gricultural Reform" and 

"Minister of Agriculture. Forests and Agricultural Reform" are replaced by -'the hlinister of Agriculture and Forests" and 
"Minister of Agriculture and Forests". 

B 60. The following changes and amendments are made in the Classified 1n:'ormadon Protection .Act 
(published in the State Gazene # 45 12002): 

1. In Annex J& I to An. 25 "List of information categories subject to classificatio~~ as a state secret". Unit I 
"Information. Related to the Defense of the Counu)". at the end of the sentence follows the new text: "save for the data 
listed in Par. 18a. Par. 18b. Par. I&. Par. 18d. Par. 18e. Par. 18f. Par. 189. Par. 18h. Par. 1%. Par. 18k 11 Par. 181. related to 
information about air navigation safety in the coordinate system WGS-&I": 

2. In Annex #I to An. 25 "List of Categories of Information Subject to Classificatior~ as a Sure Sccret". Unit I 
"Information Related to the Defense of the Counu)". new Par. 18a. I8b. I&. I8d. 18e. 1 Sf. 188 l8h. 18i. 18k and 181 are 
created: 

"18a. Information about coordinates in the WGS-84 system. of the points on h e  region's boarders about 
flight information. of the points on the region's boarders of restricted zones. limited zones and unsafe zones (beyond the 
boarders of controlled region /zones). shall be published with a precision of up to I min tone mi lute latitude - peograph~c 
latituddlength ): 

18b. Information about coordinates in the system WGS-M. of points on the regioo's boarders of resuicted 
zones. limited zones and unsafe zones (on the boarders of controlled regions /zones). of the points on the region's boarders 
of controlled regiondzones. of the points of navigation devices on a route and of reference points. of the points of nailing. 
of the points on schemes for take-off an fly over. of impediments on the flight routes. of Lte reference point of the 
airporslbelicopter airports. shall be published with a precision of up to I s (one second - geographic latituddenpthl: 

18c. Information about coordinates in the WGS-84 system. of navipation of airpc.rWklicoper airpms. of 
impediments on the rectangular route (the circle) of an airportlhelicopter airpon. of major impedmeno approach and take- 
off area. of reference points of the final approach and other imponant reference points of the IF!? flight schemes. shall be 
published with a precision of up to 1/10 s (one tenth of a second -geographic latituddlength): 

18d. Information about coordinates in the WGS-84 system. of (runwavl thresholds for landing and lake-off. 
points of the laxiways' dividing line. aircraft stand points. setdngladjustment points for aimraft debices. geometric center 
points of touch and take-off area at a helicopter airpon. shall be published with a precision of 11100 s tone humid& of a 
second - geographic latituddlength): 

18e. Information about coordinates in the WGS-84 system and of eles-ation tabsolute elevation irelau\e 
elevation) of GPS g m n d  stations for navigation purposes. shall be published respectively nirh a precision of up to 111000 
s (one thousandth of a second -geographic latituddlength) and up to Ill0 m (one tenth of a meter): 

18f. Information about altitude (absolute altitude I relative altirude). of take-off and landing rhnsholds upon 
precise appmach. of the geometric center point for take-off at a helicopter airpon upon precise .~pproach. of geoide ware 
of WGS-84 at the take-off and landing threshold upon precise approach. of the geoide wave of WGSSl s)uem of the 
take-off zone at a helicopter airport upon a precise approach of the eeoide wave of WGS-84 s)stem at the touch zone of 
a helicopter airport upon precise approach and relative altitude for fl~ing over a threshold upon precise appcllach. shall be 
published with a precision of up to 0. 5 m (half a meter): 

18g. Information about the altitude (absolute altituddrelative altitudet of an airpon'helicopter airpon. of the 
geoide in the WGS-M system at the altitude point of an airponlhelicopter airport. of take-off and landing thresholds upon 
non-precise appmach. of the geometric center point of take-off zone of a helicopter airpon upon non-precise approach. of 

4f 



the geoide wave in the WGS-8-l system at the take-off and landing rhresholds upon non-precise approach. of the geoide 
wave in the WGS-84 system in the take-off zone of a helicopter airport upon non-precise approach. of the geoide Nave in 
the WGS-81 syxtem in the touch zone of a helicopter airpon upon non-precise approach. of the impediments in the 
approach and take-off regiodzone. of impediments to a flight on the rectangular mule (circle) and of the airpon 
helicopter airpon. shall be published with a precision of up to I m (one meter): 

18h.lnformation about altitude (absolute altitude 1 relative altitude) of impedimenu en the mute of flighis and 
of distance measurement equipment. shall be published with a precision of up lo 3 m (three meterr ): 

18i. Information about the angle and magnet angle. of nab-igation devices and airpons /helicopter airpons. 
shall be published with a precision of up to I degree (one degree). 

I8k. Information about length (distancdsize) of a take-off and landing runwa). of a touch zone at a helicopter 
airport. of take-off zone at a helicopter airpon. of final stop area and area available for landing shall be published with a 
precision of up to 1 m (one meter). 

181. Information about the distance between h3pcoeara clscreua of the ILS a d  tale-off and landing 
thresholds. between the ILS glide path take-off and landing thresholds measured on the di\iding line. between the ILS 
signal signs and take-off and landing thresholds. between the antenna of the distance measurement s>stem matching the 
ILS and the take+ff and landing thresholds on the dividing line. shall be published with a precision of up to 3 m cthm 
meters)". 

5 61. In the Act on Limitation of Adminisuative Regulation and Administrative Conml over Business 
Operations (State Gazette # 55 1 2003. amendments in X 59 1 2003). in the Annex to An. 9. Scctton I .  Par. 2 "List of 
commercial activities. for which a license regime may be establishd in Par. 35 rhe p h m  "airpon compn?" and 
"operator of an airport activity" are replaced respectively by "airpon operator" and "grwnd handling operator.. . 
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Talking Points for Minister 
Discussion Session in Bourgas 
July 2004 

1. W h y  concession the airports: 

Modernization of airport infrastructure and operations is essential to th? Bulgarian 
economy. Recent studies by Airport Council International (ACI) c~mfirm that 
underfunded and underperforming airports can reduce national and /or regional rates of 
GDP growth by as much as 2.13%. 

Significant investment in terminal and airfield infrastructure and airport equipment is 
urgently needed and external financing is necessary to undertake these in\.estments. 
Highforecasterf trnffc gron.tk mentrs nrore cnpitnl ir~~estnrettt reqrrirctl tloii.. 

= Over 200 million passengers travel through privately operated airports in Europe each 
year. Many of the other destinahons the Black Sea Coast competes with are sened bv 
airports under concession (Athens, Malta. Turkey, Cyprus pending. several airports in 
Italy, etc.). Likewise, most of the tourists \isiting Bulgaria are originatin); at airports 
operated by private sector. 

Concession will allow the State to realize its key objective: World Class Aimorts 
- immediate and significant capital investments without State guarantee; 
- best practices in airport operation, development and commercial growth; 
- maximize airports' contribution to regional development; - 
- maximize opportunities for job creation at the airports 

2. Recognition of Bourgas Airport and Region - Highest traffic growth rates in Bulgaria (one of the highest in Europe) m d  soon to 
overtake Varna in annual passenger traffic. 

= Airfield parameters make Bourgas Airport suitable for all ICAO code IE aircrafi (Vama 
is not). 

Airport location and weather conditions exceptional (better than Varna) 

Expansion of southern Black Sea Coast tourism development and regiaial economy 
excellent news for future of Bourgas Airport; (more tourism development ptential than 
northern Black Sea Coast). 

3. Protection of Labor under Concession Transaction 

= No chanre in emplovment status: per Concessions Act and Labor Code. all workers to 
transfer to concessionaire, who must abide by existing collective bargainin: agreements 
for not less than 1 year. 
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- Bidders in tender to be required to include social plan as part of their technizal proposal, 
which will become biding through the concession contract (# of workplaces, 1)-pes of 
benefits, training and development programs, etc.). 

= Continued traffic growth plus development of additional commercial senices and 
implementation of capital investment program h i l l  create additional jobs at the airports. 

- example: capital investments at Sofia airport linked to 500 workplaces; Bourgas can 
expect similar investment-related employtnent gains. 
- Reasonable estimate of 15".u increased emplovment near-term at the airport. 
dependent on traffic growth and other key determinants. 

4. Protecting Our Interests: 

Interests of all stakeholders (State, employees, local comm~mity, airlines, paswngers, tour 
operators) will be protected (by law and by contract): 

Prereqlrisites to Success: 
Concession will be implemented by world class, experienced, finantiallv secure 
international airport operating companies only. 

Competitive, open tender to select best concessionaire and to get the best technical and 
financial proposal for these airports and for Bulgaria. 

Idevendent Overation a d  Dmelonm~nt of ERch Aimort: 
= A q o r t  operating license separate and distinct for each airport; regulated bv CAA. 

24hour. full-time operation of each airport mandatory. regulation bv C k \  for senice 
standards and performance for each airport. 

- Development of investment program and master plan separate and distnct for each 
airport; heavy involvement by local authorities and CAA. 

Concessionaire Obli~ations to Ensure Success: - Concessionaire to p a t  significant performance bond to State, linked to capital 
investment and concession fee requirements. 

Concessionaire to carry liability insurance and indemnify State against all liability claims. 

* Airports subject to EU directives on ground handling competition 

State protections of its Vital Interests: 
State will own all airport infrashucture (existing and newly built) during concession 

Setting of airport infrastructure fees and charges directly by State. 

Concessionaire's profits to be regulated by State and spread-out over the duration of the 
concession contract. 
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State budget to receive annual concession fee based on gross revenues, as w.?ll as income 
taxes from concessionaire. 

No State guarantee on financing raised by the airports - commercial risk taken by 
concessionaire. 

In accordance with international practice, State wil l  closely monitor t h ~  areas of 
responsibility for safety and security delegated to the concessionaire. State \\ill also 
retain direct operational responsibility for certain areas of safetv and securik. 

Immediate penalty provisions in case of non-performance by concessionaire; State ability 
to cancel contract if necessary to protect State interests. 

State ability to temporarily resume direct operation of the airports in case c.f militav or 
national emergency (force rnajeure); all NATO requirements will be complied with in 
contract. 

W h y  Bundling of Bourgas and Varna Airports. 

Toptier international airport operators interested to develop airports m i t t  high traffic 
volumes and in locations of high potential; airport bundling will  make this concession 
opportunity more attractive to w~orld-class airport operating companies ( e a h  Bulgarian 
airport ranks outside the top 100 in Europe by traffic volume, and the airports on the sea 
coast together would only just reach top 100). 

Bundling will enable reduced costs (procurement, materials, development. etc.) and 
improve coordination between the two airports; this will better position Bulgaria to 
compete for passengers with other tourism destinations (Greece, Turkey, Spain, etc.), 
growing the overall Bulgarian tourism market. 

Tour operators and airlines will still control the flow of passengers to each of the airports. 
largely determining traffic growth for each airport. 

Monopoly power will not be present; such concerns m i l l  be checked by the contract. by 
law and by the State as owner and regulator of the airports. 
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THE REPUBLIC OF BULGARIA 
COUNCIL OF MINISTERS 

DECISION U 617 

For awarding a concession d 
civil  atport forpublic use Bourgas and civil airpor( jorpublic use lama 

- PuMic star propert! 

Punuant to Art. 4. Par. 6. .-\n. 6. Section I and .-\n. 7. Section I of the Concessims .\a. in 
connection with . A n  43b of the Civil Aviation ,Act 

THE COUNCIL OF MINISTERS DECIDED THE FOLLOIhING: 

I .  Awards a concession whose subject is a special right to use the following sites uhich 
public state property: 

1.1. Civil oirponfor public llrr 611urgas. including: 

1.1 .I. tenitor). with toral footage of 2 551 475 square meten. including land propen) as 
follows: real estate property # 07079.690.001: # 07079.690017; 11 07079.690C27 and (1 

07079.690.028. situated in the domicile of the city of Bourgas - Sarafovo quaner. and real estate 
property # 57491.?60.001 and # 57491.360.003. situated in the domicile of the low-n (4  Pomaie. 
Bourgas District. as per the Cadastre Map and Cadastre Registers appmved with Order (1 .W2-1 of 
January 7. 2004 by the Executive Director of the Cadastre Agenc! dated J a n u q  7. 2XU. which 
comprise an integd pan of the tender documentation: 

1.1.2. buildings situated on the tenain specified in item 1.1.1. described in delai:s in Public 
S w  Property Deeds # 2789. # 2790. # 2791. # 2792 and # 2793 dated December I?. 2001. i M d  by 
the Bourgas District Governor: 

1.1 3 .  facilities. equipment. accompanying infrasmcture and accessaies. specified II the wnder 
documentation: 

I .  1.4. the subject of concession does not include public state pioperr) sites uhich are under tk 
custody of the state-owned company Air Traffic Conml-Sofia. and are specified in dte tender 
documentation: 

1.2. ciril uirpon fur public usr Vomu. including- 

1.2.1. a territory ~ i t h  total fawage of 2 2% 533 square meters. including. land popen? as 
follows: urban-type land property "Fueling Warehouse". Iwated in Industrial Zone "Tcpoli- a~ h e  
city of Varna with footage. borders and neighbors detailed i n  Public Sute FVopeny Deed 41.10 bred 
January 30. 2003. issued by the Varna District Governor and pmpem # 00182 .W.0:2: # 00181 
307.027 and # 00182 307.028. situared in the domicile of Aksakovo village. ;Uisako%o m~lnlapalit? - 
Varna district. and propeny # 97662 193.001 and 1 97662 214.01 1.  situated in the Jomicile of 
Vladislavovo quaner. Vama municipality. as per the Cadastre Map and Cadastre Registers appro\& 
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with Order # 300-5-1 1 dated February 9. 2001 by the Executive Director of the Cadastre  gem->^. 
which comprise an integral pan of the tender documenlation: 

1 .I.?. buildings situated on the tenain specified in item I . 2  I .. with fmcage. torders and 
neighbors detailed in Public State Roperty Deeds # 4133 and # 41 Y dated J a n u a ~  22. 303.  # 4139 
dated January 29. 2003. # 4140 dated January 30. 2003. # 5044 dated F e b ~ v  12. 2001. issued by 
the Vama District Governor: 

1.2.3. facilities. equipment. accompany-ing infrastructure and accessories. specified in the tender 
documentation: 

1 .?..I. the subject of concession does n a  include public state propen? sites whish ar: under the 
custody o f  the state-owned company Air Traffic Control-Sofia. and are spxified in the tender 
documentation: 

1.3. The concession specified in item I also includes the buildings and facilities. whish are to 
be built by the Concessionaire. at his own expense and in compliance with an endorsd detailed 
zoning plan: 

1 .J. The scope of this concession may be expanded by a decision of the Ccuncil of Xlinisren. In 
compliance with extension plans for a respective civil airport included in an endorred detailed zoning 
plan. 

2. Determines the concession term to 35 years. 

3. The winning bidder shall be determined by a non-anendance tender. The tender shal l  be 
carried out within 8 months from publication of the Decision in the State Gazene. 

3.1. Determines the following additional criteria for admission of bidders. as thrw critena 
should be simultaneously met: 

3.1.1. Bidder's or consonium member's experience. over the last five ~ a r s .  in the oprrations 
and management of: 

3.1.1.1. at least m-o airpons. each with not less than 2 000 000 passengers per !ear 

3.1.1.2. at least one airport with passengers in excess of 5 000 000 per year: 

3.1.1.3. airpons in at least two different countries: 

3.1.1. successful implementation of airpon investment p r o p s  in excess of I(@ 000 aD 
Eums over the last five years by bidder or consonium member: 

3.1.3. bidder's. respectively each consortium member's financial soundness. p m t m  uilh a 
long-term investment rating by an internationally acknowledged rating agency or with a letter b? their 
banker. 

3.2. Determines the following criteria fa  selection of a Concessionaire: 

3.2.1. Investment pmposal. with 40 per cent relative weight. including investment pmgam. 
plan fa its financing and assessment of financial impact of investments over users: 

3.2.2. Business proposal. wifh 30 per cent relative weight. including the follouing 
components: social: operations and maintenance: safety and securit)-: envimnmenlal procectioo: 
organization and management. commercial. and transition plan: 

3.2.3. Concession fee proposal. with 30 per cent relative weight; 

3.2.4. the assessment method by h e  individual criteria shal l  be set in b e  teada 
documentation. 

4. Determines the size of a deposit to be made for participation in the tender to cht amount of 
300 000 Euros. payable by admined bidders before the deadline for submission of proposals. to rhe 
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bank account of the Minisay of Transport and Communications. whose details are spetified in the 
tender documentation.. 

5. Determines the key rights and obligations under the concession. as follows: 

5.1. Key n&ts of the Concessionaire: 

5.1.1. to use the subjects of concession for the purpose of management and -.tions of the 
civil airporn for public use. as well as to provide ground handling services. 

5.1.2. to collect for his benefit the full amount of charps pursuant to .\n. 110 Serion I of the 
Civil Aviation Act: 

5.1.3. to request and receive the assistance required from the Principal f a  the purpose of 
exercising the rights assigned to him and inform the Principal in case his ri&ts under the conrvssion 
contract are violated by third parries. under terms and conditions set in the ~mncession contract: 

5.1.4. to receive from the Minister of Transport and Communications certified i.wies of the 
required available technical. financial. project (implementation) and other documentation related to 
the a i m '  operations and the construction works de l i xed  pnor to the effective Jate o f  the 
concession contract: 

5.1.5. to receive. punuant to the provisions of the concession contract. a compenwtion f a  the 
improvements in the subject of the concession delivered with the prior consent of the hlinister of 
Transport and Communications. 

5.2. Key obligations of the Concessionaire: 

5.2.1 to perform all functions of an airpon administration at each of the sites specified in item 
I. pursuant to the M. Ula. Section 3 of the Ci \ i l  htiation .Act and the concession conera-t 

5.2.2. to comply with the regulatay requirements for obtaining airpcm operata's licenses and 
ground handling operator's licenses f a  the activities under .\n. 4Se. Section 3. Par. 3. J 5 and 7 of 
the Civil Aviation Act and perform those activities at each of the sites specified in item I until the 
concession expiration date: 

5.2.3. to deliver investments. specified individually for each of the sites listed in item I. as per 
the investment program pro\isioned in item 3.2.1 - i n t e p l  pan if the concession m m c t .  =hik 
meeting the deadlines set in the contract and maintain. fa  the lifetime of the concession. categories 
not lower than those conesponding to the classifications and recommendations of the 11tcrnatioaal 
Civil Aviation Organization and the international Aviation Transpon .+,sociation as follou s. 

5.2.3.1. for civil airpon for public rue Bourgus - airpcm category - JE: FdRescu- opaanws 
category - 8; passengef service level - C: 

5.2.3.2. for civil airpon for public use V a m  - airpon category - 4D: Fire/Rescw openoons 
category - 8: passenger senice level - C: 

5.2.4. to secure year-round. 24 hours per day operations of the sites listed in item I. fa  h e  
purpose they are designed - civil airports f a  public use. which s u m  intemationai ar d domestic 
transport. as per the legislation in force: 

5.2.5. on the basis of the investment p m p m  under item 5.2.3. to develop and subnut fa 
approval to the Minister of Transport and Communications annual investment p-ognms f a  the 
subjects of concession. uithin deadlines set in the concession contract: 

5.2.6 to pay to the Principal a concession fee pursuant to item 8.under tenns anc cooditioos 
set in the concession contract: 

5.2.7. to use the subjects of concession as a good merchant. In compliance ui th the laus ofthe 
Republic of Bulgaria: 
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5.2.8. to procure. at his own expense. the development and whenever required iht update of. 
and submit for coordination to the Minister of Transpa? and Communications. individual htaner 
Plans and detailed zoning plans for the subjects listed in item 1 as well as any design. technical. 
financial and oher documentation required f a  the development of civil airpon f i r  publii urr 
Boar~as and ci~.i lairpon forpublic cur hnw.  nithin the deadlines set in he concession contract 

5.2.9. to facilitate prior coordination with and obtain appro\-al by the M~nisler c,f Transpat 
and Communications for delivery of any improvements in the subjects of concession. whish arr nor 
foreseen in the investment program under item 5.2.3: 

5.2.10. to. at any time. facilitate access to the subjects of con~mssion and prciidc to the 
Minister of Transpon and Communications or his authorized representatives the ppons and 
information on implementation of the investment program. engineering a technital designs. 
environmental or complex plans under terms and conditions set in the contract. as well $5 any oher 
information and documentation related to the subjects of concession. 

5.2.11. to immediately n d f y  the Minister of Tianspa? and Communications about any 
circumstances. which may cause threat to the national security. country's defense and public order. to 
the environment as well as to protected territories or sites. as well as any circumstan~vs comprising 
threat to the safety ofthe civil aviation. under terms and conditions set in the concession ctmuact: 

5212. to provide access to the subjects of concession to the respective authoritiei or persons 
authorized by the Minister of Transpon and Communications. nhenever required f a  t ~ i n g  out 
emergency activities for public benefit or for protection of public safety and order: 

5.2.13. to. in case of force majeure. tolerate temporary use of the subjects of m n ~ ~ s s i o n  a 
pans of them by third panies. designated by the Minister of Transpon and Communicaticms. n i h t  

any right to receive a compensation f a  it. as the concession contract will foresee the ct.nseqwnces 
depending on the force majeure duration and type: 

5.2.14. to procure insurance policy for the subjects of the concession at his onn expense in 
favor of the Principal. fa the entire term of the concession contract. in compliance with thc regulaton 
requirements: 

5.2.15. to provide a passibility fa  military aviation to use the two airpons as mcrvc option 
for regular training flights and fa  crews on duty. under the procedures set in the concession c o n m :  

5.2.16. to provide possibility for Varna Airpor~ and Bourgas Airpon to be used ir fulfillment 
of Srate's obligations assumed under international apxments: 

5.2.17. to take over andlor replace Bourgas .%rpon EAD and Varna .Urpon E.U) in 
existing contractual relationships connected with the purpose of he concession. under the terms and 
conditions set in the concession contract: 

5.2.18. to pmcure from the cunent aim operators Bourgas Airpon E.U) and V m a  .Urpon 
EAD. assets associated with the operations and management of the sites offered by he I'rincipal. as 
per the tender documentation. under terms and conditions set in the concession contract: 

5.2.19. to maintain a Performance Bond fa  the entire concession term. as per he concession 
contract: 

5.2.20. to provide free of charge premises to border control authorities as specified in .4n. 
48% Section 2 of the Civil Aviation r\rt. as required to fulfillment of heir duties at the subjects of 
concession. under terms and conditions set in the concession contract: 

52.21. to. upon termination of the concession contract. deliver the sites to h Pnncipl  ln ihe 
respective condition. under the terms and conditions set in the concession contract: 

5.2.22. to. upon termination of the concession contract. deliver to the Minister cf Transpon 
and Communications all designs. technical. financial. and orher documentation related to the airporu' 
operations and delivered consmction works. 
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5.3. Key rights of the Principal: 

53.1. to assign to the Concessionaire all functions of an airport administratio.1 as per the 
Civil Aviation Act. as all relationships in this regard shall be detailed in the concession conaan: 

5.3.2. to receive concession fee pursuant to item 8 of this decision and th. terms and 
conditions set in the concession contract: 

5.3.3. to use the Bond and Mher guarantees posted by the Concessionaire i n  com~liance with 
the concession contract: 

5.3.4. toenen control over fulfillment of Concessionaire's obligations and the Irma: 

5.3.5. to receive statements and repons by the Concessionaire on implement.~tion of the 
concession contract and have access to the subjects of concession and the Contessionaire's 
documentation in order to apply its powers of control: 

5.3.6. to. in case of force majeure. use or designate third persons to t e m m ~  use the s u b p u  
of concession or pans of them. under terms and conditions set in the concession contract: 

5.3.7. to unilaterally terminate the concession contract under the provisions of ..\n 22.  k71on 
I of the Concessions Act. in case of default by the Concessionaire regarding material obligations or 
concession terms. upon suspension of an airpon operator's license. as well as on an) aher p n d s  
for unilateral termination pursuant to the concession contract: 

5.3.8. to take over the subjects of concession following termination ofthe concession conma. 
under terms and conditions set in the contract. 

5.4. Key obligations of the Principal: 

54.1. to deliver the subjects of the concession to the Concessionaire under terms and 
conditions set in the concession contract: 

5.4.2. to provide assismce requested by the Concessionaire in exercising the rights panted to 
him as per the legislation in force and under the terms and conditions set in the concession conaaca: 

54.3. to pay the Concessionaire. under terms sel in  the concession contract. a compensation 
for the improvements in the subjeclr of the concession delivered with the pnor consent of the Mininu 
of Transpon and Communications. 

6. Establishes the following terms and conditions for implementation of the conce5sion: 
6.1. The Concessionaire must: be registered under the Commercial Act and cor~pliant uilh 

the requirements of An. 4Sc. Section I and .u. 48d. Section 2 of the Civil Aviation .Act f a  each of 
the sites provisioned in item I obtain airport operator's licenses as provlsiooed in .-. 43b. S d m  3 
of the Civil Aviation Act and ground handling operator's licenses f a  the activities pmu;ml .u. J8e. 
Section 3. Par. 3.4. 5 and 7 of the Civil .Aviation Act: perform airpon administration fun.Qons at tbe 
two sites as per An. 4Sa Section 3 of ihe Civil Aviation .Act: as well as to cam- out uninlenuped 
operations and management of the subjects of concession. m e t  the quirements ;md provide 
conditions for certification of their operational fitness. 

6.2. When a bidder is a foreign entity or a consonium of foreign andlor local entities. and 
such a bidder is selected as a uinning bidder. the concession shall be awarded to a company 
incorporated under the Commercial Act. in which the foreign entity (or members of the . w s d u m ,  
shall have 1001. ownership of the company capital in a ratio reflecting the consonium agreement. In 
such a case. the concession contract shall be signed by the newly es~ablished ;ompan) and this 
company shall be bound with the proposals made by the winning bidder 

6.3. The rights and obligations under the concession contract may noc be transferred uith the 
exception of the cases provisioned by the law. 
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6.1. In case the winning bidder is a consortium o f  foreign andla local entities. h e  conshum 
member who meets the criteria of item 2.l.l.shall own equity share exceeding 50 percent o f  the 
commercial company-Concessionaire. over the entire concession term. 

6.5 .+I1 requirements for environmental protection. protected temtaies and si:es. national 
security. counuy's defense and public order. health and safety compliant labor cond~tioni. as well as 
international and domestic safety requirements in the civil aviation area shall be adhered to 
throughout the implementation of this concession. 

6.6. The newly consbucted building and facilities and the improvements deli\ered on the 
public state property within the boundaries of the subjects of the concession or on the prrpen) which 
may be subsequently expropriated and included in the subject of soncessionshall have tbe status of 
public state property. 

6.7. The Concessionaire shall collect for his benefit the full amount of the aim charss 
pursuant to h. 120. Section I of the Civil r\\iation .Act in connection with the performance of all 
functions as an airpon administration. 

6.8. In the process of airpon charges regulation. as set pursuant to the International Civil 
Aviation Convention. a regulated rate of return as determined in the tender procedure s h d l  be added 
to the cost incurred for meeting required standarddlevels securing safety and safe aimaft landing and 
parking. as well as the cost of passengers senice and safety. and concession fee cost 

6.9. The sum of regulated rate of return percentage as per item 6.8 plus concession fee 
percentage as per item 8.1 shall equal 30% 

7. Determines the follouing tpes of guarantees fa  the fulfillment of Contwionaire's 
obligations under the concession contract: 

7.1. each year of the effective term of the concession contract. the Concessionaire shall post a 
validated. unconditional and irrevocable bank guarantee. issued by a bank. determined upon mutual 
agreement of the parties. to the amount of I5  000000 Euros until Year 10 of the concession and 7 
500000 Eums for each subsequent year of the concession in ader to guarantee h e  mnna7 
implementation. inclusive of the obligation for concession fee paynent. the obligation for 
implementation of the investment program. and the obligation f a  payments of Interest and remedies 
as provisioned in a contract. 

7.2. Remedies shall be due in case of default a delayed a imprecise &amansc by the 
Concessionaire on the agreed obligations. as well as interest payments fa  delayd p m p r n m & ~  on 
financial obligations. The specific size o f  financial remedies and interest paynents and t x  timing of 
default by particular obligations shall be set in the concession contract. 

7.2. In any case of default by the Concessionaire. the Principal shall have he right to seek. in 
addition to the remedies pursuant to item 7.2 (compensations/penalties and interest paymnt,. 
compensations under the common procedures. as determined by the legislation in f o m .  

8. Determines the type. size and payment details of the concession fee as follou-s- 

8.1. Flat concession fee at the amount of 3 000 000 Euros. payable within one month from 
contract signanup. 

8.2. Determines the annual concession fee. which is a percentage rrsultrd hom h e  
competitive tender but not less than I ?  per cent from the b iger  ofthe Nio fipures: 

8.2.1. the tMal amount of revenues from all cumnt year activiaes related to the use of the 
subjects of concession. or 

8.2.2. the tMal amount o f  revenues from all charges of citil u i p m  fitr p ~ ~ h l i c  Lce 81~uqus 
and civil aitpon for public use \bmu as per .Art 120. Section I of the Civil Aviat on .\a and 
revenues from operations of the current airpon operators "Bourgas .*rpon" - E.U). and l ' m s  
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Airpod' - E m .  collected in 2003. inflation-adjusted for he respective period. as per ihe concesstw 
contract. 

8.3. Annual concession fee as per item 8.2 shall be payable in not kss than ruo inslallmentr 
by a bank transfer. due as of he effective date of the concession conuact. 

8.1. The size of he annual concession fee pursuant to item 8.2 shall be deterniined in he 
Council of Ministers' decision f a  determination of a Concessionaire in compliancz m-ith he lrtrmr 

and conditions resulted from he tender. 

9. Determines he concession commencement date as tbe effecti~e dale of he concession 
conuact. 

10. Applicable law- to this concession shall be he Bulgarian law-. 

1 I .  Authorizes he Minister of Transpon and Communications lo organize a nor-an end an^^ 
tender for selection of a Concessionaire. 

PRIME YLXISTER: 

CHIEF SECRETARY OF THE 
COLSClL OF \IISISTERS: 


