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Subject: State aid SA.51023 (2018/N) – Bulgaria and 

 SA.52049 (2018/N) – Greece  

State aid for the implementation of Gas Interconnector Greece-
Bulgaria 

Sir,  

1. PROCEDURE 
(1) Following pre-notification contacts, pursuant to Article 108(3) of the TFEU, on 

21 August 2018, Bulgaria notified to the Commission its intention to provide 
support to the construction of the natural gas interconnector between Greece and 
Bulgaria. Bulgaria submitted additional information on 27 September 2018. On 
9 October 2018 the Bulgarian authorities provided a language waiver and agreed 
that the decision will be adopted in English as authentic language.  

(2) The Hellenic Republic notified its support measure for the same objective on 
18 September 2018 and it submitted a language waiver and agreed that the decision 
will be adopted in English as authentic language on 5 October 2018. 
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2. DESCRIPTION OF THE MEASURE 
2.1. Objective and project description 
(3) The project involves the construction and operation of a cross border natural gas 

interconnector between Greece and Bulgaria ("IGB" or "project") to be fully 
operational in 2021. This gas interconnector, which will connect Greece (Komotini) 
to Bulgaria (Stara Zagora), has been included in the list of European Projects of 
Common Interest (PCIs)1, given its strategic importance for the diversification of 
natural gas supplies into Eastern Europe through the Trans Adriatic Pipeline, 
or "TAP" (at present 98% of gas imports in Bulgaria come from a single source). 

(4) The IGB construction/operation was endorsed via a Memorandum of 
Understanding signed by Greece and Bulgaria in 2009 and IGB has qualified as a 
project of national priority under Bulgarian Council of Ministers (Decisions No 
615/14.07.2009, No 452/07.06.2012), and under Greek Law (4001/2011). 

(5) IGB is designed for transporting 3 billion cubic meters/year (bcm/y) of natural gas 
in a forward flow from Greece to Bulgaria. It has an option (pre-engineered) for 
increasing the capacity up to 5 bcm/y through the installation of a compressor 
station. Physical reverse flow capacity from Bulgaria to Greece could also be ensured 
in the potential second phase of the project. The total length of the pipeline will be 
182.2 km, (150.6 km in Bulgaria and 31.6 km in Greece). 

(6) The IGB pipeline will interconnect the DESFA and TAP transmission systems in 
Greece with the transmission system in Bulgaria. DESFA and Bulgartransgaz are 
the national transmission system operators (or "TSOs") respectively of Greece and 
Bulgaria, while TAP is an "exempted" independent national gas transmission 
system operating in Greece. The technical design of the pipeline envisages the 
possibility for two off-takes close to Kardjali and Dimitrovgrad (Bulgaria). 

 
Figure 1: The IGB link to the gas transmission systems (source: Bulgarian authorities) 

                                                 
1 Annex VII to Regulation (EU) 347/2013, of the European Parliament and of the Council of 17 April 
2013 on guidelines for trans-European energy infrastructure and repealing Decision No 1364/2006/EC 
and amending Regulations (EC) No 713/2009, (EC) No 714/2009 and (EC) No 715/2009, published in 
OJ L 115, 25.4.2013, p. 39–75 as amended by Commission Delegated Regulation (EU) 2018/540 of 
23.11.2017, amending Regulation (EU) No 347/2013 of the European Parliament and of the Council  as 
regards the Union list of projects of common interest 
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(7) The project will be developed, owned and operated by the project company, 
ICGB AD (registered in Bulgaria), the shareholders of which being the IGI 
Poseidon consortium (50%) – including Edison and DEPA, and Bulgarian Energy 
Holding or BEH (50%). At the current stage, ICGB AD is engaged with the 
development of the project. Therefore, the company does not generate revenues and 
all administrative and operating costs are covered by the shareholders’ equity. It 
will become the owner and operator of the pipeline once the investment has been 
completed and put into operation. 

 
Figure 2: The shareholder structure of ICGB AD (source: Bulgarian authorities) 

(8) Bulgaria and Greece put forward that the IGB project is expected to open up an 
additional route to the Southern corridor between the South Eastern Europe (SEE) 
and Central Eastern Europe (CEE) markets, while also providing a potential 
Interruptible Reverse Flow (IRF) to Greece, and thereby increases security of 
supply in the region. Additionally, it may also contribute to the establishment of a 
“Balkan gas hub” that could foster gas trading in the SEE region by taking 
advantage of interconnection infrastructure projects either under development or 
planned. 

(9) Overall, the IGB project's key strategic objectives and role in Bulgaria and SEE– 
CEE markets have been identified by Bulgaria and Greece as follows: 

• Enhancement of security of gas supply (avoidance of gas disruptions); by 
securing added volumes the project will double the entry capacity of 
Bulgaria and diversify the entry routes to the SEE region; 
 

• Increase of transit capacity to the SEE countries taking advantage of other 
interconnections with Romania and Serbia; and 
 

• Diversification of imported gas from Greece by additional supply sources 
from the Caspian region, Middle East, East Mediterranean and LNG 
terminals (existing and new in Greece and/or Turkey). 

(10) The project's construction is foreseen to start in the […]. The construction activities 
are envisaged by Bulgaria to be performed […] months and project operation is 
expected to roll out by […] when the first natural gas quantities available via the 
South European corridor are estimated to come from the Caspian region. 
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(17) The notified measure consists of the following elements benefitting ICGB AD: 
(i) A direct contribution from the Bulgarian State budget via the OPIC to be 

granted by the Ministry of Economy of EUR 39 million; 
(ii) A State guarantee granted by the Bulgarian State via the Ministry of Finance 

of Bulgaria to cover 100% of the EUR 110 million EIB loan mentioned in 
recital (16) above; 

(iii) An Intergovernmental Agreement (IGA) between Greece and Bulgaria on 
corporate income tax stabilisation providing ICGB AD with a fixed 
corporate income tax regime for the first 25 years of the project.  

2.3.1. The direct grant from OPIC 

(18) Bulgaria puts forward that according to the OPIC, Bulgaria supports the efforts to 
develop a common energy policy of the EU, taking into account global challenges 
and national specifics. The European Union and Bulgaria have recognized the 
importance of the IGB interconnector project and it is selected among the eligible 
projects for grant financing within the OPIC, under Thematic Objective 7 
"Promoting sustainable transport and removing bottlenecks in key network 
infrastructures". 

(19) Bulgaria also submits that, although the funding gap calculation provides for a 
higher ceiling, the maximum OPIC amount available for the project has been 
capped at EUR 39 million. This amount will be disbursed in the form of a direct 
grant. 

2.3.2. The State guarantee 

(20) Bulgaria explains that the EIB has requested a State guarantee from the Bulgarian 
State as a collateral to the EUR 110 million loan granted to BEH. The State 
guarantee covers 100% of the loan amount. Bulgaria also submits that BEH will 
transfer the loan with all its obligations to ICGB AD on the same conditions. 
Bulgaria explains that the loan from BEH to ICGB AD will bear the same financial 
terms as the ones received by BEH under the financial contract with the EIB. EIB 
however will need to provide its non-objection on the final terms of the contract 
between BEH and ICGB AD in order to be able to confirm that BEH will pass on 
the advantageous financial terms of original contract between EIB and BEH in 
favor of the implementation of the IGB project itself. 

(21) The EIB-loan has a maturity of up to 25 years (including a grace period of up to 7 
years). The interest rate is fixed over the entire period of the loan in accordance 
with the prevailing market conditions at the time of actual disbursement. This fixed 
reference interest rate is […]. 

(22) Bulgaria confirms that the State guarantee is the only collateral envisaged for the 
EIB loan and that no guarantee premium will be paid to the Ministry of Finance, 
consequently, ICGB AD will also not be required to pay any premium or fee for the 
benefit of this guarantee. 

(23) Although the loan will be transferred to ICGB AD, BEH remains to be the borrower 
under the finance contract with the EIB and as such is fully responsible to fulfill all 
of its obligations under the contract. In this respect BEH could use all of its 
available assets to fulfil its obligations under the finance contract in order to 
prevent any defaults and thus create trigger conditions for the State guarantee. 
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(24) Bulgaria puts forward that pursuant to Section 4.2. of the Commission Notice on 
the application of Articles 87 and 88 of the EC Treaty to State aid in the form of 
guarantees (the "Guarantee Notice")4, the calculation of the cash grant equivalent of 
a guarantee follows the methodology according to which it equals the difference 
between the market price of the guarantee and the price actually paid. Bulgaria 
argues that no commercial bank is able to match the financing conditions proposed 
by the EIB therefore, it could provide no comparison in respect to a bank guarantee 
premium, which the market would ask for and that could be granted by the 
Bulgarian state. As there is no market price available for the State guarantee at 
hand, i.e. the market does not provide guarantees for the type of transaction 
concerned, the aid element should be calculated in the same way as the grant 
equivalent of a soft loan, namely as the difference between the specific market 
interest rate this company would have borne without the guarantee and the interest 
rate obtained by means of the guarantee after any premiums paid have been taken 
into account. 

(25) The Bulgarian authorities also explain that as there is no market interest rate which 
could serve as a reference, they calculated a reference rate applicable under the 
Communication from the Commission on the revision of the method for setting the 
reference and discount rates (the "Communication on reference rates")5. 
Accordingly, Bulgaria took into account the relevant risk profile linked to the 
operation covered as well as the characteristics of the undertaking guaranteed and 
the collaterals provided. 

(26) Considering the above calculation methods Bulgaria applied the table of the 
Communication on reference rates, which provides the applicable proxies which are 
based on credit strength and collateralisation. Bulgaria considers that ICGB AD, 
without any credit history should be considered as an undertaking with credit 
rating B. Secondly, its collaterisation level should be viewed as low, given that the 
loan ICGB AD will receive has no collateral apart from the State guarantee to BEH. 
Consequently, the minimum loan margin was calculated by Bulgaria as 650 bps. 
Lastly, Bulgaria applied a discount rate of 0.82%, corresponding to the 100 bps 
recommended by the Communication, plus the base rate of -0.18% applied for the 
Euro zone. This results in a total market proxy of 6.32%. 

(27) Based on the above assumptions and the actual interest rate on the EIB loan of […], 
Bulgaria notified the cash grant equivalent of the State guarantee for the 
EUR 110 million EIB loan as EUR 63.19 million.  

2.3.3. Corporate income tax stabilisation 

(28) Bulgaria and the Hellenic Republic have mutually acknowledged in an IGA that in 
order to ensure the viability of the IGB project a secure and stable tax framework is 
required. This framework will provide ICGB AD with a fixed corporate income 
tax (CIT) regime for 25 years from the beginning of commercial operation. 

(29) The following conditions are agreed in the IGA to “lock in” the provisions of the 
CIT for the investment return period of the project: 

(i) Between the Signing Date of the IGA and the date 15 years after commercial 
operations commence (the "First Tax Period"), the CIT laws of Greece and 

                                                 
4 OJ C 155, 20.6.2008, p. 10–22 

5 OJ C 14, 19.1.2008, p. 6–9 
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2.4. Cumulation 

(35) Bulgaria and Greece have confirmed the measure will not be cumulated with other 
aid sharing the same eligible costs. 

2.5. Exemption from the Internal Gas Market rules 

(36) In order to assure the financial viability of the project, ICGB AD has also requested 
certain exemptions in accordance with Article 36 of Directive 2009/73/EC of the 
European Parliament and of the Council of 13 July 2009 concerning common rules 
for the internal market in natural gas and repealing Directive 2003/55/EC (the "Gas 
Directive")7, to the Energy and Water Regulatory Commission of Bulgaria 
(EWRC) and to the Regulatory Authority for Energy of Greece (RAE). Both the 
RAE and EWRC adopted the decision on the exemption on 29 May 2018. 

(37) The exemption decisions of EWRC and RAE grant, in short, the following 
exemptions to ICGB AD for a period of 25 years: 

a) Exemption from provisions of Article 9 of the Gas Directive (ownership 
unbundling rules) for the entire project; 
 

b) Partial exemption from the provisions in Article 32 of the Gas Directive 
(third party access; hereinafter "TPA") for the advanced reservation 
contract agreements (1.57 bcm/y peak in firm forward mode of the overall 3 
bcm/y) on a 25-year basis; 
 

c) Exemption from Articles 41(6), 41(8) and 41(10) of the Gas Directive 
(Tariff Regulation) for the entire capacity for the entire duration of 25 
years. 

(38) Following the individual decisions of the RAE and the EWRC, the Commission 
has examined the exemption decisions of the national regulatory authorities and 
approved the request in its decision 25 July 2018 (the Commission's Exemption 
Decision)8. In its Exemption Decision the Commission accepted the following 
conditions of EWRC and RAE in order to prevent the establishment of a dominant 
position or to strengthen an existing dominant position in the Bulgarian and Greek 
gas markets: 

a) Any undertaking with a share of 40% (or larger) in any relevant product 
market for the supply of gas in Bulgaria/Greece or on the upstream market 
of supplying gas into Bulgaria/Greece, shall not be allowed to reserve more 
than 40% of the capacity on an IGB exit point in Bulgaria/Greece; 
 

b) In the event that two or more undertakings together hold a combined market 
share of at least 80% and each of these undertakings has a market share of 
more than 20% on any relevant product market for the supply of gas in 
Bulgaria/Greece, or on the upstream market of supplying gas to 
Bulgaria/Greece, EWRC or RAE respectively has the right to impose a 
capacity cap on these undertakings on an IGB exit point in Bulgaria/Greece; 

  

                                                 
7  OJ L 211, 14.8.2009, p. 94–136 

8 Commission Decision C(2018) 5058 final of 25.7.2018 
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c) For the calculation of the market share and the capacity cap percentage, 
undertakings belonging to one group shall be considered as one 
undertaking. The market share will be calculated as the average of the last 
two consecutive years; 
 

d) Any direct or indirect long-term gas supply contracts for Bulgaria/Greece 
entered into with an undertaking with a share of 40% or a group of 
undertakings with a combined market share of at least 80% shall fall under 
the capacity cap as established in points (a) and (b) above. 
 

e) Where, due to lack of interest by other parties, the capacity cap as imposed 
in (a) and (b) results in the IGB capacity to be underutilised, EWRC or 
RAE respectively at the request of an interested undertaking, may allow to 
book capacity beyond the capacity cap as defined in (a) and (b) on an 
interruptible short-term basis. EWRC or RAE decision to that effect shall 
be published on its web site. The IGB capacity is considered to be 
underutilised if on average 20% of the IGB capacity is not booked for a 
period of at least 6 months. 

(39) In addition, the Commission acknowledged that EWRC and RAE committed to 
monitor regularly if the exempted tariff complies with the approved methodology. 
Within the exemption of tariff regulation, the Commission also recognised that 
EWRC and RAE would ensure that any revenues from capacity bookings that 
increase the rate of return beyond […] will be returned to the IGB shippers either 
through tariff reductions of following periods or by a profit sharing mechanism in a 
non-discriminatory manner. 

 

2.6. National legal basis and transparency 

(40) The national legal bases indicated by Bulgaria and Greece are: 

• Decision  of the Council of Ministers of Bulgaria № 664/ 19.09.2018 on the 
amendment of the Operational Programme "Innovation and 
Competitiveness" which includes the OPIC-grant for the project; 
 

• Protocol Decision  of the Meeting of the Council of Ministers of Bulgaria 
№ 36/ 12.09.2018 on the approval of the Head of Terms for the 
intergovernmental tax agreement between Bulgaria and the Hellenic 
Republic; 
 

• Article 71 of the 2018 National Budget Act of Bulgaria which includes the 
issuance of the State guarantee for the financing of the IGB; 
 

• Heads of Terms on the intergovernmental tax agreement between Bulgaria 
and the Hellenic Republic9. 

  

                                                 
9 The final IGA is not yet ratified by Bulgaria and Greece at the time of the notifications. 
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(41) Both Bulgaria and Greece confirm that they will publish the notified measures, the 
identity of the granting authority; the identity of the individual beneficiary, the aid 
instruments and amount of aid granted to the beneficiary; the objective of the aid, 
the date of granting, the type of undertaking; the Commission's aid measure 
reference number; the region where the beneficiary is located and the principal 
economic sector of the beneficiary10.  

3. ASSESSMENT 
3.1. The existence of State aid according to Article 107(1) TFEU 
(42) According to Article 107(1) TFEU, the qualification of a measure as State aid 

requires the following conditions to be met cumulatively:  

− the measure is financed through State resources;  

− it grants a selective advantage liable to favour certain undertakings or the 
production of certain goods;  

− the measure distorts or threatens to distort competition;  

− it has the potential to affect trade between Member States. 

 
3.1.1. Aid granted by a Member State through State resources 

(43) By granting EUR 39 million to ICGB AD via OPIC Bulgaria intends to use 
resources from the European Structural Fund. Resources from the European 
Structural Fund are considered as State resources since Member States have 
discretion to decide on the use of these resources. As for the OPIC grant, no direct 
transfer exists between the Union budget and the present beneficiary. This amount 
is therefore considered to be granted from State resources and is imputable to the 
State within the meaning of Article 107(1) TFEU. 

(44) The State guarantee quantified as EUR 63.19 million granted by the Bulgarian 
State via the Ministry of Finance to cover 100% of the EUR 110 million EIB loan 
mentioned in recital (16) above is likely to impact directly the Bulgarian State 
budget [see recital (40) on the national legal bases].  Therefore the Commission 
views the State guarantee falling within State resources imputable to the State 
within the meaning of Article 107(1) TFEU. 

(45) Finally, the fact that ICGB AD can continue to pay the corporate income tax rate in 
force at the start of the operations in a scenario where this tax rate  increased would 
result in foregone State revenue for both Bulgaria and Greece. The tax stabilisation 
limb of the notified measure is therefore funded from the State resources. 

  

                                                 
10 On the following websites by Bulgaria: http://en.opic.bg/; http://www.minfin.bg/en/4; 

 https://webgate.ec.europa.eu/competition/transparency/public/search/home/ 
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3.1.2. Favouring certain undertakings or the production of certain goods 

(46) The notified measures will provide an economic advantage to ICGB AD in the 
following forms: 

a) direct grant payments for the costs of execution of the IGB project (the 
OPIC grant); 
 

b) enhanced access to EIB-financing thanks to the State guarantee; 
 

c) a more predictable financial environment for the operational phase of 
IGB via a stable corporate income tax regime for a pre-determined 
period within given ranges as compared to any other tax paying 
undertaking. 

(47) These possibilities are not available to all undertakings in Bulgaria and Greece, 
therefore all these notified measures are selective. 

3.1.3. Distortion of competition and effect on trade between Member State 

(48) All the measures as referred to in recital (17) above may establish a strong position 
of ICGB AD as a new entrant to natural gas transmission. Furthermore, the notified 
measures may strengthen the positions of the shareholders of ICGB AD. 
Consequently, the measures threaten to distort competition and are liable to  affect 
trade between Member States as they relate to the implementation of a cross-border 
natural gas pipeline between Greece and Bulgaria, through which gas will be traded 
across borders. 

3.1.4. Conclusion with regard to the presence of State aid 

(49) Taking the above in Section 3.1 into consideration, the Commission concludes that 
all the notified measures set out in recital (17) to be granted in order to contribute 
to the economic viability of the IGB constitute State aid within the meaning of 
Article 107(1) TFEU.  

3.2. Lawfulness of the aid 
(50) By notifying the aid measure before its implementation, the Bulgarian and Greek 

authorities fulfilled their obligation according to Article 108(3) TFEU.   

3.3. Compatibility 
(51) The notified measures aim to finance the construction of a natural gas transport 

infrastructure between Greece and Bulgaria. Support for gas infrastructure fall 
within the scope of the Commission's Guidelines on State aid for environmental 
protection and energy 2014-202011 (hereinafter "EEAG"),  section 3.8 "Aid to 
energy infrastructure". 

3.3.1. Objective of common interest 

(52) In line with point 202 EEAG, the Commission considers that energy infrastructure 
is a precondition for a functioning energy market. Aid to energy infrastructure 
therefore strengthens the internal market. It enhances the integration of different 
energy sources and energy supplies in under-developed networks. The Commission 

                                                 
11 OJ C 200, 28 July 2014, p. 1  
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therefore consider that aid to energy infrastructure thus contributes to an objective 
of common interest. 

(53) IGB constitutes a gas energy infrastructure in line with point 31 (b) of 
Section 1.3. Definitions of the EEAG. It is an interconnector enabling the 
transmission of natural gas from Greece to Bulgaria and later on the interruptible 
virtual reverse flow.As explained by Bulgaria and Greece [see recitals (8) and (9) 
above] IGB has several strategic objectives, such as diversification of gas supply 
by providing alternative sources as well as ensuring the security of gas supply, 
which were also recognised by the European Union by including the project in the 
list of European Projects of Common Interest12. 

(54) Considering the above, the notified aid measures contribute to an objective of 
common interest in accordance with section 3.8.1. of the EEAG. 

3.3.2. Need for State intervention 

(55) Pursuant to point 206 EEAG, the Commission considers that for infrastructure 
investments which fall in the approved list of PCIs, the market failures in terms of 
positive externalities and coordination problems are such that financing by means 
of tariffs may not be sufficient. The Commission reiterates that IGB is on the list of 
PCIs. 

(56) However, as explained in Section 2.5 above, IGB will enjoy an exemption from 
internal energy market legislation. Therefore, the Commission is examining if the 
conditions of 207 EEAG are also present. 

(57) As described in recital (12) above of this decision, the only revenue ICGB AD will 
receive will be a tariff paid by gas shippers that have concluded a gas transportation 
agreement with ICGB AD, calculated in accordance with the principles and the 
methodology set out in the IGB Tariff Code. The Bulgarian national regulator has 
approved the main principles for the tariff methodology and the allowed target 
revenue. Pursuant to point 207 of the EEAG, the Commission will consider in its 
assessment the following factors:  

(i) to what extent a market failure leads to a sub-optimal provision of the 
necessary infrastructure; 
 

(ii) to what extent the infrastructure is open to third party access (TPA) and 
subject to tariff regulation and   
 

(iii) to what extent the project contributes to the Union's security of energy 
supply. 

(58) Major infrastructure projects like IGB are heavily capital intensive. The financial 
analysis provided by the Bulgarian and Greek authorities (see Section 2.2 above) 
reveals that the project would not be financially profitable without the combined 
aid measures. Calculated over the lifetime of the project (25 years) the revenues 
generated by the project would not cover the expenses incurred. Accordingly, a 
rational investor would not undertake these project without aid. Moreover, even 
with the direct grant and the State guarantee, the financial performance of the 

                                                 
12 Commission Delegated Regulation (EU) 2018/540 of 23.11.2017, amending Regulation (EU) No 

347/2013 of the European Parliament and of the Council  as regards the Union list of projects of 
common interest. 
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project is below the rate of return expected by the beneficiary, ICGB AD13. 
Furthermore, one of the notified aid measures also offer tax stability in a business 
environment where tax fluctuations are likely due to the length of the project. The 
Commission acknowledges, that investments of this nature require a long term 
commitment to secure revenues under long term contracts with gas providers.  

(59) IGB will be exempted from the internal energy market legislation concerning the 
requirements of TPA, tariff regulation and ownership unbundling. In order to 
render the project an attractive lending investment opportunity, it is required to 
have a degree of predictability as regards the returns over the life time of the 
project. However, based on the financial data presented in Section 2.2, sufficient 
grounds exist to assume that even with exemptions approved by the Commission's 
Exemption Decision the project would not be attractive/possible insofar it could not 
secure reasonable return to investors. Besides, it should be taken into account that 
even though IGB will enjoy an exemption from TPA, it will only be partial (1.57 
bcm/y peak in firm forward mode of the overall 3 bcm/y which equals on average 
42.5% of the IGB’s capacity for the 25 years). Additionally as for the exemption of 
tariff regulation, it should be emphasized that IGB's tariff code remains subject to 
approval by the Regulatory Authorities who will monitor it annually.  

(60) The Commission notes that, as seen above in recitals (8) and (9), the IGB will 
contribute to the security of energy supply of the European Union since it will: 

a) Enhance the security of gas supply (avoidance of gas disruptions); by 
securing added volumes the project will double the entry capacity of 
Bulgaria (at present 98% of gas imports in Bulgaria come from a single 
source) and diversify the entry routes to the SEE region as a whole; 
 

b) Increase of transit capacity to the SEE countries taking advantage of other 
interconnections with Romania and Serbia; and 
 

c) Diversify the imported gas from Greece by additional supply sources from 
the Caspian region, Middle East, East Mediterranean and LNG terminals 
(existing and new in Greece and/or Turkey). 

(61) The Commission therefore concludes that within the meaning of points (206) and 
(207) EEAG the combination of the notified aid measures – in addition to the 
exemption from internal gas market rules – is necessary for the construction of the 
IGB because of the following reasons: 

(i) The project is identified as a PCI; 
 

(ii) The absence of aid would lead to a sub-optimal provision of the IGB as the 
financial parameters of the project do not entail a guarantee that the return 
on investment expected by the shareholders could be fully achieved. 
Therefore a rational investor would not undertake the project without the 
notified aid measures. 
 

(iii)Although the project will enjoy an exemption from tariff regulation for the 
IGB minimum capacity as well as a partial exemption from TPA, the tariffs 
alone would still remain insufficient to cover the operating expenditures. 
 

                                                 
13  In this respect, it is noted that the project reaches financial rates of return of […] without the aid and 

[…] with the State aid. 
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(iv) The project, as a PCI clearly contributes to the European Union's security of 
supply for the reason set out in recitals (8) and (9). 

3.3.3. Appropriate instrument 

(62) The Commission recalls that point 209 EEAG also acknowledges that in the case of 
PCIs (such as the IGB) State aid may be considered an appropriate instrument to 
partially or wholly finance that infrastructure if recouping the investment 
exclusively via tariffs is not feasible. 

(63) As explained in Section 2.2. above the Bulgarian and Greek authorities have 
explored the possibility to finance the natural gas interconnector exclusively 
through tariffs. Nonetheless it appears to the Commission that the financing of the 
project solely by an increase in transmission tariffs could deter users from using the 
infrastructure because it could lead to tariff levels that could be not acceptable or 
affordable for users/shippers.  

(64) Given that the principles for the tariff setting have been approved and that the 
methodology to establish the tariffs are under the control of the national regulator, 
the Commission considers that the notified measures are appropriate to bring the 
project forward and improve gas transmission between Bulgaria and Greece. 
 

3.3.4. Incentive effect 

(65) The need for state aid in energy infrastructures partially or wholly exempted from 
internal energy market legislation is assessed on a case-by case basis. In line with 
point 49 EEAG, the incentive effect occurs, if the aid induces the beneficiary to 
change their behaviour towards reaching the objective of common interest which it 
would not do without the aid.  

(66) IGB requires very significant upfront investment well in advance of the period at 
which the project can start to generate its sole revenue source, i.e. the tariffs paid 
by gas shippers [see recital (12) above]. It is crucial to attract and ensure the 
upfront debt and equity financing. As portrayed in recitals (12) – (15) above, 
without the aid measures the corresponding financial internal rate of return of 
investment is not satisfactorily high, meaning that a rational investor would not 
carry out the investment.  

(67) Additionally, security of cash flows is of critical importance for securing the 
upfront financing of the project. Any change in the tax rates, in particular the 
Corporate Income Tax has a direct impact on the cash flows. In particular, the 
Greek tax system, partly due to the economic crisis, has been volatile the last years. 
This has led to a significant number of changes to the rates of tax collected since 
2009. Although the Bulgarian CIT rate can be considered low, as mentioned in 
recital (33) above, there are discussions about the possibility to introduce a 
progressive taxation which could negatively influence the project's long term 
financial indicators. The absence of the tax stability clause would therefore 
significantly affect IGB's ability to raise debt financing as it would impair the 
bankability of the project. 

(68) Bulgaria and Greece also confirmed that no works have started respecting point 50 
EEAG.  

(69) The Commission therefore concludes that the project would not be carried out in 
the absence of the notified measures.  
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(70) Taking into account the above considerations it can be concluded that the notified 
aid measures for the realisation of the project have an incentive effect in 
accordance with sections 3.8.4. and 3.2.4. of the EEAG.  

3.3.5. Proportionality 

(71) A State aid measure is proportional if the measure is designed in a way that the aid 
as such is kept to a minimum. In line with point 211 EEAG, for aid to 
infrastructure, the counterfactual scenario is presumed to be the situation in which 
the project would not take place. 
 

3.3.5.1. The OPIC grant and the State guarantee 

(72) A state aid measure is proportional if the measure is designed in a way that the aid 
as such is kept to the minimum necessary to achieve the objective sought. Pursuant 
to point 211 EEAG in conjunction with point 212 EEAG, aid measures in support 
of infrastructure should not exceed an aid intensity of 100% of the eligible costs, 
defined as a funding gap. 

(73) As explained in recitals (13) and (14) as well as Table 2 above the funding gap of 
the IGB project was identified amounting to EUR […] million, i.e. […] of the total 
non-discounted investment costs. The remaining part of the investment will be 
funded by the shareholders' equity contribution and an EIB loan. The funding gap, 
therefore, will include principally the following elements: the EUR 39 million 
OPIC grant and the EUR 45 million direct contribution under the EEPR. 

(74) In addition, the cash equivalent of the State guarantee must also fall within the 
calculated funding gap of EUR […] million. The Commission takes the view that 
in the absence of a market benchmark for the State guarantee's premium Bulgaria 
was right to apply the principles of the Guarantee Notice and Communication on 
reference rates. The calculations submitted by Bulgaria pursuant to the 
Communication on reference rates [Section 2.3.2. above] are considered adequate 
in view of the beneficiary's initial market position and its corporate structure. To 
this extent, the Commission considers that even if the guarantee is covering 100% 
of the loan, EIB has properly assessed the risk associated with the transaction. This 
is backed by the fact that the national gas incumbent BEH would use all its assets 
to fulfil its obligations under the finance contract [see recital (23) above]. 
Consequently, while the State guarantee, quantified as EUR 63.19 million, will also 
fall within the calculated funding gap the maximum aid intensity will not be 
reached. This is in accordance with point 212 EEAG. 

(75) The financial analysis portrayed in recital (15) indicates that with the planned aid, 
the project would yield a rate of return in the range of […] which is in line with the 
return required in a similar infrastructural investment14. The Commission therefore 
concludes that the OPIC grant and the State guarantee do not provide excessive 
returns to the beneficiary and are thus deemed to be proportionate. 

3.3.5.2. The tax stabilisation agreement 

(76) This third limb of the aid measures is designed to provide a situation which allows 
investors and lenders to commit a long term project by ensuring reasonable 

                                                 
14 see for example Commission Decision C(2016) 1229 of 3.3.2016 of case SA.43879(2015/N) – Greece 

– Transadriatic pipeline (TAP), OJ C/291/2017 p.2 
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certainty that the debt will be reimbursed. The measure does not provide a basis by 
which ICGB AD will knowingly be able to pay less tax. Similarly to the tax 
stabilisation provided by Greece for the construction of the Trans Adriatic Pipeline 
(or "TAP")15, the tax stabilisation agreement at hand minimises the amount of aid 
ICGB AD will receive: if tax rates stay the same, the aid amount would technically 
be 0. If the corporate income tax rates decrease, the aid amount would be negative 
as ICGB AD would in effect be paying more corporate income tax than it would 
without the agreement. 

(77) If the corporate income tax rate increases, the aid amount would be positive, 
corresponding to the net present value of difference between the agreed stable rate 
applicable to ICGB AD and the generally applicable tax rate. Under the existing tax 
regime there is no additional room in the calculated funding gap. However, an 
eventual increase in corporate income taxes, the funding gap would also increase 
and its increase will be proportional to the tax increase. Therefore the aid intensity 
will always be under 100%. 

(78) Furthermore, the tax agreement although lasting 25 years, is divided in two stages 
throughout which the advantage to the project diminishes – in line with the risks. 
The measure will only be in place for the period ICGB AD has calculated it will 
take to recoup its original investment. 

(79) The corporate tax stabilisation measure is therefore also in accordance with section 
3.8.5 "Proportionality" of the EEAG. 

3.4. Avoidance of any undue negative effects on competition and trade 
(80) In line with point 215 EEAG, in the case of infrastructure partially or wholly 

exempted from internal market legislation the Commission will carry out a case-
by-case assessment of the potential distortions of competition taking into account, 
in particular, the degree of third party access to the aided infrastructure, access to 
alternative infrastructure and the market share of the beneficiary. 

(81) IGB is exempted from the internal energy market legislation concerning the 
requirements of third party access, tariff regulation and ownership unbundling [see 
recital (37)].  

(82) The Commission's Exemption Decision notes that currently the gas market in 
Bulgaria is characterised by very limited competition and the upstream wholesale 
gas supply market's dominant player is Gazprom whereas the incumbent 
Bulgargaz EAD (as part of the ICGB AD shareholder BEH) has a dominant 
position on the downstream wholesale supply of natural gas in Bulgaria and the 
retail supply of natural gas to large end customers to the Bulgarian gas transmission 
network. 

(83) The Commission's Exemption Decision concludes however that IGB will have a 
substantial beneficial effect on the competitive conditions in the Bulgarian gas 
markets for the following reasons: 

a) IGB will have a positive impact on competition on the upstream wholesale 
gas market as it will enable new entrants to compete with the currently 
dominant player, Gazprom. IGB will create a new route for importing gas 
into Bulgaria and will therefore enhance gas-to-gas competition. In the 
completed market test Bulgargaz EAD booked capacity in order to import 

                                                 
15 See Commission Decision C(2016) 1229 of 3.3.2016 of case SA.43879(2015/N) – Greece – 

Transadriatic pipeline (TAP), OJ C/291/2017 p.2 
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natural gas from a new source, as part of Stage 2 of the Shah Deniz Deposit 
in Azerbaijan, exerting competitive pressure on Gazprom. The capacity cap 
imposed on the market players with a share of 40% or more in any relevant 
product market for the supply of gas in Bulgaria should facilitate imports of 
gas into Bulgaria by other market players as well.  
 

b) IGB is also expected to enhance competition on the downstream wholesale 
market in Bulgaria. Based on the results of the IGB market test, new 
entrants are expected to enter the Bulgarian downstream gas markets and 
thus exert a competitive pressure on the currently dominant Bulgargaz. Four 
non-dominant companies have reserved capacity on the IGB that will allow 
them to enter the Bulgarian wholesale gas supply market or the market for 
the retail supply of gas to large end customers connected to the Bulgarian 
transmission network. New entrants who have already booked capacity will 
be in a good position to expand their sales in Bulgaria. 
 

c) Although Bulgargaz as part of the ICGB shareholder BEH has a dominant 
position on the gas markets in Bulgaria, the Commission's Exemption 
Decision envisages that any undertaking with a share of 40% or more in any 
relevant product market in Bulgaria will not be allowed to reserve more 
than 40% of the IGB exit point. On that basis new entrants should be able to 
reserve at least 60% of the IGB capacity at an exit point therefore 
enhancing competition in Bulgaria. 

(84) Consequently, as the Commission's Exemption Decision notes, even in the scenario 
where, initially, only IGB's minimum capacity of approximately 3 bcm/y will be 
constructed, IGB will enhance competition in Bulgaria as it will allow entry and 
expansion of suppliers having currently no market presence in Bulgaria. Those 
suppliers will exert competitive pressure on Gazprom and Bulgargaz.  

(85) The Commission's Exemption Decision also views positively the conditions 
imposed by the national regulatory authorities [see recital (38)]. The Commission 
notes that, for the purpose of the capacity cap, any direct or indirect long-term gas 
supply contracts for Bulgaria entered into with any undertaking with a share of 
40% or more in any relevant product market for the supply of gas in Bulgaria, or on 
the upstream market of supplying gas into Bulgaria, are considered part of the 
reserved share by that undertaking. The Commission thus understood that, by 
applying the conditions imposed by the exemption decision, gas transported by 
means of the IGB but delivered to Bulgargaz would also be counted as if it were 
booked by Bulgargaz directly. Furthermore, to avoid any doubt, the capacity cap is 
counted against any bookings, that is to say from exempted or non-exempted 
capacity as well as from capacity booked on the secondary market or any 
agreement of similar effect, such as the transfer of usage rights relating to capacity.  

(86) Overall, the Commission concluded in its Exemption Decision that the exemption 
envisages conditions which aim at avoiding that the current dominant player in 
Bulgaria could strengthen its market position even further. 

(87) It must also be noted that the Commission's Exemption Decision takes the view 
that the effect on competition in the Greek gas market is not expected to be as 
strong as the effect on Bulgaria, as no flow of gas is expected into the country 
because IGB is not expected to provide firm capacity towards Greece in its first 
phase of operation apart from a potential Interruptible Reverse Flow (IRF). 
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(88) The IRF capacity should be offered in accordance with the applicable rules for 
third party access pursuant to Commission Regulation (EU) 2017/45916 and is 
subject to booking limits for dominant undertakings. The Commission underlined 
in the Exemption Decision that although the tariff exemption applies to all 
capacity, the IRF capacity must be offered on a regulated basis, namely […] of the 
firm forward flow tariff which is capped at a level of EUR […]. This could prove a 
valuable alternative for small shippers of gas into Greece that cannot import gas 
through the completely booked Trans-Balkan pipeline. 

(89) Moreover, the exemption requires that any undertaking with a share of 40% or 
more in any relevant product market for the supply of gas in Greece, or on the 
upstream market of supplying gas into Greece, is not allowed to reserve more than 
40% of the capacity on an IGB exit point in Greece. 

(90) ICGB AD will be a new competitor in the transportation of new gas supplies to 
Bulgaria and Greece and will allow access for Bulgarian and Greek consumers to 
further suppliers that were so far not active in the respective markets. IGB will be 
providing two new routes - including through the reverse flow possibility – by 
which gas can enter the Bulgarian market and a new route for the Greek market.  

(91) For the above mentioned reasons, the Commission concludes that the notified aid 
measures enabling IGB have no undue negative effect on competition and trade. 

3.5. Transparency 
(92) Member States are required under Section 3.2.7 of the EEAG to publish as of 1 

July 2016 certain information related to the beneficiaries of aid.  
(93) As seen in recitals (40) and (41) both the Greek and the Bulgarian authorities have 

committed to complying with these provisions. The relevant information will be 
published on a website. 

4. CONCLUSION 
(94) In light of the above the Commission considers that the notified measures are 

compatible with the internal market in accordance with Article 107 (3) (c) TFEU, 
as they comply with Section 3.8 of the EEAG. 

(95) The Commission remind the Greek and the Bulgarian authorities that in accordance 
with Article 108 (3) TFEU, any plans to refinance, alter or change this aid have to 
be notified to the Commission pursuant to the provisions of the Commission 
Regulation (EC) 794/2004 implementing Council Regulation (EC) No 659/1999 
laying down detailed rules for the application of Article 93 of the EC Treaty (now 
Article 108 TFEU)17. 

Yours faithfully 
For the Commission 

 
Margrethe VESTAGER 

Member of the Commission 
  

                                                 
16 Commission Regulation (EU) 2017/459 of 16 March 2017 establishing a network code on capacity 

allocation mechanisms in gas transmission systems and repealing Regulation (EU) No 984/2013 (OJ L 
72, 17.3.2017, p. 1)   

17   OJ L 140,30.4.2004, p1. 




