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1. Summary of petition

The petitioner refers to a number of cases of land-swapping in Bulgaria in which attractive 
state-owned land is swapped for less valuable land owned by private individuals who are 
close to the Government. These attractive potential tourist areas are mostly along the Black 
Sea coast and in the mountainous regions, and many appear in the list of Natura 2000 sites.  
The petitioner points out that the value of this land-swapping totals EUR 3-4 billion, which 
has thus been lost to the Bulgarian Treasury through nepotism and corruption. As the 
Bulgarian constitutional court does not allow third parties to lodge appeals with the supreme 
administrative court, the petitioner's options for taking action at national level are extremely 
limited, and he therefore asks the European Parliament to take up the case.

2. Admissibility

Declared admissible on 25 March 2009. Information requested from Commission under Rule 
202(6).

3. Commission reply, received on 1 September 2009.

The problem of land and forest swaps was raised by the Commission in the periodic reports 
on Bulgaria under the Cooperation and Verification Mechanism in July 2008 and in February 
2009. The Commission addressed the issue in the context of reporting on measures aimed at 
preventing and fighting corruption on local level (Benchmark 5). 

In the report of July 2008, the Commission identified land and forest swaps as one of the 
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areas of potentially high corruption risk and called on Bulgarian authorities to address this 
problem. 

In response to the July 2008 report, the Bulgarian authorities adopted an Action Plan 
(September 2008), which contained a series of concrete measures responding to key issues 
identified in the report and which would enable Bulgaria to achieve progress under the CVM 
benchmarks. In their action plan response, the Bulgarian authorities pledged a.o. to amend the 
Municipal Property Act and the Forestry Act so as to impose a ban on the land swaps and 
introduce an oversight mechanism on state property sales. 

In the February 2009 report, the Commission took note of amendments to the above-
mentioned Bulgarian laws, which aim at prohibiting the abuse of land and forest swaps. These 
amendments were scheduled to enter into force on 1 February 2009 (forests) and 1 March 
2009 (land). 

Notwithstanding the progress on the legislative side, the Commission receives reports 
indicating that the potential abuse of land and forest swaps continues. NGOs have criticised 
that there are attempts to circumvent the application of the law. 

The Commission has no direct competence as regards the legislation in question. It considers 
however that the land and forest swaps practice could open up the risk of corruption and in 
turn might entail a potential risk as regards organised crime activity. While not having any 
direct competence on these matters, the Commission has taken interest in seeing the 
legislation modified so as to avoid possible abuses in the context of the Cooperation and 
Verification Mechanism which aims at addressing remaining shortcomings in the judiciary 
system, corruption and organised crime in Bulgaria. The Commission will therefore continue 
to monitor closely the effective implementation of the laws and follow-up with the Bulgarian 
authorities on the general issue where need be. The Commission cannot however react to 
individual signals or cases, for lack of competence.

4. Commission reply, received on 8 October 2010.

The petitioner refers to a number of cases of land-swapping in Bulgaria in which attractive 
state-owned land had been swapped for less valuable land owned by private individuals who 
are close to the Government. These attractive potential tourist areas are mostly along the 
Black Sea coast and in the mountainous regions, and many appear in the list of Natura 2000 
sites. The petitioner points out that the value of this land swapping totals EUR 3-4 billion, 
which has thus been lost to the Bulgarian Treasury through nepotism and corruption. As the 
Bulgarian constitutional court does not allow third parties to lodge appeals with the supreme 
administrative court, the petitioner's options for taking action at national level are extremely 
limited, and he therefore asks the European Parliament to take up the case.
The Commission is aware of the issues raised by the petitioner, which concern the swaps of 
privately owned forest land against publicly held forest land, and the subsequent change of the 
use of the swapped forest land to building land. The Commission understands that Bulgaria 
took measures in January and September 2009 to discontinue the legal possibilities that allow  
forest land to be swapped, and to change its use, respectively and that the Bulgarian public 
prosecutor is pursuing a series of criminal investigations in that matter. 
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As a response to complaints received, the Commission is investigating whether the now 
discontinued Bulgarian rules on forest swaps  and the subsequent change of land use gave an 
advantage to undertakings that can be considered to constitute state aid in the meaning of 
Article 107(1) of the Treaty on the Functioning of the European Union (TFEU). Any state aid 
granted without Commission approval following its notification to the Commission pursuant 
to Article 108(3) TFEU would constitute unlawful aid, unless it is exempted from the 
notification requirement on the basis of a block exemption adopted by the Commission in 
application of the Council Regulation (EC) No 994/98 of 7 May 1998 on the application of 
Articles 92 and 93 of the Treaty establishing the European Community to certain categories of 
horizontal state aid1, or constituted existing aid on the date of Accession of Bulgaria to the 
European Union. Pursuant to Article 14 of the Council Regulation (EC) No 659/1999 of 22 
March 1999 laying down detailed rules for the application of Article 93 of the EC Treaty2, the 
Commission would normally have to order Bulgaria to recover such unlawful aid provided it 
cannot be declared compatible with the Internal market, pursuant to the provisions of articles 
107(2) and (3) TFEU. 

Conclusions

The issues raised by the petitioner require a complex assessment. At this stage of its 
assessment, the Commission is unable to indicate the probable outcome.

5. Further Commission reply, received on 26 October 2011 (REV II)

As stated in its previous communication, the Commission is investigating whether the now 
discontinued Bulgarian rules on swaps of forest lands and the subsequent change of land use 
gave an advantage to undertakings that can be considered state aid in the meaning of Article 
107(1) of the Treaty on the Functioning of the European Union (TFEU). In particular, the 
Commission examines whether the lack of updates of the coefficients used for the calculation 
of administrative prices for the purpose of the abovementioned deals does not result in prices 
of plots being too far apart from market prices. Such situation would result in advantage to the 
private parties to the swaps.
On 29 June 2011 the Commission decided to open a formal investigation procedure (as laid 
down in Article 108(2) of the TFEU) in order to verify whether the swap deals are in line with 
EU state aid rules. The opening of a formal investigation procedure gives interested third 
parties an opportunity to comment on the measures under examination. It does not prejudge 
the outcome of the investigation.  

At this stage, the Commission cannot exclude that private companies that swapped their forest 
land against public forest land, under the Bulgarian law in force until 2009, may have derived 
a selective economic advantage from these swaps. The advantage may have appeared 

                                               
1 OJ L 142, 14.5.1998, p. 1-4
2 OJ L 83, 27.3.1999, p. 1–9
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especially in cases where the swapped public lands that became private were situated in prime 
locations, whereas the swapped private lands that became public were situated in more remote 
areas. Moreover, the status of some of the public plots that became private was allegedly 
upgraded, under urban planning rules, from forest to building land. This upgrade may have 
further increased the value of the plots
The Commission's decision was published in the EU Official Journal on 16 September 20111. 
Interested parties were invited to submit their comments to the Commission until 16 October 
2011.

The Commission investigation analyses the general rules governing the swaps in Bulgaria in 
order to determine whether this system procured a selective economic advantage, financed 
from State resources, to the beneficiary companies. If the Commission finds that the swap 
deals involved a hidden subsidy it will need to assess whether such aid is compatible with the 
EU state aid rules.
The Commission will close its formal investigation on the basis of comments received  and its 
own assessment by a final decision finding that the measures either constitute state aid in the
meaning of Article 107(1) TFEU or not. If the Commission finds that state aid is involved, it 
will decide on the compatibility of the aid with the internal market. If the Commission finds 
that the land swaps in Bulgaria involved incompatible aid, it shall order Bulgaria to recover 
the incompatible aid from the beneficiaries unless this would be contrary to a general 
principle of European law. The beneficiaries will then be required to pay back to the State 
budget the amount of the state aid received, together with the applicable interest. 
The petitioner also raised the issue of potential state aid in swaps of farmland. This issue is 
also being looked into by the Commission services in a preliminary examination. As the 
Bulgarian legal provisions applicable to farmland swaps are different from those applicable to 
forest swaps, the outcome of the investigation into forest swaps does not prejudge the 
outcome of its assessment regarding farmland swaps.

The Commission's state aid investigation is independent from the criminal investigations 
initiated in Bulgaria into the swap transactions. In January 2009, the Bulgarian Government 
prohibited the swaps of forest estates. Within its monitoring of progress in Bulgaria regarding 
justice reform, the fight against corruption and the fight against organized crime within the 
Cooperation and Verification Mechanism, the Commission also monitors the issue of land-
swaps.
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