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H1 1.7%

in GDP among the regions

in the country
I 400/ annual GDP growth

of GDP
messsssssssm  of the country

oon 27,000 4 85%
share of the service sector
of the Gross Value Added of Sofia

GDP per capita,
Population and labor market

more than double the national average
san 14,531

average annual gross salary for Sofia in 2015,

1 9 o/ the highest in the country
of the country’s population f O

(o) -
@®65% 25389

for Sofiain 2015.
share of working age population, level of unemployment,
compared to 61% for the country the lowest among the regions in Bulgaria

1213

million is the population of Sofia
in 2016 or

Labor market in Sofia Prepared by SeeNews for Sofia Investment Agency. www.seenews.com 3



A
l h mest  SOFia in Figures
ofia

Investments

€12.75m. 52%

in the non-financial sector Feh o
in Sofia at the end of 2015 or the country's

foreign direct investments
3. ; /0

b=l  annual growth

Companies*

112,000 1] 310,

of the output was from large companies
1 3 o 6 /O

(over 250 employees)
annual growth of their output

o share of the micro companies
O (up to 9 employees)

of the non-financial companies
reported net profit for the year

*2015 data

Labor Market in Sofia Prepared by SeeNews for Sofia Investment Agency. www.seenews.com 4



P
( ofia Highlights

At the end of the reported period, 19.0% of the population and 21.7% of the labor force of the
country were concentrated in Sofia. The highest employment rate in Bulgaria among the working
age population in 2016 was also registered in Sofia - 72.5%.

The employment rate reached 89.9% in the 35 - 44 age group.

The unemployment rate in Sofia throughout the period 2013 - 2016 steadily decreased, reaching
3.8%. The unemployment rate in Sofia was Far below that of all the other regions in the country
and the national average. The number of the registered unemployed at the labor offices in the
capital went down by more than 30% over the four-year reported period to reach 15,246 people
in 2016. Three people competed for each job vacancy in Sofia. This was more than three times
below the national average.

The educational structure of the labor force has improved - more than half of the employed have
a tertiary education degree. The share of the university graduates in Sofia continues to grow,
while the share of people with secondary, primary and lower level of education shrunk. The
factors contributing For this trends were the easy access to education in Sofia and the sectoral
structure of the economy, which required a more highly skilled labor force. Trade remained the
largest sector in number of employees in Sofia. ICT was the fastest growing sector with a growth
of 21.8% in 2016 compared to 2012.

The highest monthly salaries for Q1 of 2017 were registered in Sofia. The average salary For Sofia,
BGN 1,372, was nearly 70% higher than the national average. The pay gap between Sofia and the
rest of the country follows a trend of a steady increase.

The private sector dominated the structure of the economy in the capital, accounting for 79.5% of
all employed. The share of the private sector continues to grow, not only shrinking the share of
the public sector but causing a decrease in the total number of the employed in the public sector.

Sofia’s economic influence reaches far out of the administrative boundaries of the city. In regard
to daily labor migration, Sofia is an attractive labor Force center for daily commuters from nearby
towns and villages. Every day, 42,000 people commute to Sofia from neighboring regions. In addi-
tion, the daily labor commuters outflow was the lowest in the country as a share of the total labor
force.

The labor force in Sofia is charecterized by a high level of foreign language fluency. The most
common languages are English, German and Russian.

The labor market in Bulgaria and Sofia in particular benefits from the positive impact of various
initiatives to attract labor from foreign markets. The most popular is the EU Blue Card for highly
qualified third-country specialists. The number of the permits issued, while still extremely small
increased rapidly in 2015 and 2016.

Sofia has significant competitive advantages over Bucharest, Belgrade and Skopje in terms of
both pay levels and tax rates.
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Research methodology

This research analyzes the development of the
economy of the city of Sofia. Sofia’s economy is
the most important component of the national
economy, with GDP growth rates, investments
and number of labor force higher than the
national average for the period 2011 - 2016.

The research covers a wide range of labor market
data for the region of Sofia.

The datais related to the demographic conditions
in the city, employment, unemployment, labor
migration, regulatory framework, secondary,
higher and private language and software
education, as well as an overview of the largest
employers in Sofia.

The main objective of the research is to identify
the regularities in the development of the labor
market in Sofia and to provide reliable,
independent and comparable information. The
collected data has been analyzed and presented
in different sections in order to create a detailed
picture the labor market.

The data was obtained from primary and
secondary sources.

[ Y )

Primary sources include communication
with the National Statistical Institute, the
Employment Agency, the Regional Employment
Office - Sofia and specialized job search sites.
Information was received under the procedure for
provision of publicinformation under the Access to
Public Information Act.

Secondary sources include:

* National  Statistical Institute  and
publications of its territorial offices;
* Eurostat;

« Employment Agency;

« Ministry of Education and Science;

* Sofia Investment Agency;

* International studies on the
competitiveness of the economies and literacy of
students;

» Websites of language centers and private
software schools in Sofia

* Research of the qualification of the labor
force in Sofia and other major Bulgarian cities,
conducted by BluePoint in 2015;

* Media publications.
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Employment
In the second quarter of 2017, the number of period 2014 - June 2017. As of June 2017 the number
employed persons in the country totaled of employed men was higher by 191,000 compared
3,171,700, an increase of 5.5% compared to the to women.
end of 2016. In the Q2 of 2017 the overall employment rate
The gender ratio remained stable for the reached 52.2%, a record high value.

Employed persons and employment rates in Bulgaria by gender
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In the period 2014 - June 2017, some 80% of the country's employees were in the cities. Rural regions
accounted for 20 % of all people employed in the country. The employment rate for rural rates was flat for the
period 2014-2016, but as of mid 2016 an increase in the share of the employed people in rural areas was
registered.

Employed persons and employment rates in Bulgaria by place of residence
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The highest average annual growth, 12.6%, was The growth in all other age groups did not exceed
reported in the age group of 65 and over. 3.0%.

Number of employed persons in Bulgaria by age

2015
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H45-54
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Q22017

W65+
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Source: NSI

The 25-54 age group had a particularly high employment rate of about 80%.

Employment rates in Bulgaria by age
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The employment rates of university graduates The employment rate in the group was 58.8%. The
averaged around 70% and significantly outstripped subgroup having a secondary education and a
those of people with lower levels of education. professional qualification had an even higher
People with a secondary education comprised employment rate of 64.4%.

employed people in the country.

Employed persons and employment rates in Bulgaria by education degree
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The biggest number of people were employed in in the Bulgarian economy. Over 680,000 people were

the service sector. This can be explained with the engaged in the sectors of Trade and Security in the
high share (nearly 70% of GDP) of the service sector second quarter of 2017.

Number of employed persons in Bulgaria by occupation class

Jobs that do not require professional qualification
Plant and machine operators, and assemblers

Craft and related trades workers

Skilled agricultural, forestry and fishery workers

m2014
[
Service and sales workers 2015
m2016
Clerical support workers
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0 100,000 200,000 300,000 400,000 500,000 600,000 700,000 800,000

Source: NSI
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The structure of the employed persons by economic Another key sector was Manufacturing, which
activities was similar. Over half a million people employed almost 600,000 people towards Q2 of
were employed in the sector of Trade and Retail 2017.

(incl. car& motorcycle repair) alone.

Employed persons in Bulgaria by economic activity
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Source: NSI
The majority of employees in Bulgaria held a A total of 98% of the employed were working full

full-time job under an employment agreement or a time, and almost the same percentage were
services contract. employed under a labor contract.

Employed persons in Bulgaria by working time and type of contract
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Despite the slight fluctuations in the period 2014 - Towards the second quarter of 2017, the number of
June 2017, the share of the employed in the private people employed in the private sector grew by more
sector considerably outnumbered the share of the than 200,000 compared to 2014, while public sector
employed in the public sector. employees decreased by almost 30,000.

Employed persons in Bulgaria by forms of ownership and type of work
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Unemployment in Bulgaria

In parallel with the overall trends of economic The unemployment rate was at a historic nine-year
development in Bulgaria in the last several years, low of 6.3%. Unemployment was even lower for
the number of unemployed people in the country women - 5.7%. Male unemployment registered a
reached 213,900 in Q2 of 2017. This is the lowest slightincrease at the end of 2016 to reach 6.9% at the

value since the end of 2008. end of the period.
Unemployed persons and unemployment rates in Bulgaria by gender
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The majority of the people (64%) who were registered as unemployed lived in cities. However, the
unemployment rate in villages was twice as high, 5.2% compared to 10.2%.
During the reported period unemployment in both cities and rural areas was decreasing with a similar rate.

Unemployed persons and unemployment rates in Bulgaria by place of residence
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In terms of unemployed by age group, the most There was also a steady decline of registered
significant decline was registered in the age groups unemployed for all other age groups, albeit at a lower
of 55+ and 15-24. For both groups the rate.

unemployment rate was cut in half during the

period of three and a half years.

Number of registered unemployed in Bulgaria by age
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Labor market in Bulgaria

The period January 2014 - June 2017 was marked by
a continuous decrease in the number of
unemployed people and the unemployment rate in
all age groups. The only exception was the slight

increase from 5.5% to 5.7% for people aged 35 - 44
and from 5.2% to 5.7% for those aged 45 - 54 in the
first half of 2017. This can be attributed to seasonal
fluctuations in employment.

Unemployment rates in Bulgaria by age

15-24 25-34 35-44

Education level was the most reliable predictor of
the level of unemployment, with considerably
stronger correlation than both gender and age.
Unemployment rates for people with different
levels of education showed a high degree of
disparity.

m2014
m2015
m2016
mQ22017

45 -54 55+

Source: NSI

While for university graduates the unemployment
was 2.8% in Q1 and Q2 of 2017, for people with
secondary education unemployment for the same
period reached 5.4%. The unemployment rate
doubled for each subsequent lower level of
education.

Unemployed persons and unemployment rates in Bulgaria by education degree
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Assistance from relatives and friends was the most The share of unemployed using this method
commonly used job search method for the exceeded 70% over the reported period.
unemployed in Bulgaria for the period 2014 - June

2017.
Unemployed persons by means of job search
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50,000 m Seeking job positions announced in public
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0
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The most common reasons for leaving a job were Nearly 60% of the employees lost their jobs for these
layoffs, dismissals and completion of temporary or reasonsin Q2 of 2017.
seasonal work.

Unemployed persons by previous job and reasons for leaving
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At the end of the period, the number of long-term However, long-term unemployment still comprised
unemployed (two or more years) decreased by over the highest portion of the unemployed in Bulgaria
60,000 compared to 2014. and totaled more than 80,000 people.

Unemployed persons by duration of unemployment
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2015 Up to 5 months

6-11 months

= 12-23 months
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Source: NSI

No change was registered in the structure of The long-term unemployment rate of men continued
long-term unemployment by gender for the period to outpace that of women, although there was a
2014-2017. tendency towards equalization by 2016.

Long-term unemployment rate by gender
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Total labor costs covered by the
employer and social security

In 2015, the average total labor cost per worker At the end of the five-year period, social security
covered by the employer in Bulgaria amounted to contributions reached BGN 1 396 per employee, per
BGN 12 784 a year, which was an increase of 7.6% year, on average. The tax rate remained unchanged,
from 2014 and 28.1% from 2011. (NSI) amounting to 21.6%.

Structure of annual labor costs covered by the employer
14,000
12,000

10,000

8,000 ‘_//

Labor costs (BGN)

6,000

4,000

2,000

2011 2012 2013 2014 2015
e Total labor cost covered by the employer e GrOSS €ArNINGS
Social security contributions e TaXES
e Net earnings Source: NSI

Wage and salary costs formed the biggest portion of Social and health insurance costs formed the second
the employer costs, with a share of 81.74% of the biggest share of the total employer costs. Social and
total labor cost for employees under a labor healthcare costs accounted for 14.69% of all labor

contrats. (NSI) costs for employers, on average. By sector of
The wages and salaries share of the total labor costs economic activity, their share ranged from 20.56% in
varried significantly by sector of economic activity. Governmentto 11.42% in ICT.

The highest value of 86.11% was reported in the ICT The other three cost components were other social
sector. It was followed by the sector of Professional costs and allowances, with an average relative share
Activities and Scientific Research with 85.78%. of 1.97%, indemnities with 1.57% and social costs tax
The lowest share was in the sectors of Electricity and with 0.03%.

Heat Production and Distribution - 70.16% and

Mining- 72.47%.

Labor market in Sofia Prepared by SeeNews for Sofia Investment Agency. www.seenews.com 18
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Labor market in Bulgaria

Employer's labor costs per hour worked by employees under a labor contract in 2015

BGN

In 2015, the average labor cost of employers per
hour worked was BGN 7.50. It was BGN 8.77 in the
public sector and BGN 7.12 in the private sector.
The highest costs per hour worked were registered
in the Energy sector - BGN 16.53 and the lowest in
Hotel and Restaurant Services sector - of BGN 4.35.

Source: NSI

The costs in the public and the private sector differed
significantly. In the sectors of Energy, Mining,
Transport and Postal Services the cost per hour
worked was twice as high in state-owned enterprises
than in private enterprises. In the ICT as well as in
Professional Activities and Scientific Research, private
sector costs per hour worked were two times higher,
than in the public sector.

Employer's labor costs per hour worked by an employee under a labor contract in 2015
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The total labor costs per employed person under
labor contract amounted to BGN 12 888. In the
public sector the cost was BGN 14 538 on average
and in the private sector - BGN 12 369.

Total labor costs were the highest in the Energy and
the ICT sectors and were two times higher than the
national average. The lowest total labor costs were
registered in the sectors of Administrative and
Support Service Activities and Hotel and Restaurant
Services.

Labor market in Sofia
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Labor market demography

In 2016, the total employment rate in Sofia for ages
15 to 64 reached 72.5%. This was the highest
employment rate among all regions in the country.
Broken down by age groups, the highest
employment rate, 89.9%, was registered in the
35-44 age group.

The second higest employment rate, 87.1%, was
registered among the 45-54 age group, followed by
the 25-34 age group with 82.3%. The 55-64 age group
had an employment rate of 64.4%. The employment
rate registered in the 15-24 age group was 21.3%.

Labor force and economic activity rates (age 15 and over)

2016 704,100 360,000 344,200 62.1 67.2 57.5

2015 700,900 355,300 345,600 61.8 66.4 57.7

2014 693,200 352,900 340,300 61.1 66.0 56.8

2013 689,700 355,100 334,700 61.1 66.7 56.1

2012 678,300 350,800 327,400 60.1 66.0 54.8
Source: NSI

Main demographic and social indicators for Sofia

ndtor | | 20| 2015 | 2014 | 2013

Unemployed persons registered at the labor offices
asof 31.12.

Relative share of the population
aged between 25 and 64 years with university degree

Relative share of the population
aged between 25 and 64 years with secondary education

Relative share of the population
aged between 25 and 64 years with primary
or lower education

number 15,246 18,401 19,707 22,225
% 51.4 49.6 48.6 45.8
% 45.6 47.3 48.3 50.9
% 3.0 3.1 3.1 3.3
Source: NSI
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Overview of the labor market in Sofia

The number of employed people in Sofia has
been steadily increasing over the past five years to
reach 677,200 in 2016. The highest was the number
of people with higher education — 360 300.

There was a trend towards increasing the relative
share of the people with tertiary education driven
by the overall improvement of the educational
structure of the population in Sofia. For the period
2012-2016, the number of the employed who had a
tertiary education went up by 29%, while the
employed with completed secondary education
decreased by 10%, and those with primary or lower
level of education - by over 30%.

The key factors for this include the easier access to
higher education in Sofia, the restructuring of the
economy, and the fact that the major job creating
sectorsin Sofia require secondary or higher education
- ICT, Business Service Outsourcing and the high-value
added manufacturing activities typical for the region
of Sofia.

The highest employment rate in 2016 was registered
among university graduates in Sofia - 73.4%, followed
by people with secondary education and acquired
professional qualification - 67.5%, other secondary
education - 55.5% and primary and lower level of
education - 14.0%.

Average annual number of employees in Sofia by education level

800 000
700 000
600 000
500 000
400 000

200 000 I I
0

300 000
100 000
2012 2013
m Higher

The number of employed in Sofia reached 707,299
in 2015, increasing by 3.7% compared to 2011.
Compared to 2012, the weakest year of the period,
the growth was even higher - 4.9%.

The highest number of people were employed in
the sector of Trade and Retail - 146,522 people,
followed by Creation and Distribution of Information
and Creative Products and Telecommunications -
64,779 people and Manufacturing - 60,072
employed.

Information Technology and Communications (ICT)
was the fastest growing sector by number of
employees in the five-year reported period with a
growth of 21.8%.

2014 2015 2016

mSecondary = Primary or lower

Source: NSI

Other sectors with an increase over 10% were
Administrative and Support Service Activities and
Production and Distribution of Electricity, Heat and
Gaseous Fuels.

The Mining which employed the least number of
people in Sofia, was also the sector with the sharpest
drop in employment since 2011 - 24.5%.

The other sectors that recorded a significant drop in
number of employed were Hotel and Restaurant
Services, Real Estate Operations and Construction.

Labor market in Sofia
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Average annual number of employees under a labor contract by economic activities in Sofia

Economic activities 2013 2012
Total 707,299 696,588 679,356 674,504 681,915
Forestry and ﬁshing 1,748 1,847 1,691 1,719 1,761
Mining and quarrying 469 543 550 538 621
Manufacturing 60,072 59,226 59,743 59,628 62,664
Electricity, gas, steam and air conditioning supply 8,478 8,178 7,856 8,010 7,695
\r’\e/f;i;?:t?grl‘y;z;ﬁirjfe’ waste management and 8,417 8,209 8,226 7,675 8,468
Construction 43,847 42,420 41,143 43,336 45,946
Trade and retail 146,522 144,951 138,579 139,648 143,691
Transportation and storage 48,152 47,096 46,904 46,702 48,559
Accommodation and food service activities 29,273 29,581 30,746 31,065 31,698
Information and communication 64,779 59,660 58,011 55,883 53,172
Financial and insurance activities 40,479 41,527 38,819 38,487 38,730
Real estate activities 10,295 10,291 10,202 10,321 10,991
Professional and scientific activities 48,080 46,854 45,448 46,071 44,979
Administrative and support service activities 59,957 60,519 56,855 54,508 53,415
Public administration 38,437 38,473 38,432 38,513 37,170
Education 36,448 36,261 35,291 33,978 34,214
Human health and social work activities 34,773 34,448 34,629 32,994 32,606
Arts, entertainment and sports 11,679 11,242 11,125 11,012 11,039
Other activities 15,394 15,262 15,106 14,416 14,496
Source: NSI

In the region of Sofia 79.5% of all employed were The highest share of private sector employees was
employed by the private sector. reported in the Trade and retail sector - 99.7%.
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Economic activities 2014
Total 562,050 550,391 533,165 529,536 535,033
Forestry and fishing 1,522 1,625 1,475 1,494 1,497
Mining and quarrying 453 530 537 528 608
Manufacturing 59,151 58,119 58,337 58,363 61,473
Electricity, gas, steam and air conditioning supply 4,267 3,850 3,792 3,777 3,664
Water supply, sewerage, waste management and
remediation activities 6,945 6,748 6,865 6,734 7,059
Construction 42,895 41,399 40,222 42,031 44,784
Trade and retail 146,151 144,629 138,245 139,328 143,518
Transportation and storage 24,882 23,576 23,048 23,338 23,179
Accommodation and food service activities 28,398 28,719 29,870 30,006 30,125
Information and communication 61796 56,645 54978 52,821 50,116
Financial and insurance activities 38,820 39,945 37,248 36,918 37,164
Real estate activities 9,459 9,543 9,525 9,597 10,202
Professional and scientific activities 40,106 38,609 37,024 37,331 36,235
Administrative and support service activities 58822 59217 55927 53,034 51,643
Education 4,832 4,801 4,445 4,279 4,157
Human health and social work activities 10,452 10,002 9,457 8,489 8,070
Arts, entertainment and sports 7,973 7,488 7,371 7,296 7,319
Other activities 15,126 14,946 14,799 14,172 14,220
Source: NSI

The share of the employed in the public sectorin 2015 was 21.5%, or four time lower than that of the private
sector. It was mainly concentrated in the sectors of Government and Education.
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Average annual number of employees under a labor contract in the public sector by economic activities in Sofia

Economic activities

Total 145,249 146,197 146,191 144,968 146,882
Forestry and fishing 226 222 216 225 264
Mining and quarrying 16 13 13 10 13
Manufacturing 921 1,107 1,406 1,265 1,191
Electricity, gas, steam and air conditioning supply 4,211 4,328 4,064 4,233 4,031
Y\ek:;zrdf:t?;):‘y;z:\:;’:::f,e' waste management e 1,472 1,461 1,361 941 1,409
Construction 952 1,021 921 1,305 1,162
Trade and retail 371 322 334 320 173
Transportation and storage 23,270 23,520 23,856 23,364 25,380
Accommodation and food service activities 875 862 876 1,059 1,573
Information and communication 2,983 3,015 3,033 3,062 3,056
Financial and insurance activities 1,659 1,582 1,571 1,569 1,566
Real estate activities 836 748 677 724 789
Professional and scientific activities 7,974 8,245 8,424 8,740 8,744
Administrative and support service activities 1,135 1,302 928 1,474 1.772
Public administration 38,437 38,473 38,432 38,513 37,170
Education 31,616 31,460 30,846 29,699 30,057
Human health and social work activities 24,321 24,446 25,172 24,505 24,536
Arts, entertainment and sports 3,706 3,754 3,754 3,716 3,720
Other activities 268 316 307 244 276

Source: NSI
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Overview of the labor market in Sofia

Professions not requiring specific qualification

Plant and machine operators, and assemblers

Craft and related trades workers

Skilled agricultural, forestry and fishery workers #2011
g 12012
v
m2013
g Trade and retail, services
® 52014
[oN
g Clerical support workers #2015
(@)
Technicians and associate professionals
Professionals
Managers
0 40,000 80,000 120,000 160,000
Source: NSI

In Q2 of 2017, the number of employed people in This was the lowest share of men employed since the
Sofia was 701,300. A total of 50.3%, or 352,800, beginning of 2015, caused by the slower increase in

were men and 49.7%, or 348,600, were women. male employment compared to female employment.
Number of employed persons by gender in Sofia
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Source: NSI
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Overview of the labor market in Sofia

Unemployment in Sofia

According to the Employment Agency, the number
of the registered unemployed in Sofia was 15,246 as
of December 2016. Of them, 2,113 were aged 29
years or less. Of them, 866 have been registered as
unemployed for over a year.

In Sofia, three people competed for each job
opening registered with the Employment Agency
Labour Bureaues. This was the highest job to
applicant ratio among all regions in the country and
almost three times below the national average.

The unemployment rate in December 2016 was
2.3%, unchanged from the previous month and
again, the lowest in the country.

The increased economic activity in the capital
continued to push the labor market to a point of
saturation.

The percentage of university graduates and
specialists registered as unemployed remained high.
This was not due to structural unemployment, but
was a very short-term or frictional unemployment.

By the end of 2015, a total of 18,000 unemployed
were registered in the labor offices in Sofia. More
than 40%, or 7,500 of them had higher education and
33%, or 6,000 had secondary vocational education.
Nearly 60%, or more than 10,000 of the registered
unemployed were specialists, mainly in the fields of
services, transport, economy and law.

More than 10% of the unemployed (2,000 people)
had a technical background.

Labor market trends

Sofia was the area with the largest labor force in the
country-in 2016, the average annual number of labor
force aged 15 and over was 704,100 or 21.6% of the
total labor force in Bulgaria. Considering the growth
rate of the labor force in the capital, its share in
Bulgaria’s total labor force is expected to increase in
the next three years.

Labor force in Sofia
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The economic activity rate in Sofia was the highestin Broken down by gender, the economic activity in
Bulgaria - 62.1%, compared to the average for the Sofia was the highest in the country for both men
country - 53.3%. (67.2%) and women (57.5%).

Employed persons in Sofia

690,000
680,000
670,000
660,000
650,000
640,000
630,000
620,000
610,000
600,000

2011 2012 2013 2014 2015 2016

Source: NSI

The number of unemployed in the capital reached already below the natural rate of unemployment. It is

its lowest value in the last six years, being expected to remain stable at that level.
Number of unemployed people in Sofia

60,000
50,000
40,000
30,000
20,000
10,000

0

2011 2012 2013 2014 2015 2016
Source: NSI
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People out of the labor Force in Sofia
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The number and relative share of the population of in the region rose by 81,000 and their share grew
Sofia aged 15+ with higher education continuously  from 40% to 60%. As of 2014, people with a tertiary
increased in the period 2011 - 2016, while the education degree comprise the biggest portion of
number of people with secondary, primary and  Sofia’s labor force. Their share is expected to keep
lower level of education went down. During the increasing over the next three years.

five-year period, the number of university graduates

Population aged 15 and over by education level in Sofia (Population aged 15 and over)

2016 2015 2014

344,500 328,400

360,300

= University degree ~ =Secondary * Primary or lower

2013 2012 2011

305,100 279,100 279,200

Source: NSI
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Overview of the labor market in Sofia

Economic activity rate, employment and unemployment rates in Sofia
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625
62.0
615
610
605
600
595

590

585
2011

2011

2012 2013

2012

2013 2014 2015 2016

Labor migration in Sofia

rate % Unemployment rate %
9.0
80
70
60
50
40
30
20
10

0.0

2014 2015 2016 2011

2012

2013 2014 2015 2016

Source: NSI

According to 2011 census data, Bulgaria had more than 400,000 daily labor migrants.

Structure of daily commutes to work by direction
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®Commutes inside the region (%)

Sofia is an attractive labor force center. The highest
relative share of daily commutes (people traveling
outside their region of residence for work) in
Bulgaria was registered in Sofia region and the
neighboring city of Pernik. In both regions every
third employee was commuting for work, mostly to
the city of Sofia. According to experts, role of the
city of Sofia capital as a center of daily labor
migration is also strengthened by the significantly
better road and rail infrastructure compared to the
rest of the country, where insufficient infrastructure
is one of the reasons for overall low labor mobility.

B Commutes outside the region (%)

Source: NSI - Census, 2011

The other factor behind the big difference in the
positive labor migration in Sofia and the rest of the
country is the economic impact it has on towns and
villages in neighbouring regions, combined with
Sofia's relatively small area, which facilitates
traveling.

Regarding the distribution of the daily labor
migration, Sofia city ranked first with a strong positive
migration of over 40 000 daily commuters. Second
and third were Sofia region (the area surrounding the
capital city) and the city of Pernik, both with a
significant labour outflow towards Sofia. In Sofia
region 15,125 people traveled to work, and in Pernik
region-10,983 people.

Labor market in Sofia
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The other regions in the country were characterized by a higher share of daily traveling to work within the
region, compared to traveling between the regions. It varied from 53.9% in Sliven region to 93.4% in Burgas.

Increase in the number of employed as a result of daily commute
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People who work in their place of residence
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Daily labor commuters per 1,000 employees
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Sofia had the lowest rate of commuters - 24.1%o. It had also the lowest rate of daily commutes for the
purpose of education.
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The main legislative act governing the rights and
obligations of employees in Bulgaria is the Labor
Code.

Amendments and supplements to the Labor Code
introduced in 2016 established new grounds for
dismissal, namely the eligibility for reduced pension
if the employee receives a reduced pension at
retirement age.

In 2015, flexible working hours were officially
introduced in the country, stipulating that if an
employee works less than the usual daily working
hours in one day, they may work longer than the
mandatory working time on another day to
compensate the hours. Flexible working hours are
determined by the employer. According to the
Labor Code, each employer has the exclusive right
to determine the organization of working time by
using the various forms of distribution and
attendance of working time.

The Labor Code amendments of July 2015
introduced for the first time one-day contracts that
can only be concluded for activities within the
Agriculture sector and do not require special
training for employees and workers. The time spent
on employment under such contracts is not
recognized as length of service.

Changes in the Labor Code in 2014 introduced new
grounds for employment contracts for internships.
The legal definition of internship is on-the-job
training, which includes work under the direction of
an employer or an appointed mentor in order to
acquire practical skills in the particular profession.
Internship agreements may be concluded for a
period of at least six months and not more than 12
months and may be terminated by either party with
a 15-day notice. The internship agreement is a labor
contract.

In 2014, legislative changes formalized dual
vocational training in Bulgaria.

Labor market in Sofia

The main legislative acts regulating the labor market
relations are:

The Labor Code - last updated in December 2016 -
regulates the employment relationship between
the employee and the employer, as well as other
relations directly related to them.

Civil Servant Act - in force as of 27.08.1999 -
regulates the occurrence, content and termination
of official relationships between the state and the
civil servant in and on the occasion of performance
of a civil service, unless otherwise provided in a
special law.

Employment Promotion Act - in force as of
01.01.2002 - regulates the public relations in the
promotion and retention of employment,
vocational guidance and training of adults,
mediation of information and employment in the
Republic of Bulgaria and other countries of
Bulgarian citizens, citizens of another Member State
of the European Union, of countries under the
Agreement on the European Economic Area or the
Swiss Confederation.

Settlement of Collective Labor Disputes Act
(October 2015) - this Act regulates the order of
settlement of collective labor disputes between
workers and employers on labor and social security
issues and living standards.

Health and Safe Conditions of Work Act -
(October 2015) - regulates the rights and
obligations of the state, the employers, the
employees, the employee representatives on safety
and health at work, the persons who work on their
own account independently or in partnership, and
other organizations and legal entities to ensure
healthy and safe working conditions.
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Workers' Guaranteed Claims in Case of
Employer's Insolvency Act - (December 2016) -
this Act regulates the conditions under which
employees are entitled to guaranteed claims arising
from employment relationships in case of
employers' insolvency, the creation, functions and
activities of the Guaranteed Employee Benefits
Fund and the order for payment of the guaranteed
claims of the employees resulting from employment
relationships in case of insolvency of the employer.

Information and Consulting of Employees and
Employers in Multinational Enterprises,
Enterprise Groups and European Companies Act
- (October 2011) - regulates the terms and
conditions for the establishment and functioning of
a European works council or a procedure for
informing and consulting the workers and
employees in multinational enterprises and
enterprise groups and employee participation in the
activities of the European Trade Union and the
European Cooperative Society.

Labor Inspection Act - (July 2017) - this Act
regulates the functioning of the national system for
labor inspection, the types of control activities
included in the labor inspection, the way of
interaction between the state control bodies
performing labor inspection.

Decree on the Adoption of the Uniform
Classifier of Positions in the Administration, the
Ordinance on the Application of the Classifier of
Positions in the Administration, the Ordinance
on Salaries of the Employees in the State
Administration, the Ordinance on the Conditions
and Procedure Ffor Evaluation of the
Performance of the Employees in the State
Administration and the Ordinance on Job
Descriptions of the Civil Servants - (June 2012)-
approves the classifier of the positions

Labor market in Sofia

in the administration, an ordinance on the
application of the classifier of the positions in the
administration and ordinance on salaries of
employees of the state administration, ordinance on
the conditions and procedures for evaluating the
performance of employees in the state
administration and ordinance of job descriptions of
civil servants.

Regulation of the Implementation of the People
with Disabilities Integration Act - (August 2013)-
regulates the tracking of the number and analysis
the socio-economic status of the people with
disabilities, planning of activities and measures on
meeting the needs of education, medical and social
rehabilitation and integration.

Rules of Procedure of the General Labor
Inspectorate Executive Agency - (January 2014) -
the Rules regulate the activity, composition,
structure, functions and organization of work of the
General Labor Inspectorate Executive Agency with
the Minister of Labor and Social Policy.

Regulation on the Implementation of the Labor
Migration and Labor Mobility Act - (June 2017)-
the Regulation governs the implementation of the
Labor Migration and Labor Mobility Act (LMLMA)
with respect to the terms and conditions for
granting, extending, refusal and revocation of the
written decision of the Executive Director of the
Employment Agency for access to the labor market
of third country nationals.

Labor Migration and Labor Mobility Act - (April
2016) - This Act governs the regulation of labor
market access for third country nationals, including
self-employment; the exercise of the right to free
movement in the Republic of Bulgaria of workers
who are nationals of another Member State of the
European Union, of countries under the Agreement
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on the European Economic Area or of the Swiss
Confederation; the employment of Bulgarian
citizens in their free movement within the European
Union and the European Economic Area; the
bilateral regulation of employment with third
countries - both Bulgarian nationals on their
territory and their citizens in the Republic of
Bulgaria.

Recognition of Professional Qualification Act -
(February 2008) 08.02.2008 - regulates the terms
and conditions for recognition of professional
qualifications acquired in other EU Member States
and in third countries.

Ordinance on the Conditions and Procedures for
the Issuance of Certificates Related to Acquired
Professional Qualification on the Territory of
the Republic of Bulgaria - (September 2016) -
determines the conditions and the procedure for
issuing of certificates related to acquired
professional qualification on the territory of the
Republic Bulgaria, necessary for access to or pursuit
of aregulated profession on the territory of another
Member State.

Business regulatory framework

The establishment and operation of companies in
Bulgaria is regulated by the Commerce Act.
Depending on the legal form, the procedure for
registration of a company in Bulgaria varies.

Procedure for registration of companies in Bulgaria-steps, fees and timeline

Procedure Time required (days) Fees
Execution of the Minutes of the Constituent Meeting

1 day none
Obtaining a notarized statement of consent,
specimen and signature of the manager and
a certified copy of the articles of incorporation 1day e
of the company
Deposit the subscribed capital in the bank 1 day BGN 10-30
Registration with the Commercial Register 5 davs BGN 55 for online registration;
at the Registry Agency y BGN 110 for paper application
Registration for VAT 12 days none
Registration of fiscal device (cash register) Tdaye BCN 50-200
Registration of a commercial establishment 7 days none

of the company

In 2011 Bulgaria reduced the minimum capital

In 2013, and again in 2015 the registration costs and

requirement from BGN 5000 to BGN 2 in an attempt fees were reduced.

to facilitate new business establishment.
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Main tax indicators in Bulgariain 2017

Total
tax burden
(% of profit)

Number Tax rate

Tax / Fee
/ of instalments

Statutory tax rate

Corporate tax

Social security contributions

Municipal service fees
(waste collection fee) —Sofia

Registration fee for transfer of property

Property tax

Vignette

Vehicle tax

Insurance premium tax

Value Added Tax (VAT)

Final / one-off tax on certain costs

Fuel taxes

Paid employee - social security contributions

Total

14

10%

17.8%-18.5%

BGN 1340 + 0.364% of the
property value

Notarial fees in the amount
of BGN 6 000 + 0.1% of the
sale price

0.19%

BGN 1300

BGN 296,
discounts are possible

2.0%

20%

10%

12.9%

Taxable
income

Gross salary

Tax value
of the land
and the building

The higher of the

tax value and the

agreed property
value

Tax value of the
land and the
building

Type of vehicle

Per truck

Insured amount

Added value

Gross costs

Included in the
fuel price

Gross salary

5.02

20.19

0.76

0.52

0.26

0.21

0.05

0.02

27

Labor market in Sofia
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Blue Card - Overview

The European Union Blue Card is a work permit
entitling its holder, who is not a national of an EU
Member State, to reside and work on the territory of
the EU country, where the Blue Card was issued.

The basic conditions for issuing a Blue Card include:

+ a valid employment contract or a binding job offer
for at least one year;

* the offered salary is at least 1.5 times higher than
the average annual gross salary in the respective EU
country;

« 3 valid travel document and a visa, if required.

Approved applicants receive an EU Blue Card with a
standard validity of one to four years, depending on
the respective EU country or the duration of the
employment contract. After 18 months of legal
residence, the EU Blue Card holder has the right to
move to another EU country.

Permits type Blue Card issued by the Ministry of Interior

The ICT sector, attracts the biggest number of EU
Blue Cards holders in Bulgaria, followed by engineers
and managers.

For the first six months of 2017, EU Blue Cards in
Bulgaria were issued to a total of 100 Foreign
citizens from 11 non-EU countries. The largest was
the share of citizens from Ukraine, followed by Russia,
China, India, Macedonia and the USA. A total of 65 of
the permits issued were for positions in the ICT
sector, included in the List of Professions for which
there was a shortage of highly qualified specialists.
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A total of 195 people received a permit to exercise
highly qualified employmentin Bulgaria through the
EU Blue Card in 2016. The citizens of Russia, Ukraine,
Serbia, Macedonia, the USA, India and China
predominated. In addition, specialists from Turkey,
Albania, Armenia, Kazakhstan and Pakistan have also
been recruited in recent years.

Atotal of 113 of the issued permits were for positions
in the ICT sector, and the rest were for engineers,
economists and financiers. The structure of the
employed by Blue Cards was similar for the previous
three years.

Decisions of the Employment Agency concerning the exercise of highly qualified employment
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Initiatives to attract labor force
from foreign markets

Bulgaria faces a lack of skilled labor force for certain
professions. The regimes for work of foreign
nationals from third countries in Bulgaria are two:
for seasonal employment of up to 90 days and for
permanent employment. In order to attract workers
from non-EU countries, in June 2017 Bulgaria
facilitated the procedure for registration of
seasonal (up to 90 days) workers. The employer is no
longer required to provide proof of education,
professional qualification and experience before
the Employment Agency.

The new procedure is only applicable for seasonal
employees of up to 90 days within one year. The
new procedures are expected facilitate the
attraction of workers for the Tourism sector.

||
= Rejected requests
B Withdrawn requests
= [ssued permits
2015 until
30.09.
2016

Agency of Employment

Another initiative was the elimination of the market
test in 2016. The test helped the employer to prove
that there was no suitable qualified candidate on the
Bulgarian labor market for the respective position at
the moment, before employing a third-country
employee.

European incentives to attract
third-country labor force and
potential labor force

from external markets

Citizens of EU Member States and countries from the
European Economic Area and Switzerland are entitled
to work in Bulgaria. Citizens of Non-EU countries will
require a work permit.
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Irrespective of nationality, family members of EU
citizens who have the right of residence or the right
of permanent residence in a Member State can start
work or be self-employed there.

Subsidized employment, recruitment through
subsidized measures, programs, schemes and
projects are based on the Employment Promotion
Act. Subsidized employment is funded by the state
budget.

European legislation which regulates the measures
to promote the recruitment of third-country
workers comprises:

« Directive 2014/66/EU of the European
Parliament on the conditions of entry and residence
of third-country nationals within an internal
corporate transfer

« Directive 2014/36/EU of the European
Parliament on the conditions of entry and residence
of third-country nationals for the purposes of
employment as seasonal workers

« Directive 2014/54/EU of the European
Parliament on measures to facilitate the exercise of
rights granted to workers in the context of free
movement of workers.

In the field of policy of integration of foreign
nationals - citizens of third countries, the legal and
administrative instruments for their admission, as
well as other legislative and administrative
measures related to integration in the society of
such legally residing in Bulgaria citizens and their
family members, are being developed. In the 2014 -
2020 programming period, the Asylum, Migration
and Integration Fund of the EU was established to
finance this policy, replacing the European Fund for
Integration of Third-Country Nationals.

The potential labor force sources for the Bulgarian
economy from foreign markets include four main
categories. Bulgarian citizens living abroad and
specialists from Southeast European countries that
are not members of the European Union and are
covered by the Blue Card are the main source for
highly qualified specialists. The leading sources for
seasonal workers in the summer tourism are Ukraine
and Moldova. The refugee flows from Africa and the
Middle East are also a potential source.

Labor market in Sofia Prepared by SeeNews for Sofia Investment Agency. www.seenews.com 42



~r——

T ~ —
S

! T ] D) Tk ety | B

[ 1/ ]
2] 0 {ooooood oo oo oo e
LT T -




Remuneration

i
(\SOF ia

Remuneration -
statistical data and trends

The average monthly salary of employed persons
under a labor contract in Sofiain Q1 of 2017 was BGN
1 372, which was the highest among all regions and
69.3% above the national average. The average
monthly salary in Sofia was 42.5% higher than the
second highest average monthly salary by region in
Stara Zagora.

Average monthly salary of employees under a labor contract

In the period January 2014 - March 2017, differences
in payment levels between the capital and the rest of
the country were increasing steadily. For example, in
2014 the average salary in Sofia was 60 % higher than
the national average. This shows an increase of nearly
10% by the end of the period. The trend is expected
to continue.
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==Sofia (city)

The average annual gross salary of employees under a
labor contract in Sofia amounted to BGN 14 531 in
2015. The ICTsector offered the highest gross salary -
BGN 26 773. Second came the Financial and Insurance
Activities sector with BGN 21 879 and Professional
Activities and Scientific Research with BGN 18 781.

== National average

Source: NSI

In terms of annual growth in 2015, the leader was the
sector of Agriculture, Forestry and Fishingwith 16.4%,
followed by Administrative and Support Service
Activities with 13.3%. Two economic activities -
Mining and Culture, Sports and Entertainment -
recorded a decrease in the average annual gross
salary, by 7.6% and 1.2% respectively.

Labor market in Sofia
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Average annual gross salary of employees under a labor contract by economic activities in Sofia
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The average salary in the private sector grew at a rate
faster than that in the public sector - 8.1% compared
to 4.0%.

The average annual gross wage in the public sector
was BGN 13 622 in 2015, which was below the
national average. The growth of public sector gross
wages slowed for a third consecutive year and is now
the lowest since 2011.

Remuneration in the private sector increased at a
higher rate in 2015 compared to the year before -

r 120%

F 10.0%

r 8.0%

F 6.0%

- 4.0%

r2.0%

Average annual growth (%)

r 0.0%

® Average annual growth 2011-2015 (%)

Source: NSI

an annual growth of 8.1% compared to 5.3%. This was
also the highest value throughout the period of the
research. This growth was mainly due to the two-digit
percentage increase in the economic activities with
the lowest salaries - Agriculture, Forestry and Fishing
as well as Administrative and Support Service
Activities. The only sectors, recording a decrease of
the average annual gross salary in the private sector
in 2015 were Mining and Culture, Sports and
Entertainment.

Average annual gross salary of employees under a labor contract by economic activities in Sofia - Public sector
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Average annual gross salary of employees under a labor contract by economic activities in Sofia - Private sector

BGN

M Average annual gross salary (BGN)

An analysis of the salary structure on a national level,
conducted by the NSI every four years, shows a
correlation between employees age and salary. In
2014, the highest average salary was received by
employees aged 30 -39 years. It was 8.0% higher than
the national average. Second came employees ages
40 - 49 with 4.0% above the national average. All
other age groups received salaries below the national
average. The lowest paid were the employees under
20 years, 40% below the national average. Compared
to a previous research from 2002, there is a constant
trend for young people to receive higher
remuneration, whereas those aged over 50 see a
steady decline in payment.

Comparison with competitive markets

Sofia has a number of advantages compared to other
major cities in the region - Belgrade, Bucharest,
Skopje and Thessaloniki.

The leading advantage of the Bulgarian capital is the
10% direct tax (corporate and personal income tax)
which are the lowest in the region, together with
Macedonia.

The total insurance burden in Bulgaria was 31.4% of
the gross salary as of March 2016, while in Greece,
Serbia and Romania it was significantly higher.

r120%

r10.0%

- 8.0%

- 6.0%

r 4.0%

r2.0%

Average annual growth (%)

+ 0.0%

Source: NSI

® Average annual growth 2011-2015 (%)

The average gross salary in Sofia is comparable with
the salaries in the other cities in the region, excluding
Thessaloniki, where it is more than two times higher.

In March 2017, the average gross monthly salary in
Sofia before tax and social security amounted to BGN
1413 or EUR 722. By contrast, in Belgrade it was EUR
678 and in Plovdiv, Bulgaria’'s second biggest city, it
was EUR 468. In 2016, the average gross monthly
salary in Sofia was EUR 663 which was more than two
times lower than in Thessaloniki (EUR 1 455), but
higher than Belgrade (EUR 647), Bucharest (EUR 627)
and Skopje (EUR 526).

The highly skilled labor force will continue to quickly
attract investments in the growing ICT sector, the
outsourcing of business services and some industrial
activities with relatively high added value. A major
constraint to further expansion of the IT industry and
the digital economy is the shortage of suitable
technical and engineering specialists, which forces
companies to make significant investments in training
or recruiting staff from competing companies.

Labor market in Sofia

Prepared by SeeNews for Sofia Investment Agency. www.seenews.com 46






ofia

£ N
‘ \Sinves't

The Labor force analysis is based on its educational
structure, according to the official statistics of NSI,
MES and Eurostat. Thus, highly qualified specialists,
who work at lower positions or occupy positions in
economic activities other than their field of
education, are part of the analysis.

The total number of students in Bulgaria in 2015 was
266,707. The highest number was registered in Sofia
- 109,757, or 40% of all students in the country,
according to Eurostat. Second came Plovdiv with 39
310 students, followed by Varna with 30,692, Veliko
Tarnovo with 14,109 and Blagoevgrad with 12,397.

The share of women in the student population in
Sofia was higher than that of men - 56,554 women
compared to 53,203 men.

The number of university students in Sofia dropped
by 5.3% from 2013.

Compared to cities in neighbouring countries, Sofia
had the second largest number of students after
Bucharest, which had 125,345 students (Eurostat,
2014), but ahead of Zagreb and Thessaloniki. There

was no data available for the Serbian capital Belgrade.

In terms of number of students per 1,000 people, in
2015, Sofia, with 89 students, was three times above
the national average of 37 students per 1000 people.
However, the capital was behind some of the smaller
university towns in the country such as Veliko
Tarnovo, Blagoevgrad and Plovdiv.

The relative share of the population in Sofia with
higher education was 51.4% in 2016, an increase from
2015 when university graduates in Sofia were 49.6%
of the population. Over the last three years, the
number of university graduates has been growing
steadily, outnumbering those with secondary
education, to become the largest group in Sofia.
There was a positive trend in the relative share of the
population with higher education for the period 2011
- 2016, which recorded a significant increase by
almost nine percentage points, or more than two
times faster than the total indicator for the country.

Labor market in Sofia

In 2016, the relative share of the population in Sofia
with secondary education was 45.6%, keeping the
tendency of slight decrease in this group compared to
previous years. The share was the highest in 2012 -
52.4%.

The relative share of the population with primary and
lower education in Sofia steadily decreased during
the reported period and remained at 3.0% in 2016,
almost two times lower thanin 2011.

Although at a much lower level, the change of the
educational structure in the country is in line with the
described trends in the capital. For the whole country,
the relative share of the population with higher
education was 27.5% for 2015, growing throughout
the entire period since 2011. The population with
secondary education was 54.4%, showing a slight
decrease for the period 2011 - 2015, while the share
of people with primary education was 18.1%, also
marking a downward trend compared to the previous
years.

According to data from the State Agency for
Bulgarians Abroad, cited in a report of the National
Audit Office, the number of Bulgarian students
abroad totaled some 30,000 at the end of school year
2015 - 2016. The highest number of Bulgarian
students was registered in Germany - 7,326, followed
by Great Britain - 6,355, the Netherlands - 1,600,
France - 1,318, USA - 1,171, Italy - 1,000 and Spain -
800.

The data on the number of Bulgarian students in
Austria was inconsistent - according to the State
Agency for Bulgarians Abroad, they were over 4,000
people, half of them studying in Vienna.
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According to data from education advisory agency
Integral for 2015 the Bulgarian students studied
mostly in the UK - 6,341, followed by Germany - 6,186,
Austria - 1,566, the Netherlands - 1,563, France -
1,400, the United States - 1,190, Denmark - 1,113.
Between 600 and 900 Bulgarian students studied in
Italy, Greece and Spain and between 60 and 300 - in
Canada, Belgium and Sweden.

According to the Organization for Economic
Cooperation and Development (OECD), the highest
number of Bulgarian students in 2012 was recorded
in the UK - 7,405 and Germany - 7,195, followed by
Austria, France, Spain and the Netherlands - with
about 1,700 Bulgarian students each.

In 2017 Germany and the Netherlands were the most
desired destinations among the Bulgarian secondary
school graduates. The Netherlands registered a 25%
increase in the number of candidates compared to
the year before. According to experts, in 2016
between 10,000 and 12,000 Bulgarians continued
their education abroad, as nearly half of them
returned to Bulgaria. In recent years there has been a
positive trend and the number of graduates returning
to Bulgaria. In 2015, over 17% of the Bulgarian
secondary school graduates continued their
education abroad, compared to 15% a year earlier.
According to expert assessments, as of 2014, a total
of 2,000 Bulgarians per year leave for the UK to study
bachelor's programs and another 800 - master's
programs.

According to data of the Ministry of Interior and the
Employment Agency, 11,554 Bulgarians with higher
education were working abroad in the period from
2011 to September 2016.

Labor market in Sofia

For the same period, in addition to the EU Blue Card
permit holders, another 1,795 foreigners with
completed higher education received access to the
labor market of the country.

Permits for highly qualified employment issued by
the Employment Agency are mainly for engineering
professions, computer equipment, programmers,
economists, lawyers and managers. These specialists
come from Russia, India, Turkey, Macedonia, Ukraine,
Armenia, Albania, Serbia, Canada, South Africa, the
USA, Pakistan.

There is no official information about those Bulgarian
citizens who have graduated abroad and have
returned to Bulgaria. According to statistics of the
National Center for Information and Documentation,
within the system of the Ministry of Education and
Science for the period January 2011 - June 2016 the
recognized diplomas for acquired higher education at
foreign higher schools by Bulgarian citizens totaled
1,981. Data on how many of these people have
started work in Bulgaria has not been collected,
despite the fact that this would provide additional
information on the process of returning of highly
qualified Bulgarians to the country. According to
information of the National Social Security Institute,
more than 70% of the 1,133 Bulgarians who legalized
their foreign higher education diplomas from the
beginning of 2013 to June 2016 were insured, which
means they were working in the country. Half of them
were working at positions requiring higher education.
The highest number of recognized diplomas were for
degrees in Business Administration, Economics,
Finance, Management, International Relations, Law
and Languages. From the recognized qualifications
those for engineer, professor and economist
predominated.
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Bulgarians returning from abroad who will work in Bulgaria

578
@ 2013

465

@ 2011 2012

According to the Identity for Bulgaria Foundation, in
2014 alone, a total of 1,500 young Bulgarians from 41
countries returned to Bulgaria.

Overview of the labor
Force with engineering,
technical and mathematical skills

According to a labor force research by Colliers
International and the Automotive Cluster Bulgaria,
the country is a popular destination for foreign
companies. Among the leading reasons for that (cited
by 9.0% of the respondents) is that employees have a
good knowledge of mathematics and engineering. In
terms of mathematical and engineering knowledge,
Bulgaria participates and often wins medals in many
international scientific competitions and Olympiads.

The Skills Panorama research from 2016 conducted
by the European Center for the Development of
Vocational Training (CEDEFOP) according to data
provided by the European Commission, showed that
for the last three years, the professions with the
greatest shortage of labor force in Bulgaria included
specialists within IT, finance, engineering and
mathematics.

The divergence in demand and supply of labor force
with qualifications and skills in the field of
information technologies in 2016 was estimated at a
shortage of 20,000 ICT specialists on the labor
market. According to experts, they would add value
of more than 2.0% to the state budget.

N X

@ 2014

L

202

2015 @ 2016

*The data is for the first half of the year

278

Source: National Information and Documentation Center at the MES

Half of all studentsin Bulgariain 2016 studied in six of
a total of 52 professional fields - economics,
management, law, communications and information
technology, pedagogy and tourism. Less than 20% of
the students in Bulgaria applied for subjects in the
field of technology.

Secondary school education

Internationally, the Bulgarian education system has
some of the poorest indicators in the European Union
and below the average for all OECD member states.
In the field of mathematics and natural sciences, the
absolute result of the students in Bulgaria improves,
but the country is still at the bottom of the ranking.

According to a research under the Program for
International Student Assessment (PISA) for 2015,
30% of the Bulgarian ninth graders (aged 15 - 16)
were below the minimum second level for reading,
math and natural sciences, making them functionally
illiterate. The average for the OECD was 13%. Only
7.0% of the students reached the highest levels in
one of the three subjects, with an average of 15% for
the OECD.

Labor market in Sofia
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In regard to the demonstrated knowledge in natural
sciences by the neighboring countries, Bulgaria
lagged significantly behind Slovenia, Croatia and
Greece and was at the same level as Romania.
Turkey, Moldova, Montenegro, Albania, Kosovo and
Macedonia were ranked after them.

In terms of students aiming to pursue a career in the
field of science, Bulgaria performed significantly
better, with a share higher than the average for all
researched countries, ranking third in the region
immediately after Slovenia and Turkey.

International comparison of Bulgaria's results in the field of mathematics and natural sciences according to PISA 2015
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L 40 Natural sciences performance

Mathematics performance

L 0 Share of students with top performance (%)

Share of students with low performance (%)

tin

Share of students expecting to pursue

- 20 a career in science

- 10

Source: Organization for Economic Cooperation and Development (OECD) - PISA 2015

The adopted in 2016 Pre-school and School
Education Act included the education in
entrepreneurship and digital skills in the compulsory
general education.

In the Global Talent Competitiveness Index 2017
prepared by the INSEAD International Business
School, Bulgaria ranked 49th of 118 countries.

In terms of indicators related to scientific, technical,
engineering and mathematical skills, the country
ranked 47th, the highest position being registered in
the share of the population and the labor force with
completed secondary education, 11th and 15th
position respectively. In terms of provision of
technically skilled labor force, Bulgaria was 58th, but
occupied the 85th position for availability of scientists
and engineers. The country ranked lowest for
availability of skilled labor force - 105th position.
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Language skills overview

Sofia is characterized by a high level of language
skills, due to the compulsory foreign language
learning at schools as well as the concentration of
highly educated young people.

According to a self- report survey conducted by the
marketing and consulting company Blue Point,
almost 99% of the labor force in Sofia aged between
19 and 34 speaks at least one foreign language, and
85% of them have an average or good level of
command. Almost all participants in the survey said
they spoke English, followed by Russian, German
and Spanish.

The survey was conducted in Sofia on the basis of
interviews with 600 people aged 19 - 34 between
April and May 2015. At the time of the survey, over
353,500 young people under the UN definition (aged
between 19 and 34) lived in the city. Of them, 37.8%
had higher education and 42.5% were in the process
of acquiring a bachelor's or master's degree.

More than 41% said they spoke two foreign
languages. A total of 30.4% of the people in this age
group, or 107.500 people, said they had an average or
higher level of command of more than one foreign
language (above B1 on the European Language
Framework). The share of young people who said
they did not know any foreign language was 1.0%.

Number of languages spoken by the participants in the survey

H None
EOne
B Two
®Three

® Four languages or more

Source: Blue Point

Number of languages spoken by the participants in the survey at a level higher than A2

® None
®One
= Two
=Three

H Four languages or more

Source: Blue Point
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The most common language was English, spoken by
98.5% of the respondents. More than 30% of them
had a high level (C1 or C2) of proficiency. This means
that in Sofia the number of young people with
advanced knowledge of English exceeded 109,000.
The second place was taken by Russian, spoken by
44.5% of the city's population in the 19 - 34 age
group, as only 6.7% of them, or just over 10,000
people, said they had a high level of fluency.

This relatively low share of people with advanced
knowledge is explained by the fact that Russian
language is mainly learned as a second foreign
language at school. German was spoken by 37.7% of
the people in Sofia aged 19 — 34. A total of 18,800 of
them reported level higher than C1 level. The fourth
most common foreign language in the capital was
Spanish with a share of 17.7%, as some 5,300 of the
respondents reported an advanced level.

Share of participants who speak the respective language

99 %
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30%
18%
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10%
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Among the young people in Sofia who knew at least
two foreign languages at an average or higher level,
the most common combination was English and
Russian - 129,000, followed by English and German -
116,800, English and Spanish - 53,600 and English and
French - 43,660 people.

A study of the work force in Sofia among young
people who are employed but are considering a job
change in the near future estimates the potential
labor force at 140,300. Of them 42% knew at least
two foreign languages, 99.6% spoke English, 46.6%
Russian and 39.1% German.

15%

=mEnglish
®Russian
= German
B Spanish
EFrench
M [talian

B Greek

9.2% Turkish

40% 3.8%
- .

Source: Blue Point

Among the available labor force or the young people
who are currently employed but are actively looking
for a new job, the highest number was again of those
speaking English - 97.9% of a total of 110,300 people,
followed by Russian speakers - 43.9% and German
speakers - 36.4%.

In the 19 - 34 age group, the language combinations
English-Russian and English-German were common,
each by over 40% of the surveyed.

Of all those claiming to be fluent in English, the
majority were self-assessed at B2 level - 28.1%,
followed by B1 - 22.0%, C1 - 18.8%, C2 - 12.5%, A2 -
11.7% and A1-6.9%.

Labor market in Sofia
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Language proficiency certificate was held by 72.9% of
the 350,000 people who reported fluency in English.
The most common certificates, with a combined
share of over 35%, were English language school
diplomas, university degrees and certificates from
private language schools.

At the same time, a certificate for fluency in the
second most widely spoken language among the
young people in Sofia - Russian, was held by only 3.7%
of the respondents who stated they knew it. More
than 74.0% assessed their knowledge at levels A1 or
A2. This could be explained by the secondary role of
the Russian language in education as well as by its
belonging to the Slavic language group, which means
that many people understand the language at a basic
level without studying it and without being truly
fluentinit.

In terms of German, people with self-assessment at
A1 - 42.5% and A2 - 20.4% levels predominated. A
total of 9.7% of the respondents self-assessed their
language level of proficiency at C1, and the share of
those at the highest level C2 was 4.4%. Over 14.5% of
those speaking German owned a certificate. The level
structure reflects the role of German language at
schools as a predominantly second foreign language
where the course is not intensive, but at the same
time a relatively high percentage of young people
study in private schools and are awarded advanced
certificates.

Teaching of foreign languages at school at a national
level showed a similar structure with the study of the
youth labor force in Sofia, according to data of the
Ministry of Education and Science. In 2016, 64,074
students in Bulgaria studied intensively English at
profiled high schools, followed by German with
13,283 students and French with 6,218. Rare
languages that can be learned at schools are available
mostly in Sofia. For example, over 2,000 students in
Sofia were studying Japanese or Chinese. In Bulgaria
Hebrew was studied by nearly 1,000 children, while
Latin - by 305. Rare languages such as Norwegian,
Danish and Swedish are also taught in Sofia.
Altogether, the three languages were studied by
about 200 students.

Labor market in Sofia

The results of this survey of the 19 - 34 age group in
Sofia are in contrast with the situation at a national
level, considering the whole population of the
country. According to Eurostat data from 2011, 61%
of the surveyed Bulgarians stated they did not know a
foreign language, thus ranking Bulgaria only ahead of
Hungary from the EU countries. Within the 39% of the
Bulgarians who said they spoke foreign languages,
24% knew one language, 12% - two foreign
languages and 3.0% spoke three or more foreign
languages.

Mother tongue

According to estimates for 2016, people from more
than 30 ethnic groups and mother tongues resided in
Bulgaria. Over 83.4% of the country's population had
Bulgarian language as mother tongue. Other
significant ethnic and linguistic groups were people
speaking Turkish with 10.0% of the population and
Romani with 4.5%. Arabs (11,000), Wallachians
(9,800), Russians (9,600), Czechs (9,000), Romanians
(7,300) and Armenians (6,300) came far behind, with
shares below 0.1%.

The latest official data on the mother tongue of the
population in Sofia was from the census in 2011.
According to data obtained then, 96.5% of the
residents of the capital spoke Bulgarian as mother
tongue, which was well above the national average.
The second language was the Romani language with
1.4%, or 16,668 people, the Turkish language was
third, spoken by 0.6%, or 6,488 people in Sofia.
Russian was spoken by 3,845, Armenian by 1,114,
Arabic by 879, Greek by 567, Ukrainian by 382,
Macedonian by 371 and Romanian by 120. Some
10,000 people, or 0.8% of the population in Sofia
region, had another mother tongue or did not
answer.
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Analysis of the education system

Overview of the education system,
including secondary and
vocational education

In 2015, the total number of students in primary and
secondary schools in Sofia was more than 125,000,
representing 17% of the students in these
education levels in the country. The number of
students in primary and secondary schools in the
capital

Students in VIII-XII grade in Sofia by type of education—2016

dropped by less than 2.0%, with a decrease of
almost 10% in the country. Typical for Sofia was the
relatively low share of graduates from vocational
programs - only 30%.

Some of the most elite secondary schools
(language, natural sciences and mathematics,
advanced language learning, etc.) in the country are
based in Sofia.

Nearly 70% of the students in the profiled secondary
schools attended a language school. The main
languages studied were English, German, Spanish and
French. Students in vocational high schools and
colleges held their share of 31%.

As an absolute value, vocational schools lost the

highest number of students in 2015, right after
comprehensive schools.

Number of schools in Sofia region (city) by type

B Profiled schools
= Comprehensive schools
B Professional schools

B Sports, Specialized high schools

Source: Ministry of Education

The high interest in the profiled high schools
corresponded to the demand of more university
graduates and fewer specialists with secondary
vocational education in the capital, compared to
other regions in the country because of the relatively
low share of the industry in the structure of Sofia's
economy. The share of the population aged 25 - 64
with higher education was almost twice as high as the
average for the country - 49.6% in 2015.

350

300

250

2016/2017 2015/2016 2014/2015

ETotal
B Special needs schools

B Professorial secondary schools

200
150
100
50
o --Il --I. -lll -lll --Il -_Il -_Il

2013/2014

2012/2013 2011/2012 2010/2011

= Non-professional schools, incl. profiled secondary schools, comprehensive secondary schools and primary schools

B Schools of Arts and Sports

® Professional colleges
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Labor market in Sofia

Prepared by SeeNews for Sofia Investment Agency. www.seenews.com 56



e

mest  Analysis of the education system
ofia

The biggest share of schools in Sofia, 58%, are municipal, 25.0% are private and 16.2% are state-owned.

Type and number of schools in Sofia municipality

16.2%
= Municipal
¥ Private

= State-owned

Source: Ministry of Education

Main indicators for non-professional and special needs schools for Sofia (IX - Xl grade)
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Comparing the trends in the number of primary and For example, the number of graduates in 2020 is
secondary education graduates over the last five expected to be 40% higher than the number of
years, we can expect an increase in the number of graduates in the current school year.

young people entering the labor market by 2020.

Number of students graduating VIl and Xl grades in Sofia
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Source: NSI

The grade point average of the students in Sofia from In 2016, the graduates in Sofia had a 4.58 grade point
the secondary school-leaving examinations (after average in Bulgarian language and literature, while
12th grade) has been consistently higher than in the national average with was 4.07.

other regions of the country since 2013.

Grade point average from the school-leaving examination in Bulgarian language and literature by regions

470
460 —
450
4.40
430
420 — \
4.10
4,00
3.90

3.80
3.70

2012 2013 2014 2015 2016

Sofia (city) = National average

Source: Ministry of Education

Labor market in Sofia Prepared by SeeNews for Sofia Investment Agency. www.seenews.com 58



{ N
‘ \Sinves't

ofia

Foreign language learning

Foreign language learning in Sofia is widespread.
Foreign languages are a part of the state mandated
curriculum and content standarts.

Sofia has the largest number of profiled language
schools in the country. Nearly half of the students in
those schools take two foreign languages.

In the 2016/2017 school year, 116 350 students,
grades 1st to 12th, studied foreign languages; 68,823
of them studied one foreign language and 47,727
studied more than one foreign language.

In 2016/2017 school year 7,804 eighth graders will go
through a year of intensive foreign language learning
that follows acceptance into profiled language
schools. The largest share of students, 6,306, will
learn English, followed by German with 381, Spanish
with 364, French with 260, Italian and Russian with
130 each, Japanese with 68, Chinese with 55 and both
Korean and Arabic with 29 people.

The number of IT students at Sofia- based universities
was 6,294. The Technical University had the biggest
number of students in IT - 2,511, followed by Sofia
University with 2,005, UNWE with 854, New Bulgarian
University with 768, and at the University of Chemical
Technology and Metallurgy in Sofia with 156.

Education in entrepreneurship

In the 2016/2017 school year, 27,341 students,
grades 1st to 12th, took classes in entrepreneurship.

The importance of entrepreneurship learning is
growing, new entrepreneurship disciplines are
introduced at universities and schools in Sofia, and
various events and courses are organized. Junior
Achievement Bulgaria, a branch of the global Junior
Achievement non-government organization held
entrepreneurship and financial literacy classes in 200
schools throughout the country in 2016/2017 school
year alone. As of 2012, students from the first to the
seventh grade study Technology and
Entrepreneurship as a part of the mandatory school
curriculum.

Labor market in Sofia

In Sofia, entrepreneurship learning has been growing
rapidly in recent years compared to 2006, when the
discipline was still very poorly covered in the curricula
of vocational schools.

The share of surveyed students in Sofia, who then
said they studied entrepreneurship, amounted to
7.5%, as the average indicator for the country was
8.5%.

Here are some of the initiatives and programs for
entrepreneurship learning for students and adults:

« In 2017 Sofia University expanded its activities with
a new course in social entrepreneurship at the Faculty
of Economics.

* In 2016 New Bulgarian University and the BBU
Foundation started the BBU Startup School program
with duration of nine months that enabled trainers,
mentors and investors from Bulgaria and abroad to
share business skills and know-how.

« In 2016, students from Sofia took an
entrepreneurship training course and received
professional certificates from the European Higher
School of Economics and Management.

* In the same year a summer school for business
entrepreneurship was opened at the Technical
University of Sofia. The focus is on the development
of projects funded by the EU, and guests from the
World Bank are among the lecturers.

* In 2014, training under the Coneeect project - a
European project for building an international
network of universities offering interactive courses
for  training of  academic  lecturers in
entrepreneurship, was conducted at Sofia University.
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Sofia municipality annually distinguishes the school,
working best with entrepreneurship programs, and
for school year 2015/2016 this was 108th
Comprehensive School. In 2015, an entrepreneurship
room was opened at 19th School, which was
designed, furnished and equipped as a business office
and now serves as a training center but also as a
learning environment for training companies.

Bulgaria ranked 82nd in terms of conditions for
entrepreneurship among 137 countries, according to
the Global Entrepreneurship Development Institute
report for 2017. This is a significant decline compared
to the 44th place in 2014, but is also due to a change
in the survey methodology. Among European
countries, Bulgaria was 38th out of 41 countries,
ahead of Armenia, Moldova and Bosnia and
Herzegovina.

According to experts from the  Global
Entrepreneurship Development Institute, the main
reasons for the country's decline in the ranking are
the legacy of the industrial infrastructure dominated
by heavy industry, as well as weak entrepreneurial
traditions, and in particular the weak traditions of
economic initiative and assuming responsibility in the
country.

Higher education in Sofia -
an overview

During the academic year 2016/2017, the most
preferred professional field was Economics with
20,875 students, or 19.6% of all students at
universities in Sofia. Second, only three fewer
students, was Administration and Management -
6474 students, Architecture, Civil Engineering and
Geodesy with 5,814 students, Pedagogy with 4,954,
Law with 4,217 and Communication and Computer
Engineering with 4,180.

More than 1,000 people studied in 30, out of the 50
professional fields covered at the universities in
Sofia. The most unpopular professional fields were
Plant Protection, Art Theory and Food Technology,
as less than 0.1% of all students in the region
studied these subjects.

Most preferred subjects at Sofia universities

for school year 2016/2017

hilosophy
Military science

Energy Engineering Biotechnology e etans

History and Archeology Biological Sciences
Tourism
Agriculture and Forestry

Healthcare Services
Theatre and Film Arts Physics

Machine Engineering

~ Sports Medicine )
Communication and Information Technologies

Electrical and Electronic Engineering
Architecture, Civil Engineering and Geodesy
Economics
Management and Business Administration
Communication and Computer Technologies

National Security ~ Engeneering Philology

Informatics and Computer science political Sciences

Stomatology Mining and Quarrying
Nature Studies Public Health  piusic and Dance
Pharmacy - )
Ttasnport and Logistics, Aviation and Maritime Management
Psychology

Chemical Technology

Fine Arts

Sociology, Anthropology and Cultural Sciences

Labor market in Sofia
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As of July 2017, the licensed private IT education
centers in Sofia were 83, according to data of the
Ministry of Education and Science. Private software
schools most often organize training in their
programs in one of the following three ways:

- training for learning of one programming language
for about three months. A drawback of this type of
training is its short duration, which leads to low
success rates.

- training organized by companies aiming to employ
the best trainees

- mass and long-term training at affordable prices in
cooperation with companies

Different programs and training courses have
duration from three months to three years, as
usually they last from three to five months. Some
schools announce the duration of their courses in
astronomical hours, varying between 24 and 72
hours.

Since the founding of Telerik Academy until June
2017, over 4,000 people received their education
there, and 760 new students started training at the
end of March. Private software school SoftAcad
trained more than 1,600 people until September
2016.

The other leading private software education
institution, SoftUni, declared that 20,000 candidate
programmers went through a selection process in
2016, as some 3.0% of them will become specialists
after three years of training.

One of the most popular free of charge training
courses organized by companies for their own
needs, is that of game production company Imperia
Online Ltd. The program lasts for five months and
admits 234 candidates twice a year. For the last two
seasons the applicants were 6,000 and the approved
ones - 550. According to data of the company, more
than 87% of the program graduates started working
as programmers up to three months after
completion.

Labor market in Sofia

The most widely used software skills in private
schools and centers are Java, JavaScript and C #,
followed by HTML, .Net and CSS. Less popular training
courses include software testing, programming
basics, PHP, MySQL, WordPress, network security,
web design, databases, Android application
development, SEO, Microsoft Office, AutoCAD, Ruby
on Rails, etc.

Of all 72 language centers in Sofia, the number of
schools specializing in English was the highest-61. A
total of 44, or more than half of the language
centers, also covered German, the second language
in terms of popularity. The third place was occupied
by Spanish, with 30 schools, followed by French with
28, Russian with 25, Greek with 15 and Turkish with
10. The remaining 20 foreign languages taught in
the examined language centers were covered by
less than five centers.

Source: Websites of the language schools

Prepared by SeeNews for Sofia Investment Agency. www.seenews.com 61



— T\

ooong O] gy
P A

S5 b fay | G

———




a ™

mest  Trends in the labor market in Sofia
ofia

Comparison of employment growth Despite this growth, the Bulgarian capital lagged

with selected competitive markets behind Belgrade and Bucharest, where the working
) ) population amounted to 778,500 and 1,124,000
The labor market in Sofia showed a tendency to  respectively.

improve in the period 2014 - 2016. At the end of the
period the labor force reached 704,100 people.

Economic activity rate in Sofia, Belgrade and Bucharest

Labor force participation rate (% of total population)
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Sources: The National Statistical Institutes of Bulgaria, Serbia and Romania
(data for Bucharest for 2016 are estimates)

In regard to the other indicators - economic activity, Romania's stable economic development over the

employment and unemployment rates, Sofia reported period contributed to the high levels of

performed better than Belgrade, but lagged economic activity and employment in Bucharest,

significantly behind Bucharest. more than 30 percentage points higher than those in
Sofia and Belgrade.

Employment rate in Sofia, Belgrade and Bucharest

Employment rate (% of total population)
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In terms of unemployment, Sofia had a steadily declining unemployed rate during the reported period, while
unemployment in Bucharest showed a weaker trend of improvement, and Belgrade still reported high levels of

unemployment.

Unemployment rate in Sofia, Belgrade and Bucharest

Unemployment rate (% of total population)
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Sources: The National Statistical Institutes of Bulgaria, Serbia and Romania
(data for Bucharest for 2016 are estimates)

Key economic sectors
for employment creation

When in comes to job creation, the most promising
sectors in Sofia are the sectors of IT and
outsourcing.

Labor shortages have been reported in the
following fields:

* Sales specialists in ICT

« System analysts

* Software developers

» Web content developers and multimedia

* Application programmers

* Software and software application developers
* Designers and database administrators

* System administrators

« Computer network specialists

« Database and network specialists

Impact of employment
promoting measures

From January to July 2017, a total of 285 work permits
were issued to foreign nationals from 36 countries. The
biggest number of permits were issued for the Service
sector - 182, followed by the /T sector with 65,
Constructionwith 39, Administration with 31, Hotel and
Restaurant Services with 12, Transportation with 8,
Manufacturing with 7, Financial and Insurance
Activities and Healthcare - with 2 each.

In comparison, from January to May 2016, 266 permits
were issued to foreign nationals from 39 countries. A
total of 174 of them were issued following EA's
decisions in relation to the issue of Uniform Residence
and Work Permits, 79 were EU Blue Cards and 13 were
work permits.

Labor market in Sofia
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For January to mid July 2017, 2,799 foreign nationals
from non-EU  countries received seasonal
employment permits for up to 90 days. They included
more than 1,900 Ukrainians, 50 Moldovans, as well as
Macedonians, Albanians and citizens of other
countries. The permits were almost entirely issued for
low-skilled work within Restaurant and Hotels
Services and Agriculture.

For the period of June-September, 2017, a total of
143 third-country workers were granted permits for
access to the labor market. Most employment
permits were granted to citizens of Serbia - 46. They
were mainly for engineering and technical staff,
athletes and consultants. Ukraine followed with 37,
engineering and technical staff, athletes and artists.
Third was Russia with 30 engineering and technical
permits, followed by Tunisia with 13, mostly
engineering and technical staff, and Macedonia with
11 - engineering and middle technical level staff and
consultants.

In comparrisson, most permits for the corresponding
period a year ago were granted to US citizens - 40,
mostly as lecturers in higher education institutions
and athletes. Serbia ranked second with 33 citizens,
Turkey - 23, Russia - 16, Canada - 15, Tunisia - 14 and
Ukraine -13.

Jobs and trends by economic
activity, qualification and gender

In 2015, 22,000 job vacancies were declared by labor
offices in Sofia, more than 65% were in the private
sector. Employers were looking mostly for people in
the field of Trade and Retail (18% or a total of 4,000
jobs).

Both announced and occupied jobs at labor offices in
Sofia have increased annually over the last three
years, and in 2016 they were higher by 20.9% and
44.6% respectively, compared to 2014.

In the period from January 2014 to the end of June
2017 the relative share of demand for unskilled labor
had a tendency to increase in contrast to worker
positions and specialist positions. In the First six
months of 2017, the share of unqualified job
vacancies was 86.5% of all vacancies announced,
compared to 68.6% in 2014.

Job vacancies at the Labor Offices in Sofia

Announced jobs at labor offices in Sofia
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Source: Employment Agency - Regional Employment Office, Sofia
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Announced job vacancies and occupied jobs for specialists in Sofia by field of education

Occupied jobs For specialists
at labor offices in Sofia by Field education

Announced jobs vacancies for specialists
at labor offices in Sofia by Field education
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The number of registered job vacancies for In the Ffirst half of 2017, Labor Offices in Sofia were
specialists with higher education in Sofia declined mostly looking for university graduates with education
by 7.4% in 2016, compared to 2014, during the in the field of services and transportation-73.2% of all,
reported period, but the number of occupied jobs followed by education, mathematics, economics and
for specialists went up by 14.1% over the same law.

period.

Job vacancies and occupied jobs For specialists with tertiary education in Sofia by Field of education

Announced jobs vacancies for specialists with higher Occupied jobs for specialists with higher education at
education at labor offices in Sofia by field of education labor offices in Sofia by field of education
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Source: Employment Agency - Regional Employment Office, Sofia

In terms of vacancies announced, the sectors of The Mining industry registered the sharpest drop, with
Construction, Electricity and Heat Production and no job vacancy announced in 2016, followed by
Distribution, Transportation, Storage and Postal Financial and Insurance Activities, Real Estate, Hotel
Services had the largest increase in 2014, seeing a and Restaurant Services.

double growth.
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Announced job vacancies and occupied jobs at the Labor OFfices in Sofia by sector (2014-2017)
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In terms of occupied jobs, the highest growth for
the three-year period was registered again by
Construction and Transportation, Storage and
Postal Services sector and Culture, Sport and
Entertainment sectors.

Source: Employment Agency - Regional Employment OFffice, Sofia

A decrease was also registered in the Mining and
Financial and Insurance Activities, Agriculture, Forestry
and Fishing, and Water, Waste and Remediation
Activities.

Labor market in Sofia

Prepared by SeeNews for Sofia Investment Agency. www.seenews.com 68



P
( mest  Trends in the labor market in Sofia
ofia

Occupied jobs at the Labor Offices in Sofia by sectors
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The number of job vacancies at the Labor Officesin The annual data for 2016 showed that the sector of

Sofia region during the first six months of 2017 Trade and Retail occupied again the forefront position

was the highest in the sector of Trade and Retail - with a share of 23.5%, followed by Administrative and

24.5%, followed by Administrative and Support Support Service Activities and Financial and Insurance

Service Activities with 17.3% and Real Estate Activities. The structure of the announced job

Operations with 9.4%. Throughout 2016, Trade and vacancies was identical to that of the occupied jobs

Retail, together with Administrative and Support during the reported period.

Service Activities, were again the sectors with the

highest number of announced vacancies at the The growth of the announced job vacancies and

Labor Offices, but third came Financial and occupied jobs in the private sector in Sofia was twice

Insurance Activities. higher than the average for the country, 41.6% and
71.7%, respectively.

In the first six months of 2017, the highest number

of occupied positions was registered in the sector

of Trade and Retail with 25.1% of the total

number, followed by Administrative and Support

Service Activities and Manufacturing.
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Private sector job vacancies in Sofia during the first The industry ranking by these indicators remained
half of 2017 were mainly within the sector of Trade unchanged, compared to 2016.

and Retail, followed by Administrative and Support

Service Activities and Real Estate Operations.

Job vacancies in the private sector, Labor offices, Sofia (2014-2017)
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Source: Employment Agency - Regional Employment Office, Sofia

The occupied jobs in the private sector for the The largest three-year growth was registered in
period January - June 2017 were also Culture, Sport and Entertainment, as well as
predominantly in the sector of Trade and Retail, Healthcare, where the number of the employed
followed by Administrative and Support Service persons in the private sector rose seven and five times
Activities and Manufacturing. respectively, compared to 2014.
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Jobs occupied in the private sector, Labor Offices, Sofia (2014-2017)
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The job vacancies and occupied jobs for specialists In the first half of 2017, the highest number of
with higher education in Sofia differs significantly occupied jobs for university graduates was recorded
from that of the economy as a whole. in the Real Estate Activities and Education sectors,

with an overall share of more than 35%. The most
dynamic growth during the period 2014 - 2016 was
seen in Construction, Government and Research.
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Job vacancies for specialists with tertiary education by sector, Labor Offices in Sofia (2014-2017)
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The announced job vacancies for specialists with
higher education at the Labor Offices in Sofia for
the Ffirst six months of 2017 were mainly within the
sectors of Education, followed by Administrative
and Support Service Activities and Real Estate
Operations.

Source: Employment Agency - Regional Employment Office, Sofia

For the reported three-year period, the trends by
sectors were similar to those of occupied jobs for
university graduates - the highest growth was
registered again in Construction and Government,
where jobs were doubled despite the slight decline
in 2016 after the peak of 2015.

Labor market in Sofia
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Jobs occupied by specialists with tertiary education by sector, Labor Offices in Sofia (2014-2017)
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Most of the unqualified job vacancies registered in
the first six months of 2017 required compulsory
secondary education (77.4%), the remaining
required primary or lower level of education
(22.6%). Compared to that, the annual figure for
2016 was 78.5%, but lower for the previous two
years-76.2%in 2015,and 75.8% in 2014. In terms of
occupied unqualified jobs for the first half of 2017, a
total of 77.4% of the jobs required secondary
education, decreasing from 78.9% in the previous
year.

Source: Employment Agency - Regional Employment Office, Sofia

The share of seasonal jobs in Sofia region in the
period January - June 2017 was insignificant - 0.3%
of the announced and 0.2% of the occupied jobs at
the Labor Offices. All of them were related to job
positions and unqualified positions, predominantly
with a requirement for primary or lower level of
education.

Labor market in Sofia
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Largest and fastest growing employers in Sofia

The number of large companies i.e. companies with
over 250 employees, in Sofia in 2016 was 299.
Twenty-nine of them were active within the Private
Security Activities sector. The Hospital Activities
sector came second with 22 large companies. Retail
in  non-specialized stores mainly groceries,
beverages and tobacco products, ranked third with
12 companies, followed by /T with 10 large
employers. The large employers in Sofia operate in
100 industries, covering almost all sectors of the
economy.

The largest Sofia-based employer was the National
Railway Infrastructure Company with a staff of
11,560in 2016. It was followed by Mobiltel EAD with
3,296 employees and Lukoil Bulgaria EOOD with
2,792 employees.

The largest employee growth in absolute values,
compared to 2012, was registered in the state
National Railway Infrastructure Company, which
increased its staff by 10,981 people during the
five-year period. This growth was mainly due to
administrative restructuring. The second place was
occupied by S Group Human Capital Ltd. with a
growth of 2,706 people.

Vip Security EOOD was third with 2,499 people. The
largest staff reduction in the reported period was
recorded by BDZ Passenger Services Ltd. - with 3,932
persons, mostly transferred to the National Railway
Infrastructure Company in 2014. It was followed by
BNP Paribas Personal Finance EAD with a decrease of
1,076 people and Blizoo Media and Broadband EAD
with 715 people.

In terms of percentage change in number of
employees among the large companies, the largest
increase was in Praktiker Retail Ltd, followed by
Security Alpha Group Bulgaria Ltd and Remix Online
Ltd. BDZ Passenger Services Ltd had the biggest
percentage staff reduction over the five-year period
with 82.4%, followed by Agrogroup Exact OOD with
59.5% and Lev Security Group AD with 53.9%.

Largest employers in Sofia by number of employees in 2016 - publicly traded companies

CEZ Electro Bulgaria AD

Sopharma AD

Petrol AD

Speedy AD

Sopharma Trading AD

Toplivo AD

Unipharm AD

Aroma AD
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Largest employers in Sofia by number of employees in 2016 - private companies
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* The relative share of Sofia’s labor force will continue to increase.
» Unemployment is already around and below the natural level and will remain stable at its current level.

* The share of the highly qualified labor force will continue to grow, though the gap between the needs
of the business and the qualifications of the university graduates will remain a major challenge.

* Anincreased presence of foreign labor force on the Bulgarian labor market is expected.

* The low level of math and engineering skills will remain a challenge for the labor market development.
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Employed - persons aged 15 and over who during the one-week reviewed period:

« work even for just an hour and receive salary or other income for that;

 do not work but have jobs and are temporarily absent due to sickness, annual leave, maternity leave, parental
leave, strike or other reasons.

Unemployed - persons aged 15 - 74 years who:

 do not work during the reviewed period;

- are actively looking for a job over a four-week period, including the reviewed week, or have already found one
that they expect to start within three months following the end of the reviewed period;

* have the opportunity to start working within two weeks following the end of the reviewed period.

Labor force - the economically active population, employed and unemployed persons
Employment rate - relative share of employed persons in the same age group.

Unemployment rate - relative share of the unemployed persons of the economically active population (labor
force)

Economic sectors - the distribution of the employed by economic sectors has been done by grouping the
economic activities in the following way:

 The Agriculture and Forestry sector includes Agriculture, Hunting, Forestry and Fishing.

« The Industry sector includes Mining, Manufacturing, Electricity, Heat and Gaseous Fuels Production and
Distribution, Water Supply, Sewerage, Waste Management and Remediation Activities and Construction.

* The Service sector includes all other economic activities.

Total labor costs covered by the employer - they comprise the sum paid for wage costs, compulsory and
additional voluntary social security costs, benefits under the Labor Code, Civil Servant Act and Social Security
Code, social costs and allowances, social cost tax, staff training cost and other costs.

Gross annual salary - this is the remuneration that the person employed under labor contract receives for the
work done before deduction of compulsory and voluntary contributions for social and health insurance and tax
charges on behalf of the employee.

Graduates are students who have completed a level of education and have received a degree certificate from
a legitimate educational institution containing the statutory data and seals.

Student is anyone included in the educational program for formal education according to the International
Standard Classification of Education (ISCED), regardless of the form of education. Formal education includes
the curricula of the legitimate educational institutions developed under the established legal order.

Foreign students are those students who are not citizens of the Republic of Bulgaria, as well as those with
dual citizenship, enrolled to study under the procedure for foreign citizens.
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