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Policy and regulatory aspects

The following digital terrestrial broadcasting reld Laws have been enacted by the
Bulgarian Parliament:

i) The Law for the Radio and Television was enadrd®4 of November 1998 and
was amended exactly 25 times thereafter by the &ialg Parliament, last
amendment of 6 February 2009. The Law defines tbgramme “content” related
issues, defining the scope and tasks of commeaanlpublic broadcasting operators,
who are creating relevant programmes as well as tiigats, duties and obligations.
Chapter Two of this Law defines the compositiosksaand operational arrangements
of the Council for Electronic Media (CEM), finangirand remuneration inclusive.
Chapter Three defines the general provisions, thgrammes, the management, and



the financing of both national public service broasters the Bulgarian National
Radio (BNR) and the Bulgarian National Televisi®@N{). Of particular interest is
to this Case study is Article 44 (1) stipulatin@ttliThe Broadcasting of radio and
television programmes of BNR and BNT shall be earrout by own electronic
communication networks and/or devices for terrasanalogue broadcasting owned
by BNR and BNT or on the basis of a contract witldertaking providing electronic
communication services”. Paragraph (4) of the samile stipulates that “The
resources for implementation of the activities mefeé to in paragraph (1) shall be
provided from the state budget”. Article 70 paragrd3) stipulates that the budgets
of the BNR and BNT shall be credited with:

1. financing from fund “Radio and Television”;
2. subsidies from the state budget (until yea0201
3. own income from advertisements, publicity apdrsorship;

4. revenue from additional radio and televisiolatexl activities; donations and
testaments; and

5. interests and other incomes related to radiotelevision activiry

Furthermore Article 70 paragraph (4) stipulateg laapter Four is dedicated to the
commercials, radio and television market and spmhgo. Chapter Five defines the
components for financing of the radio and televisaativities.

Chapter Six defines the provisions for licensingd argistration of radio and
television broadcasting operators and lastly Chiapbeven deals with the
administrative and punitive provisions/fines.

It is to be noted that the last amendment to tlaw specifies the composition of the
expert commission dealing with the granting theerge procedure (three CEM
Members and two Communications Regulation Commissiblembers).

i) The Electronic Communications Law has been @whby the Parliament on 11
May 2007 and published in State Gazette No. 412iMay 2007 (amended eleven
times thereafter, last amendment published in Sateette No 82 on 16.10..2009)
governing the competencies responsibilities ankista$ bodies operating under this
Law ( The Council of Ministers, The State Agencyloformation Technology and
Communications, The Council on National Radiofregpye Spectrum), the
Communications Regulation Commission (CRC) heréenafthe Commission” as an
independent regulatory authority). The said Lawgasverning the issues related to
electronic communications; the conditions for theovsion of electronic
communications networks and electronic communioatioservices; ensuring
universal service; management of the radio frequesmectrum..; furthermore is
laying down the conditions for restrictions on owsiep rights, especially the rights
of users; protection of end-users interests and, dhe operation of networks and
services in emergency situations; the protectiorsexfurity and confidentiality of
electronic communications; the resolution of diggutin the electronic
communications market. Same Law defines key dé&imst such as radio



broadcasting, terrestrial analogue broadcastingpliGation programme interface
(API), conditional access, electronic communicatiorfacilities, electronic
communications infrastructure, electronic commutices network, electronic
communications service, electronic communicationerminal equipment,
electromagnetic compatibility, electronic programmede (EPG), enhanced digital
television equipment, radio equipment, radio seviadio-frequency spectrum, wide
screen television service, user, undertaking wigimiicant market power, etc. It
governs network facilities, analysis of relevantrkess, as well as for determining,
maintaining, or revoking obligations of operatorghwsignificant market power. The
very same Law defines the radio frequency specmanagement. It defines further
decisions, administrative procedures, provisiomtmtests and tenders, reviews and
evaluation of contests and tenders, selection efessful applicants/ bidders, content
of authorizations granted and their duration ofidiiy, procedures for granting
authorizations for use of radio-frequency spectamd their respective amendments,
supplements, termination, withdrawal, suspensiontransfers extension on the
authorization to use radio-spectrum frequenciess fer use of radio frequencies, as
well as provisions for control and administrativenplties. Of particular interest to
this case study however are the recently amendedpt€h Four section VI
“Cooperation with the Council for Electronic Media the Field of Digital Radio-
broadcasting” and Chapter Ten Section Il “Accesard Use of Required Network
Facilities and Equipment” governing the provisioies shared use of electronic
communications infrastructure.

Older version of this Law incorporating amendmepiblished into State
Gazette No 69 of 05.08.2008 and beforehand, idadblaiin English language and is
attached to this Case Study for reference. La@sian, incorporating last amendment
published in state Gazette No. 82 of 16.10.2009available only in Bulgarian
language and also attached herein.

iii) The Public Service Broadcasting Law, enactgdte Bulgarian Parliament on 12
May 2009, was published in State Gazette No. 379May 2009. Chapter one of
this Law governs the provisions for the State pgudition in the distribution of
national public radio and television programmesvai as the State participation in
the digital terrestrial broadcasting of the saidgnpammes to the population. Chapter
Two stipulates that the State will ensure the atdity of relevant radiofrequency
spectrum, and that the CRC will grant relevant aatlations for radio frequency use
without application of contest or tendering proaedy upon presentation by the
newly established National Company “Public Digigoadcasting” (NCPSB) of
relevant documents as required in the Electronim@anications Law. It defines the
provisions for operation of the NCPSD as companthaized only to broadcast
terrestrially in digital form the national publi@dio and television programmes as
defined by the Law, as well as the NCPSB managenferdncing, including
contributions from the State, revenues and experedit Chapter Three of this Law
stipulates that the State guarantees for the demoy of new electronic
communications network for delivery of radio aetevision programmes (not only
for public service broadcasting programmes) and #et the State ensures the



delivery of the programmes of Bulgarian Nationald®aand Bulgarian National

Television over the said electronic communicatinasvork for delivery of radio and

television programmes to the above-mentioned NCRBRheir subsequent digital

terrestrial broadcasting. Furthermore this Lawrdsf the provisions and obligations
to be imposed on the national coverage succesgfdebas stipulated in the First
Phase of the Plan for Transition to DTTV broadcesti

This Law is available only in Bulgarian languageat hevertheless is attached to this
Case Study for reference.

Multiplexes and planning issues

It should be underlined that the said legislatibowve did not consider the multiplexing
part of the broadcasting chain at all, thus enghiieedom of interpretation. Furthermore
the said Laws did not define explicitly the ternodacasting network versus the term
delivery network-in other words rebroadcasting bhaaf transmission network via chain
of TV Transposers/Repeaters might be interpreidtereas delivery network or as
broadcasting network. Such ambiguities might leadcases to be forwarded to the
juridical system for final interpretation and judgent.

The legislation provides for operational playingognd either to produce TV
programmes as licensed by the CEM TV operators;détiver ready-made TV
programmes via delivery electronic communicatioesmorks based on authorization by
the CRC to the authorized by CRC DTTV broadcastersalternatively to broadcast
those TV programmes terrestrially via DTTV netwotksthe population, however the
said Electronic Communications Law excludes extWi@perating more than one of said
three options.Important Note: By Decision No. 3 of the Constanél Court on
constitutional case No. 3 of 2009, Article 48, maaph (5) has been declared anti
constitutional, namely “that an authorized operatty broadcast digital terrestrial
programmes to the population shall not have righdéploy delivery distribution network
between the operator/s producing sound and telmvisprogrammes and the
broadcaster/s to the public” and this might have adverse impact on the current
procedures for application contests/tenders andsegbently on rules to grant an
authorization .

Because of the prospect some ambiguous cases faovierded to juridical system for
interpretation and judgment, the CRC has revisetifime tuned its procedures and rules
for granting an authorization for DTTV broadcastiag per the said decision of the
Constitutional Court.

Furthermore the programme composition of any migkipis not defined in the
implementation Plan for transition to DTTV broadaag in this country.

After the telecom liberalization, part of the argale radio and TV public broadcasting
programme delivery for both the radio and the tedn is still being carried out by a
dedicated entity within the telecom operator BTKafidnal Directorate “Radio and

Television Systems”-NDRTS). Over decades the systesed were based on proven mix
of microwave networks for delivery of radio andetgkion signals, as well as on well



chosen and carefully planned networks of main ahdoadcast FM and TV transmitters
located in strategic points in this country. Theeds of this vast company of high value
are composed of sophisticated electrical energyplgugrids, stand-by electricity
generators, roads, water supply, buildings, antdoners and masts, transmitters and
microwave links, experienced and trained staff. Wegority of transmitters are already
out of date, but anyway they shall be replacednduthe transition to digital terrestrial
TV broadcasting. The Electronic Communications Ltavough its Chapter Ten Section
Il “Access to and Use of Required Network Facdtiand Equipment” governing the
provisions for shared use of electronic communacetiinfrastructure, practically enables
shared use of authorized by CRC broadcasters divéryenetwork providers. However
the recent legislation in force has not allowedt thids company applies for an
authorization to use spectrum for the purposesrsif phase of the DTTV broadcasting
Plan, because, in line with granted authorizationgs operating for decades both the
radio and television programme delivery networken{dbution and distribution) and the
radio and television broadcasting networks. Thegedalls into the said anti constitutional
category as declared by the Constitutional Court.

The new Law for Public Broadcasting apparentlyeigcting this available, efficient and
less expensive possibility and directs taxpayershay to creation of entirely new
electronic communications infrastructure, thus taping the infrastructure of NDRTS.
During the 12 of May 2009 Parliament hearings &f dinaft of this Law, this issue was
submitted for consideration by some Parliamentariant with no avail. Time will only

tell if the majority of the legislators voting iaour of this Law, was right.

Financing and market share status quo

It was impossible to obtain information on budgdétscause of legal obligations
prohibiting financial disclosure.

Instead of fixed annual subscription fee colledigdhe post office from every household
being obligatory before the entry into force of thaw for Radio and Television, its
Article 93 stipulates that, except for industrialrposes, every registered electric energy
meter shall be charged also with monthly fee fareption of radio and television
programmes of relevant household. Article 94 paplgr (1) stipulates that every
registered electric energy meter will be chargethwd,6 % of the minimum monthly
salary, which equals currently to an monthly howo$gtsubscription fee for radio and
television programme reception of around 0,78 Eumd that this income, after deduction
of collecting charges by the electricity supply\pder, will be deposited to fund “ Radio
and Television”. For the total of 2921887 househptdgistered during the last statistical
survey of the year 2004, the annual pure “publie’ fmacome generated should total
25890957 Euro. As stipulated in this Law, in aduitito this revenue, the fund “Radio
and Television” is accumulating the initial and aahlicense charges paid by radio and
television operators creating programmes, supplésdeiby interests, donations and
testaments, as well as other lawful incomes. Tinsl falone is the source of financing for
the CEM and fraction of it is destined to finanaghthe national public radio and the
national public television. Therefore, it is loditca estimate that the BNT share of the



said pure public fees income would be much less tlaat the BNT total share of the said
fund “Radio and Television” would be less than ladlthe revenue generated. The long
and winding road of the “public subscription fe@tome, before being made available
for disposal of national public radio and telewisigs rather complicated. It is assumed
also that the annual total of subscription feesectéd from the public is inferior to the
financing originating from the Treasury of the Stavery year (subsidies for content
production and resources to finance the expenseob of contribution, distribution and
broadcasting networks for national public radio atedevision). This situation is
conflicting in substance with the postulate for @pdndence of public broadcasting
service and is creating significant interdependdrma the state as a key funds provider.
For the reasons above the “public service broashggsin this country appears like a
“state service broadcasting” even to its nativeeits.

It is worth recalling similar critical comments neaty Dr. Werner Rumphorst, Head of
EBU Legal Department during the consideration of tfraft law proposals by the
Bulgarian Parliamentarians during 1998 when thianty was still in very difficult
financial situation. Nowadays the country finan@alvironment has evolved in positive
direction and perhaps at not too distant occadius,Bulgarian Parliamentarians might
reconsider and rectify this aberration from thealgublic service broadcasting practice
and respectively amend the Law for Radio and Tsieni

Furthermore the annual income from publicity, atlsements and sponsorships for the
Bulgarian National Television (BNT) alone is esttath roughly at 5 million Euro as
important revenue budget line for BNT. For thiss@a in discharging public broadcaster
duties towards the general public, it is a majoallemge to BNT management and
creative staff to produce television programme outpoticeably different from
established nation-wide commercial broadcasters.

Based on information made publicly available, timmuwal income of the commercial
television broadcaster “bTV”, generated from pubficadvertisements and sponsorships,
is estimated at 93,4 million Euro and the said mmedor Nova TV is estimated at 55,4
million Euro. In fact the above-mentioned revenaédoth largest commercial national
television operators might shape the substanchenf budgets and their “raison d’etre”
as commercial broadcasters.

It is interesting to note that while the entire ualof TV publicity, advertisement and
sponsorship market for the month of January 2008 estimated around 18,3 million
Euro, it was, in spite of the economic crisis, ambusame level at 18,2 million Euro for
the month of January 2009.

Cost implications of the transition to digital

The Plan itself is of technical nature and doesauwmisider the cost implications of the
transition to digital.

Based on estimates made for the Bulgarian Natidmdévision alone, the cost for
deployment of transmission network of hundreds igital terrestrial TV transmitters
might be extremely high (of the magnitude of 50liovl Euro) and financially be not



bearable. Furthermore the annual cost for one phetioperation might well exceed that
amount. In addition, the BNT shall modernize itegramme production infrastructure.
Therefore the State Treasury intervention is thg viable option left and it is correctly

encapsulated into both the recent Public Serviaadrasting Law and the Law for the
Radio and Television in force.

Business model and plan

The Laws for Radio and Television and for Publio&tcasting allow both for state
subsidies.

This mission has been informed that social asgistdn the population with lowest
income is considered to be made available in otdemvoid social exclusion of
substantial part of the ageing population and thyeufation layers with low income in
this country.

Applicable Standards

The Republic of Bulgaria, via the CRC, has decifiedly to use MPEG-4 Part 10 also
known as ITU-T Rec. H-264 AVC for advanced vidediog.

In spite of initial higher retail price of MPEG-48Top Boxes (STB), this future-proof
strategic decision is taken to use more efficiertig spectrum and provide better
technical quality to users without forcing any mtine consumer to buy new equipment
in another transition (MPEG-2 to MPEG-4). It enhesi¢he digital dividend gains and
paves the way to quick introduction of HDTV terredtbroadcastining, mobile TV, wide
band, etc. Prices of STB’s are falling in Europwl andustrial sources estimate that
MPEG-2 STB’s might become more expensive than MEBESFB’s in a not too-distant
future.

TV receivers on sale already are offered with MPE@hd HDTV 1080 progressive
scan.

Another important strategic decision has been tdkedeliver all TV programmes on
DVB-T DTTV transmission networks.

Fixed modulation or statistical modulation to bedisvithin any multiplex, haven’t been
defined neither in the said Laws, nor in the imptamation Plan for transition to digital.

Implementation Plan for the DTTV Broadcasting for the Republic of Bulgaria

Discussions with the above-mentioned officials hafeeused on the “DVB-T
Implementation Plan for the Republic of Bulgaridiefeinafter: The Plan) and on the
transition from analogue to digital broadcastinghis country.



Total of 49 pages document of this Plan has besmoehted and approved at Session of
the Council of Ministers of 31 January 2008 (refer Protocol No 5, decision on
Agenda item 24). This former out-of-date versidrihis Plan (31.01.2008) is available
in English language. However the Plan has been @eakim March 2009 to cope with the
recently enacted digital broadcasting legislatiantipularly related to the television. In
line with the latest amendments of said Electrddammunications Law, this Plan has
been also amended but its final version, incorjrgathe latest amendments introduced
during October 2009, is available only in Bulgarianguage. Its main considerations and
key aspects are provided herewith.

Both language versions are attached to this casey stor reference and wider
consultation by ITU Members.

The Plan describes in detail the sound and TV lmastthg status-quo prior to the

transition to digital and clearly defines the sttat decisions taken for the entire process
of transition from analogue to digital. It incorptes the key aspects of it, inclusive
deadlines, coverage and technology issues, etc.

TV Broadcasting delivery and market share of platfams

TV Programme licences

As of January 2008, a total of 203 TV programmesehzeen licensed for delivery to the
population of this country by cable televisionyéstrial broadcasting and via satellite.

The terrestrial broadcasting component ensureognaldelivery of the total of seven
TV programmes as follows:

a) Three nation-wide TV programmes, namely:

“Channel 1’ of the Bulgarian National Television (BNT) withopulation
coverage of 98,3% achieved by 677 high power miansmitters, relay
transmitters and low power fill-in transmitting ttas in Frequency Bands
I, 11, 1V and V;

— “bTV” with population coverage of 97% achieved by &gh power main
transmitters, relay transmitters and low powerifillstations in Frequency
Bands Ill, IV and V; and

— “Nova’ exceeding 70% population coverage achieved bwltof 143
transmitters, with comparatively lesser number ofhhpower main
transmitters and with a growing network of relagngmitters and low power
fill-in transmitting stations, all operating in Epgency Bands IV and V.

b) In addition there are four regional TV progransniieensed to be on air in the
towns of Blagoevgrad, Plovdiv, Russe and Varna.



Remaining 196 licenses are issued for TV programetigery via cable or satellite.

Public/commercial/temporary licensed operators

Seventeen licenses are issued to public broadgastierators and 169 licenses to
commercial broadcasting operators totaling 186 leggicenses. Furthermore, the said
regular licenses are supplemented by additionalp&Zific licenses (temporary in nature
but still in force) for terrestrial analogue broadting. The CRC has started procedure for
granting additional terrestrial analogue TV broaticey authorizations with limited
duration.

Cable/Satellite/Terrestrial delivery

It is estimated that more that 70% of the counwpation is served by cable network
delivery, 3% of the population by satellite andsléisan 30% of the population receives
TV programming via terrestrial broadcasting chasn&Vhile every country town is
served via cable TV network delivery only about 28#4he villages of this country are
served by cable TV. It is expected that cable TWwoek delivery would reach its
saturation limit at 75% of the population coverage.

The country population, having access exclusiveltetrestrial TV broadcasting only, is
estimated to be within 10 to 11% range.

Experimental digital terrestrial TV broadcasting

Only one digital terrestrial TV broadcasting opergBTK) and in particular its NDRTS
Directorate has been licensed on test basis toesttg area of Sofia City since
26.05.2003 via multiplex set-up, offering 6 TV pragnmes on TV channel 64.

Set Top Boxes Analysis

The Plan concludes that the wide range of STBsdcoot be a serious obstacle for the
introduction of DTTV in this country.

Purpose and mission of the analogue to digital teestrial TV transition

The said Plan for introduction of digital terrealribroadcasting aims not only at retaining
the number of users who, in spite of having acdessable, terrestrial and satellite
delivery, have already chosen to use analoguestaakdelivery, but also has set the
target of increasing the number of digital terrestdelivery users in nearest future.
Indeed the Plan has the objective of creating ablery competitive environment thus
effectively preventing the monopolistic cable aatk#iite delivery operators’ grasp at the
market.

Towards this end, the digital terrestrial broadoastshall be deployed under certain
conditions as follows:



free of charge delivery to users - free to a{inet more than one encrypted
programme per multiplex be permitted);

initial number of programmes delivered shall belass than 15;

programmes delivered be composed of an attratdivéewers blend of national,
regional and local origin;

better quality and offer of additional/interaetig-services and applications, and

mobile outdoor reception predominantly for cand portable reception inside of
buildings expected to be used for the purpose obrad and third household
receivers.

The said Transition Plan has defined the stratagpects of:

population coverage objectives and criteria;

Multiple Frequency Network (MFN) approach dedéchtonly to nation-wide
coverage, while Single Frequency Network (SFN) apph will be applied
explicitly to allotment zones;

initial build-up of SFN network broadcast covesayf densely populated towns
and areas (Island Coverage) within any allotmentezéollowed by further
gradual network extension until the entire allotih@one coverage has been
achieved,

optimization of number of multiplexes within gheent zones;

granting license or temporary permission to argw nanalogue terrestrial
broadcasting operator applicant will be severedyrieted,;

parallel broadcasting of both the analogue arel digital (simulcast) being
limited to one year duration upon the expiry of eththe concerned analogue
broadcasting license/s will be terminated. Thusréuse of liberated spectrum of
analogue broadcasting is provided for further bugdof digital terrestrial TV
broadcasting networks as per the Plan;

establishing criteria for switch-off of analogli® broadcasting, but not later
than end 2012;

nation-wide coverage by digital terrestrial brcagting to be completed in all
zones by end 2015;

factual digital dividend definition (HDTV, Mobil&V, wireless wide band, etc.);
and

timely supply of Set Top Boxes (STB) to the pagon at affordable prices and
risks involved.

Impact of the digital terrestrial broadcasting Plan of RRC-06 and GE 06 Agreement

RRC-06 and GE 06 Agreement guarantee to the Balg@&dministration to have at its
disposal and use at its discretion 10 nation-weelevarks for terrestrial digital TV
broadcasting, supplemented by 34 regional netwamkisby 23 networks dedicated to the
regions of Sofia and Varna.
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All measures are taken to ensure that this Plan is in full conformity with the GE-06
Plan and under the envelope concepadopted at the RRC-06. Furthermore the CRC,
following up the procedures established by RRC-06, has successfully transformed the
allotments into frequency assignments.

Transition to digital terrestrial TV broadcasting

The said transition will be executed into two plsaae follows:
First phase-start of the transition

Three nation-wide digital terrestrial TV networks

Two nation wide commercial TV broadcasting MFN/Sk&tworks, all DVB-T, will be
licensed to operators for deployment in allotmeones of Blagoevgrad, Burgas,
Kardzhali, Pleven, Plovdiv, Ruse, Shumen, Smolfofia, Stara Zagora, Varna and
Vidin by June 2009 (SFN only within any allotmeonhe)

Licensed operator shall start “Island Coverage”abddoast within allotment zones of
Burgas, Plovdiv, Ruse, Sofia, Stara Zagora, Vanth\ddin by December 2009 and by
June 2011 the licensed operator must ensure at18#spopulation coverage.

Same licensed operator by June 2010 shall staldntsCoverage” broadcasting in
Blagoevgrad, Kardzhali, Pleven Smoljan and Shumand by December 2011 the
licensed operator must ensure at least 75 % populedverage.

Furthermore, relevant licensees with authorizawanted must ensure at least 95%
population coverage of all above-mentioned twell&raent zones by December 2012.

lin accordance with the modifications and amendsenade as of 19.03.2009 to this
Plan, the Communications Regulatory Commissiondezéded (by its decision No 358
of 8 April 2009) to issue an open invitation fentdering procedure for two national
commercial DTTV networks with deadline for applications 12yWe009. Six candidates
have applied for relevant frequency spectrum usagRorization.

On 05 June 2009 the CRC has granted authorizatordéployment and operation of
two national DTTV broadcasting networks of 15 yedwsation to the contest winner
TOWERCOM BULGARIA EAD, however the above-menti@ecsion No. 3 of the
Constitutional Court might have an adverse impactlos CRC decision.

The undertaker winning the contest is obliged to:

» start broadcasting on “island” principle by Decemb@009 for said seven
regions and by June 2010 for remaining five regions

» ensure population coverage of 75% by June 201thimse seven regions and by
December 2011 for remaining five regions; and
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» ensure 95 % population coverage by December 20d2lfdhe twelve regions
where digital terrestrial TV broadcasting serviseto be provided.

Furthermore, in accordance with the said modifioas and amendments to the Plan and
retained in the final October 2009 Plan, it has mekecided to grant authorization for
use of frequency spectrum dedicated to one natinadlork forpublic radio and TV
broadcasting operators (BNR and BNTV) by Septer20@9.

In accordance with the newly enacted Public Brastiog Law of 12 May 2009, the
Communications Regulation Commission (CRC) shogldint an authorization for

frequency use to the National Company “Public CdgiBroadcasting”, without any

contest nor tendering procedure, but upon submissfarelevant application documents
as required by Electronic Communications Law inardo enable terrestrial digital

broadcasting of the programmes of both the Bulgariational Television and the
Bulgarian National Radio. This Company shall:

» start broadcasting on “island” principle by April®L0 for seven regions and by
November 2010 for remaining five regions;

» ensure population coverage of 75% by June 201kdat seven regions and by
December 2011 for remaining five regions; and

* ensure at least 95 % population coverage by Decer@ibd?2 for all twelve
regions where the digital terrestrial broadcastisgrvice is to be provided.

Twelve regional commercial digital terrestrial TV networks

Twelve regional SFN networks were to be licensedperators within allotment zones of
Burgas, Plovdiv, Sofia and Varna (three SFN netwarkch) by June 2008. Licensees
were to start “Island Coverage” broadcast withird sdlotment zones by January 2009
followed by ensuring of full population coverage the said four allotment zones by
January 2010.

In accordance with the modifications and amendman©.03.2009 made to the above-
mentioned Plan and retained in the final Octobe@2®lan it has been decided to grant
twelve SFN frequency spectrum use authorizationsrdgional commercial digital
terrestrial TV broadcasting networks( three SFN ks each for Burgas, Varna,
Plovdiv and Sofia) by December 2009.

The undertaker winning the contest shall:

» start broadcasting on an “island” principle in theespective areas, where service
is to be provided, by June 2010; and

» ensure population coverage of at least 95% fohemea, where service is to be
provided, by January 2011.
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Second phase of the transition

Additional three nation-wide digital terrestrial commercial TV broadcasting networks

Furthermore, in accordance with the former versainthe Plan, three nation-wide
MFN/SFN networks, two of them DVB-T plus one DVB-Mere to be licensed to
operators for deployment in the allotment zone8wifgas, Plovdiv, Ruse, Sofia, Stara
Zagora, Varna and Vidin by July 2010.

Licensed operators were to start “Island Coverdgeadcast within said allotment zones
as from January 2011 and they must ensure at T&@t population coverage of said
allotment zones by December 2013.

Exactly one year later, after the simulcast expmgw licenses were to be granted to
operators by July 2011 with obligations to stadléhd Coverage” broadcast within the
allotment zones of Blagoevgrad, Kurdzhali, Plevmolyan by January 2012, being
followed by obligations to ensure at least 75% pafpan coverage by July 2014.

Furthermore, relevant licensees were obliged tourendull population coverage
inclusively for the above-mentioned twelve allotheones by July 2015.

However, in accordance with the said modificaticersd amendments, made as of
19.03.2009 to this Plan and retained in the finatsion of theOctober 2009 Plan, the
Communications Regulatory Commission, by its Decidio 360 of 08 April 2009, has
issued an open invitation for tendering proceduoe three nation-widecommercial
DTTV broadcasting networks with deadline for apgiicns 27 May 2009. Six candidates
have applied for this tender. The CRC has grantethaization for use of frequency
spectrum for three nation-wide commercial netwarks22 June 200 to the successful
applicant “HANU PRO BULGARIA EAD"..

The undertaker winning the contest shall:

» start broadcasting on “island” principle by June 20 for said seven regions and
by January 2012 for said remaining five regions;

» ensure population coverage of 75% by December 26r18even regions and by
July 2014 for remaining five regions mentioned ah@nd

* ensure at least 95 % population coverage by JurksJ0r all twelve above-
mentioned regions where DTTV service is to beigeal.

Additional fifteen regional commercial digital terrestrial TV networks

In accordance with the former version of the Pfdtgen regional SFN networks were to
be licensed to operators for deployment in thetrakémt zones of Blagoevgrad, Burgas,
Kardzhali, Pleven, Plovdiv, Ruse, Smolyan, Sofiafi&&City, Stara Zagora, Strandzha,
Shumen, Varna, Varna-City and Vidin by July 2010.
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These licensees would have been obliged to s&artl Coverage” broadcast within said
allotment zones as from January 2011 and they woald been required to ensure 90-
95% of population coverage in the above-mentionletnaent areas by December 2012.

In accordance with the modifications and amendmemsle as of 19.03.2009 to this
Plan and retained into the final version Octobe®2f the Plan, it has been decided to
issue fifteen authorizations for regionadmmercial digital terrestrial TV broadcasting
networks It is expected that relevant authorizations foe wé frequency spectrum shall
be granted by December 2010:

The undertakers winning the contest shall:

» start broadcasting on “island’ principle by July 20 for respective areas where
the DTTV service is to be provided, and

* ensure population coverage of at least 90 % fopeetive areas where the DTTV
service is to be provided by December 2012.

The “sliding” approach decided to be applied byshiountry is based on use of the
spectrum for the second phase being liberated byirtiplementation of the first phase
during which national analogue terrestrial TV braasting programmes, benefitting
from the mast-carry obligation, have been already transfornm&od digital carriage format.

DVB-H versus HDTV

In accordance with the former version of the Plubject to license application/s for
digital terrestrial HDTV broadcasting network/s fggisubmitted latest by December
2011 to competent regulatory authorities, or upetiative of competent regulatory
authority, license/s may be granted to relevantaipe’s for deployment and operation of
digital High Definition TV terrestrial broadcastimgtwork/s.

Possibility might exist to restructure SDTV into A DTTV service in all DTTV
multiplexes, should the market be ready for itMumted that:
a) HDTV attractive programme content is in abundance
b) HDTV quality receivers with screens bigger thani€h at affordable prices are
dominating the market;
c) Terrestrial DHTV delivery still remains more attti@e than satellite, cable or
IPTV delivery;
d) Blu-ray recorders and players are widely in use;
e) Quality of service and robustness of delivery rersaiutstanding; and
f) Last but not least the business plans continue ®ubcessful.

In general for entirely HDTV service with perforgitMPEG-4 encoders it is possible to
expect delivery of 7 to 21 HDTV nation-wide prograes within UHF Bands IV and V,
but below 790 MHz.
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However in the latest version October 2009 Plangrevious provisions for HDTV have
been replaced with provisions for DVB-H, namelyt tibject to license application/s for
DVB-H broadcasting networks being submitted beyDedember 2012 to competent
regulatory authorities, or upon initiative of contpet regulatory authority, license/s may
be granted to relevant operator/s for deploymerd aperation of DVB-H broadcasting

networks.

Number of European TV Broadcasters are already anomg introduction of HDTV
digital terrestrial broadcasting service or makiptans to go for it.

The growing size of the Flat Panel Displasy gettthinner and thinner, constantly

improved technical features like better contrast arwolor rendition, reduced energy
consumption with falling prices made availablehe consumers, together with the large
scale introduction of Blu Ray HDTV video disks, dhd growing offer of HDTV over

satellite or cable (around 200 HDTV programmes mad@ilable to the European

viewers from the sky only) would have an impacewary European broadcaster and
perhaps the Plan might well be reconsidered again.

The pros and cons of the DVB-H and the HDTV witldmee apparently more clear for
the viewers and the market forces withinr nextehyears. Only time will tell which one
of them will win.

One Year Simulcast Limitation

The period of parallel broadcasting of both anaéogand digital terrestrial TV

broadcasting (simulcast) is limited to one yeaerathe start up of digital terrestrial
broadcasting within relevant “Island”. Upon expof this one-year period all analogue
terrestrial TV broadcasting transmitters within theland” territory coverage will be

switched-off in principle, however exceptions may dgranted spectrum permitting, in
particular for remote rural areas.

Appropriate measures will be taken to ensure adegectrum allocation/s in order to
guarantee the practical implementation of this tegyuirement.

“Must carry” obligation

The Electronic Communications Law, October 2009ichg 47 stipulates that it is within
the purview of the Council for Electronic Media EM), empowered by the Law for
Radio and Television, to decide on the programmkgaion within any network,
inclusive national public broadcasting TV progransna Bulgarian National Television.

Taking into account the existing severe spectrumsiraints, the Second Phase of the
Transition Plan may be implemented only on coodithat relevant spectrum indeed be
liberated by the already licensed operators ofced terrestrial digital TV broadcasting
with nation-wide coverage networks. In this regardl in order to ensure that the
above-mentioned requirement of the Electronic Comoations Law will be met, either
the said licensed operators must have new licegemsted for nation-wide network
coverage of digital terrestrial TV broadcastingidgrthe First Phase of Transition, or
alternatively, in consistency with the decisiontbé CEM on the network assigned to
carry the programme/s of Bulgarian National TelewvigBNT) a “must carry” obligation
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be imposed on relevant operator/s, being licensedation-wide digital terrestrial TV
Broadcaster during the First Phase of Transitiooroter to carry the programme/s of
Bulgarian National Television and other nation-wadenmercial television programmes.

Analogue switch-off

Firm decision has beet taken to impose the swittlooany analogue TV terrestrial
broadcasting transmission in this country by Decam2012 at the latest.

Digital dividend

The switchover from analogue to digital broadcagtimill create new distribution
networks and expand the potential for wireless wation and services. The digital
dividend accruing from efficiencies in spectrum gesavill allow more channels to be
carried with variety of fast data transmission saéed lead to greater convergence of
services.

The inherent consistency of data flows over longtatices and flexibility offered by
digital terrestrial broadcasting will support mabiteception of video, internet and
multimedia data, making applications, services aridrmation accessible and usable
anywhere and at any time. Along with the introdoctof innovations such as Handheld
TV Broadcast (DVB-H) and High-Definition TelevisidiDTV), it will provide greater

bandwidth which, in full consistency with “Europe®&arliament resolution Towards a
European policy on the radio spectrum” {2006/2202)}, could increase the

widespread availability of affordable mobile/wire¢ebroadband, including in rural areas.

After 2012, if there is an interest declared oeraéatively by initiative of competent
regulatory authority, an authorization might be ngeal for use of radio frequency
spectrum for deployment of DVB-H networks and/@rhaps the HDTV.

Services ancillary to broadcasting (wireless mibanes, talk back links), planned on a
national basis, could also be extended.

Low Power Devices, Public Protection and Disast&lieR (PPDR), new wireless
technologies might also be a potential benefadbtise digital dividend.

Because of the complex and interleaving reasorsycaded inter alia with the said
purpose and mission of the introduction of digitAl terrestrial broadcasting in this
country, it will be very difficult in the mid-ternfuture to quantify the spectrum which
will be available for use of services other thaoducasting. Therefore it is foreseen that
the factual quantitative balance of the spectrirerited will be done not earlier than the
complete analogue switch-off at the end of 2012 rmotdater than end 2015, and in full
conformity with the decisions taken at the WRC-07.

Brief summary of the transition to DTTV broadcasting

Simulcasting between analogue and digital ter@dstiv broadcasting will be applied but
not permitted for more than one year duration, pkoeremote rural areas.

Two phases of transition to digital TV terrestriaoadcasting will enable gradual
transition to digital.

16



Six nation-wide DVB-T MFN/SFN networks-licensed ogt®rs must ensure at least
95% population coverage in all fifteen allotmennes: first three by December 2012,
remaining three by June 2015.

Twenty seven regional SFN networks must ensureast 95% population coverage in all
fifteen allotment zones: first twelve SFNs by Jagu2011, remaining fifteen SFNs must
ensure at least 90 % population coverage by DeceRide.

License applications for digital terrestrial DVB##oadcasting may be submitted beyond
December 2012 to competent regulatory authoritiesppon initiative of competent
regulatory authority, license/s may be grantedetevant operator/s for deployment and
operation of DVB-H broadcasting networks

Interactive services and applications will be emagad.

Switch-off of all analogue TV terrestrial transmass will be completed by December
2012.

Transition to digital terrestrial TV Broadcastinga#l be terminated by June 2015 and
factual digital dividend shall be established.

Allotment zones

The Figure below on next page defines the distiobubf allotment zones on the map of
Bulgaria as per RRC-06.
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FIGURE
Allotment zones for the Republic of Bulgaria defind by RRC-06

Varna City

Blagoevgrad
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