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Bulgaria

1. Corporate taxation
1.1 Taxes on entities

Legal entities are subject to coprporate income tax on their profits.
The taxation of corporate income and profits is governed by the Corporate Inco-
me Tax Act (“CITA”)..
Corporate tax is not paid by entities liable to taxation only with alternative taxes 
for the respective activity specified in Section Five of the CITA
• enterprises funded by the budget, 
• the organizers of the gambling games specified in the CITA, 
• the entities engaged in ships’ operation activities.
The organizers of gambling games and the entities engaged in ships’ operation 
activities are subject to corporate taxation for all the remaining activities except 
for the ones subject to alternative taxation. Therefore, for the activities outside 
those subject to alternative taxation, these entities are subject to corporate 
taxation.

1.2 Residence and non-residence

Taxable persons are:

Resident legal persons;

Non-resident legal persons who carry out economic activity in the Republic of 
Bulgaria through a permanent establishment or from disposition of property of 
such permanent establishment, or who receive income from a source inside the 
Republic of Bulgaria;
 
Bulgarian resident companies are subject to Bulgarian tax on their world-wide 
profits.
Companies that are non-residents in Bulgaria are liable for taxes on all profits 
gained through a permanent establishment in the Republic of Bulgaria and on 
the income specified in the CITA accruing from a source inside the Republic of 
Bulgaria.

A company is resident in Bulgaria if it is registered pursuant to Bulgarian legisla-
tion. Most of the taxation rules, including the major rules relating to tax incen-
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tives, apply equally to resident and non-resident companies conducting activi-
ties through a Bulgarian permanent establishment.

1.3  Tax year and filing

The tax period for assessment of the corporation tax is the calendar year. In res-
pect of any newly incorporated taxable persons, the tax period covers the period 
from the date of incorporation thereof until the end of the year. 
The annual tax return shall be submitted on or before the 31st day of March of 
the following year at the National Revenue Agency territorial directorate exerci-
sing competence over the place of registration of the taxable person. 
• by 31 March of the next calendar year – submitting the annual tax return;
• by 31 March of the next calendar year – paying the corporate tax after ha-

ving deducted the advance payments made.
There are monthly and quarterly advance payments for corporate tax. The paye-
ments are Assesse base on taxpayer’s excepte taxable profit for the curent wear.
Advance payments are not made by:

1. taxable entities whose net sales income for the previous year does not ex-
ceed BGN 300 000;

2. newly incorporated taxable entities for the year of their incorporation, ex-
cept for those that are newly established as a result of transformation as per 
the Commerce Act (BG).

An annual activity report shall be submitted together with the annual tax return.

1.4  Types of income 

The tax base for assessment of the corporate tax is the taxable profit. 
Profits are determined in accordance with the generally accepted accounting 
principles (provided for in the respective accounting standards), subject to ad-
justments for tax purposes.
The taxable profit, called “tax financial result”, is determined in accordance with 
the accounting financial result adjusted for tax purposes with any permanent 
tax differences, temporary tax differences and specific amounts provided in the 
CITA.

The following accounting expenses shall not be recognized for tax purposes: 
any non-business related or undocumented expenses; any expenses on fines 
charged, penalties, fines and other sanctions imposed for violation of statutory 
instruments; any default interest charged for late payment of public state or mu-
nicipal debts; expenses which are considered hidden distribution of dividends, 
etc.
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Some of the temporary tax differencies:

Valuation of Depreciable Assets for Tax Purposes
Maximum annual tax depreciation rates are between 4% and 50% depending on 
the type of asset.

Thin Capitalization
If the debt to equity ratio of the company exceeds 3:1 part of the interest ex-
penses may not be tax deductible in the current year. However such interest 
expenses may become tax deductible in the following five consecutive years if 
certain conditions apply.

Other temporary tax differences:
• subsequent appraisal of biological products and agricultural (farming) pro-

ducts
• subsequent appraisals of receivables
• provisions for liabilities
• expenses regarding the accumulated unused (compensable) leave of ab-

sence
• expenses which constitute income of local natural persons not being paid 

until 31 December of the current year, etc.

Bulgaria levies taxes on certain expenses. Both the respective expenses and the 
applicable tax on them are deductible for corporate income tax purposes.

The following expenses are subject to tax on expenses:

Business entertainment expenses
Benefits to the personnel (“Social Expenses”)
Expenses relating to use and maintenance of company assets for personal pur-
pose 
The tax rate is 10% on the accrued expenses.

Withholding tax is levied on:

Dividends and liquidation shares, distributed by resident legal persons in favour 
of:
• non-resident legal persons (legal entities), except for the cases when divi-

dends are realized by the non-resident legal person by means of a perma-
nent establishment in Bulgaria;

• resident legal persons who are not traders.

BULGARIA
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Withholding tax is not levied on dividends and liquidation shares when they 
are distributed to:
• a local legal person participating in the company’s capital as a representative 

of the State;
• a contractual fund;
• a non-resident legal person that is resident for tax purposes of a Member 

State of the European Union or a State party to the Agreement on the Euro-
pean Economic Area.

Withholding tax is also levied on the following types of income of non-resident 
legal persons, when these types of income have not been realized by means of 
a permanent establishment in Bulgaria:

1. Income from financial assets and from transactions with financial assets, is-
sued by resident legal persons, the State, and the municipalities.

2. Interest, including interest, which is part of the payments under financial leasing.
3. Income from rent or other granting of movable property for usage.
4. Royalties.
5. Remuneration for technical services.
6. Remuneration under franchise and factoring contracts.
7. Remuneration for management or control of a Bulgarian legal person.
8. Income from rent or other granting of immovable property, located in Bul-

garia, for usage.
9. Income from disposal of immovable property, located in Bulgaria.
10. Penalties and compensations of any kind, charged to the benefit of non-re-

sident legal persons established in jurisdictions with preferential tax regime, 
except for the compensations under insurance contracts.

Withholding tax is not levied on income from disposal of financial assets pur-
suant to § 1, Item 21 of CITA’s additional provisions.

The withholding tax for dividents and liquidation shares is 5%.
Dividends are subject to 5% withholding tax when distributed to individuals, re-
sident non-profit entities and non-residents (except for EU/EEA entities).
The tax rate for the tax on all other types of income as per Art.195 of the CITA  is 
10 per cent.

1.5  Group income and grouping arrangements

There is no group taxation in Bulgaria. Each entity is taxed as a separate taxpayer.
Bulgaria has tax rules regulating the tax deductions and the taxable revenue from 
transactions between related parties (“the transfer pricing rules”). The transfer 
pricing rules are broadly similar to the generally accepted OECD standards appli-
cable in other EU and OECD countries.
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1.6  Capital gains

No specific taxes are charged on the capital of businesses or their net worth 
or on their assets. In particular, no capital duties or material stamp duties are 
payable on the incorporation of a Bulgarian company or on its capital or on sub-
sequent contributions to the capital.

Dividents

Dividends distributed to resident companies are not included in their taxable in-
come except for dividends distributed by Special purpose investment companies 
or Non-EU/EEA foreign entities.

1.7  Losses

Tax loss must be carried forward gradually, in the course of the 5 subsequent 
years, until all of it has been carried forward. The entity shall exercise his right 
to opt for deducting the tax loss in the first year, following the year in which the 
tax loss occurred, in which it has formed positive tax financial result prior to 
deducting the tax loss.
In case of a merger, the right to be carried forward can be lost.

1.8  Exemptions

The withholding tax on interest and royalties to EU related parties is 5%.

Tax incentives upon hiring of unemployed persons 
Such legal entities are entitled to debit the accounting financial result by the 
amounts paid for labor remuneration and the contributions remitted on behalf 
of the employer to the public social insurance funds and the National Health 
Insurance Fund during the first twelve months after the hiring.

Tax incentives for enterprises hiring people with disabilities- 
Such entities may be allowed to retain 100 % of the corporate tax otherwise due 
under certain conditions.

Tax incentives for Social and health security funds- 
Such entities are allowed to retain 50 % of the corporate tax on their economic 
activity directly related to their primary activity otherwise due under specific 
conditions) etc.

BULGARIA
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1.9  Rates 

The rate of corporation tax is 10 %.
The withholding tax is 10 %.
The withholding tax for dividents and liquidation shares is 5%.
The final tax on certain expenses is 10%

1.10  Double tax relief

Double tax relief is according to the signed mutual agreements between the 
countries and Bulgaria and it is applied with priority to the national legislation. 
Any taxes withhold in Bulgaria may be claimed for refund if applicable in the 
agreement. Bulgaria has currently Double Tax Avoidance Agreements with 69 
countries (including all of EU countries and one with the United States of Ame-
rica).

2. Personal income taxation
2.1  Taxes on income

The annual taxable income is defined as an aggregate of the total income re-
ceived by the individual during the calendar year with the exception of income 
which is non-taxable by virtue of a law and any income specifically excluded 
from annual income which is taxed separately under specific rules.
To the annual taxation and declaring of income applicable are the provisions of 
the Personal Income Tax Act (PITA).

2.2  Residence and non-residence

In general individuals are considered Bulgarian tax residents if:
They have stayed in Bulgaria for more than 183 days in any 12-month period; or
The centre of their vital interest is in Bulgaria (determined in view of their per-
sonal and economic ties to the country, e.g. factors like permanent address in 
Bulgaria, family, employment, possession of property, etc.)
 
Resident natural persons are liable to taxes on any income acquired from sources 
inside and outside the Republic of Bulgaria. Non-resident natural persons are 
liable to taxes on any income acquired from sources inside the Republic of Bul-
garia.
Any person, who has a permanent address in Bulgaria but whose centre of vital 
interests is not situated in the country, shall not be a resident natural person.
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2.3 Tax year and filing

The tax period for assessment of the income tax is the calendar year.
Natural persons who are subject to Bulgarian taxation are obligated to file an 
annual tax return. The obligation to submit an annual tax return does not apply 
to persons who have received only: 
(a) employment income for which the full tax due has been withheld; 
(b) non-taxable income or 
(c) income subject to a final tax (see section Corporate taxation). 
The tax return must be filed before the 30 th day of April of the year following 
the year in which the income has been received.
All taxes due should be paid by the same date. Certain items of income are also 
subject to advanced tax payments through the year on monthly or quarterly 
basis.

2.4  Types of income

The Subject to taxation on the common annual tax base is the income of indivi-
duals received from:
• employment relations;
• economic activity different from the economic activity as sole proprietor 

and from other economic activity as per Art. 29a of the PITA;
• renting or other leasing of rights or property for consideration;
• assignment of rights or property;
• other sources.

Note: income from other economic activity as per Art. 29a of the PITA is the 
income from the economic activity of individuals registered as tobacco growers 
and farmers, who according to law or at their own discretion are levied under 
the procedure stipulated for the taxation of sole proprietors’ income.

The tax on the common annual tax base shall be assessed by multiplying the 
common annual tax base by 10% tax rate.

The income from economic activity as a sole proprietor and the income from 
other economic activity as per Art. 29a of the PITA shall be levied with tax on the 
annual tax base, at 15% tax rate.

Tax deductions apply in some cases, including:

Mandatory social security and health insurance contributions;
Statutory deductions for freelance professions, rental income, etc. ;
Voluntary personal insurance up to certain limits;
Certain donations and other specific expenditures.

BULGARIA
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Businesses of Individuals/Sole Traders

A specific provision with respect to sole traders provides that the tax basis of a 
registered sole trader is the taxable profit calculated in accordance with the tax 
rules applicable to corporations. This provision applies to the income from eco-
nomic activity of a natural person who is a merchant within the meaning given 
by the Commerce Act but is not registered as a sole trader. The taxable income 
referred to herein excludes the accounting financial result formed by activities:
on which alternative taxes are levied under the Corporate Income Tax Act ;
on which a Final Tax (annual license) is levied.

The annual taxable amount of a sole trader shall be determined by debiting the 
contributions for social and health insurance from the taxable income referred 
to herein for the tax year.

Wage income 

Salaries and other payments due for employment are included in the calculation 
of annual taxable income and are subject to personal income tax. The employer 
is required to withhold income tax from the wages of the employees on a mon-
thly basis. The law provides specific rules for determining the taxable amount for 
tax on income from labor relationships. The wage withholding tax is charged at 
the flat tax rate of 10 %.

Deductions that may be used:
• Tax Relief for Persons of Reduced Capacity for Work ;
• Tax Relief for Personal Contributions for Voluntary Insurance ;
• Tax Relief for Personal Contributions for Insurance Length of Service ;
• Tax Relief for certain types of Donations ;
• Tax Relief for children, etc.

2.5 Capital gains

Usually the capital gain is the difference between the sale price and the acquisi-
tion price (immovable property, financial assets, some types of movable proper-
ty).  The tax rate is 10% on the positive difference.

2.6  Losses

N/A for natural persons. 
The same rules as for entities ( see CITA) are applicable for economic  activity as 
a sole proprietor.
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2.7  Exemptions

Certain types of income are exempt from taxation, including capital gains from 
disposal of shares on a regulated Bulgarian/EU/EEA market, income from dispo-
sal of certain real estate, etc.

2.8  Social security 

The base for mandatory insurance contributions is gross remuneration less sta-
tutory deductions in some cases. The insurance base income is capped at BGN 
2600 (approximately EUR 1330) monthly. The rates are between 30.7% - 31.4% 
paid by both the employer and the employee in a certain ratio. This includes:
13.8% - pensions fund
5% - universal pensions fund
0.4% - 1.1% - labor accident and occupational diseases fund
3.5% - common illness and maternity fund
1% - unemployment fund
8% - health insurance fund
Foreigners may be exempt from social security contributions in Bulgaria or the 
contributions  __ they make may be recognized in their home country under an 
applicable bilateral or multilateral social security agreement.

2.9  Expatriates

 There are not special rules for the taxation of expatriates.

2.10  Options

There are no special provisions for options. The general provisions for income 
acquired should be observed.

Partnerships

There are no special provisions.

2.11 Pensions

Contributions to pension funds are deductible from the taxable income. 

BULGARIA
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3.  Inheritance and gift tax
Tax Rates 

The rate of the tax is determined by an ordinance of the Municipal Council sepa-
rately in respect of each heir or legatee: 
• applicable to siblings and the children of siblings: from 0.4 to 0.8 per cent 

per portion in excess of BGN 250,000;
• in respect of any other persons: from 3.3 to 6.6 per cent per portion in ex-

cess of BGN 250,000.

Donation and disposal without consideration of any property are subject to tax 
at the following rates:
• Inheritance by a spouse, children and their descendants is exempt from tax
• from 0.4 % to 0.8 % applicable to inheritance exceeding BGN 250,000 in fa-

vor of siblings and their descendants;
•  in respect of any other persons: from 3.3 to 6.6 per cent per portion in ex-

cess of BGN 250,000
• from 0.4 to 0.8 per cent: applicable to donations between siblings and the 

children of siblings; 
• from 3.3 to 6.6 per cent: applicable to donations between any persons other 

than the persons referred to.

Exact rate is determined by each municipality.
Exemption from transfer taxes is provided for privatization of assets, for in-kind 
contribution of assets to the share capital of a company as well as in some other 
cases provided in law.

4. Wealth Tax
There is no wealth tax in Bulgaria.

5. Value Added Tax 
5.1  Rates

Pursuant to Bulgarian legislation the following transactions are subject to VAT:
• each taxable supply of goods or services performed in exchange for consi-

deration;
• each intra-Community acquisition performed in exchange for consideration, 

whereof the place of transaction is within the territory of the country, by a 
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person registered under this Act or by a person on whom an obligation to 
register has arisen;

• each intra- Community acquisition of new means of transport performed 
in exchange for consideration, where the place of transaction is within the 
territory of the country;

• the import of goods;
• each intra-Community acquisition whereof the place of transaction is within 

the territory of the country of excisable goods.
Under Bulgarian legislation “taxable person” shall mean any person who inde-
pendently carries out an economic activity, whatever the purpose and results of 
that activity. As of 19 December 2007 persons who practice a freelance profes-
sion, including private bailiffs, lawyers and notaries, etc. are also
subject to obligations under the Value Added Tax Act.

The standart rate of VAT on goods and services is 20%.
Reduced rate of VAT applicable to hotel services is 9%.

Main transactions which are exempt from VAT are:
•  health care services and supply
• supply linked to welfare and social security work;
• credit, finance and insurance services;
• transfer of shares, bonds and other securities;
• the transfer of the right of ownership of land, excluding development land 

and land situated under buildings; 
VAT can be reimbursed if there is a deduction procedure started and on the third 
month it is not entirely deducted. The National Revenue Agency shall restore it 
in 30-days term from the submission of the last reference-declaration or offset 
it against other tax liabilities. 
There is faster procedure for companies that are exporting goods as main acti-
vity – one month period for reimbursement.

6. Other taxes
Real Estate Tax

Taxable properties include built up land and non-built construction plots. No tax 
shall be levied on agricultural land tracts and forests.
Taxable persons are the owners or holders of limited real rights over the taxable 
property.
The tax rate is determined by each municipality within a range of 0.01% to 0.45% 
annually on the higher between the gross book value and the assessed value of 
the property. A reduction of 50% of the tax is allowed if the property is a main 
residence.

BULGARIA
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Garbage Collection Fee

The garbage collection fee is determined by each municipality within a range es-
tablished by law. Generally it is levied on the gross book value of the real estate. 
Alternatively, it may be determined on the basis of the number and volume of 
waste containers used.

Vehicle Tax

Vehicle tax is payable by the owners of road vehicles, ships and airplanes regis-
tered in Bulgaria. The rate of tax depends on the type and the characteristics of 
the respective mean of transport, e.g. the vehicle tax for cars is determined by 
the engine power. The tax is due on an annual basis.
 
Tourist Tax

This tax is applicable to the persons/legal entities offering overnight lodging.
The tax rate is determined by the Municipal Council from 0, 20 to 3 BGN for each 
night’s lodging in accordance to the city in the Municipality and the category of 
the premises for night’s lodging.
 
Final Annual (License) Tax

This tax is charged by the municipalities and is not income to the central budget. 
The license tax is applicable to natural persons and sole traders only (not legal 
entities) and under the following conditions:
• performance of certain activities pointed out in the Income taxes on natural 

persons act;
• turnover of the person for the last preceding not exceeding BGN 50,000, and
• the person is not registered under the VATAct, with the exception of registra-

tion for intra-Community acquisition.
Tax on Insurance Premiums
2% tax is due on insurance premiums for insurance contracts covering risks on 
the territory of Bulgaria. The tax should be collected by insurers but it is intended 
to be a burden to the insured.
Certain insurance premiums are exempt from the tax (e.g. life insurance, perma-
nent health insurance).

Packing Charge

The packing charge is levied on the import of packed products or on the sale 
of locally manufactured packed products on the Bulgarian market. The charge 
is collected for the provision of the public services related to management of 
packing waste.
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The charge is not payable if the importer/ manufacturer has put in place a pro-
per system of management and recovery/recycling of the packing waste.

BULGARIA

Contacts

Tax Account LTD
Sofia, 1202, Tsar Simeon #82 A,
 fl.2
tel/fax. +3592 980 93 97
e-mail : taxaccount@abv.bg
Diana Kiskinova 
Svetla Lambreva
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