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Uniform payment account considered unconstitutional
• The Constitutional Court rules that the automatic settlement of tax liabilities and social security 

contributions under the uniform payment tax account breaches the Constitution. The underlying 
argument is that social security and taxes are of a different nature and cannot be offset against each 
other. Following the decision, amendments are introduced under which the settlement of the public 
liabilities would be split in four separate accounts (three for social security and one for taxes). 

• An updated list with bank accounts and payment codes which would apply from 1 March 2014 is 
available together with guidelines on the payment method for tax and social security liabilities.

Legal developments and court practice
• А recent decision of the Court of Justice of the European Union (CJEU) on a Bulgarian referral 

provides additional arguments in favor of diligent tax payers in the context of the increased attempts 
of the tax authorities to deny VAT credit without having proof of participation in VAT fraud. 

The decision further elaborates on the meaning of “entering into the supplier’s accounts of the cost 
borne by them in respect of the supply of their services” in the context of the right to input VAT 
deduction and a date of supply of services. According to the CJEU, the Bulgarian rules determining 
that the taxable event of for services occurs when there are grounds for recognition of the income 
from it, contradict the European law. This requires a review of the existing practice for determining 
the taxable event of supply of services to avoid late charging of VAT or refusal of deduction.

• The Constitutional Court is currently reviewing the constitutionality of the 20% green energy fee.

• Draft amendments to the law foresee new rights for consumers in online shopping. They would 
be able to claim damages when the trader has used practices held as unfair trade practices by the 
Supreme Administrative Court.

In the new edition of the Tax & Legal Newsletter, you can find the highlights of some 
recent developments in the tax and commercial legislation. 
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More scrutiny for some international 
corporate structures
• The Dutch tax authorities will automatically notify the Bulgarian 

tax office if treaty relief under the Double Tax Treaty is sought but 
no business substance is present in the Netherlands. Following 
international pressure, the Netherlands introduces a new system 
of substance requirements for Dutch companies engaged 
primarily in financing and licensing activities. Thus, Dutch 
taxpayers will now have to disclose in their tax return if they fail 
any of the requirements which will then trigger the notification 
procedure.

• Effective from 1 January 2014 a law on financial dealings with 
entities connected to offshore jurisdictions came in to force. 
Companies whose direct or indirect owners are located in low tax 
jurisdictions are subject to restrictions for participating in certain 
activities that require a special license, for example, banking, 
insurance, etc. They are also restricted in term of participating in 
public procurement and private public partnerships. 

The circumstances that release companies from the restrictions 
have to be registered with the Commercial Register. Affected 
persons need to bring their business in compliance with this 
law by 1 July 2014. If not, they might be sanctioned and risk 
business discontinuation. 

In addition, transactions between Bulgarian tax residents and 
companies registered in tax havens or controlled by persons 
based there, will be treated as related party transactions for tax 
purposes. Therefore, the rules for transfer pricing have to be 
observed in order to avoid assessments and penalties for hidden 
profit distribution.

Tax compliance and procedures
• The National Revenue Agency released a new template of the 

annual corporate tax return for 2013 where it is explicitly noted 
that the overpaid tax for the year can be automatically offset 
against general tax liabilities. Taxpayers can voluntarily disclose 
hidden profit distribution. A new appendix has been introduced 
where transactions with related parties and offshore companies 
are reported. Clarifications on its application are expected. 

• The bylaw on control of “high fiscal risk” goods is promulgated; 
it sets the rules of the newly introduced tax procedure aimed at 
countering tax fraud with them. In the meantime, the list of “high 
fiscal risk” goods was also published and it includes only food 
items, such as meat, milk, fruit, etc.

Taxation and movement of individuals
• Management income earned through a fixed place of business 

outside Bulgaria has been explicitly distinguished from 
employment income.

• Amendments to the law give additional possibilities of obtaining 
a permanent residence permit and citizenship for investors and 
their family members.

• Under certain conditions, candidates for a Bulgarian passport can 
now keep their original citizenship as well. 

• Foreign shareholders of Bulgarian companies do not need a work 
permit for management activities.

World tax news brief
• Greece: The tax authorities adopted procedures for advance 

pricing arrangements. The latter will apply to cross-border 
intercompany transactions that take place from 1 January 2014 
onward.

• Albania: From 1 January 2014, taxation of employment income 
changes from a flat tax rate regime of 10% to a progressive tax 
scale with tax rates of 13% and 23%.

• Cyprus: Effective from 13 January 2014, the standard VAT rate 
increased from 18% to 19%, while the reduced VAT rate of 8% 
increased to 9%.

• France: An “exceptional solidarity tax” was temporarily 
introduced which is due by companies for remuneration 
exceeding EUR 1m to an employee or a director in the calendar 
years 2013 and 2014. This is, however, capped at 5% of its 
annual turnover.

• Norway: A reduction in the corporate income tax rate from 28% 
to 27% effective from 1 January 2014 is adopted.



EY  |  Assurance | Tax | Transactions | Advisory

About EY
EY is a global leader in assurance, tax, transaction and advisory 
services. The insights and quality services we deliver help build trust and 
confidence in the capital markets and in economies the world over. We 
develop outstanding leaders who team to deliver on our promises to all 
of our stakeholders. In so doing, we play a critical role in building a better 
working world for our people, for our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of 
the member firms of Ernst & Young Global Limited, each of which is a 
separate legal entity. Ernst & Young Global Limited, a UK company limited 
by guarantee, does not provide services to clients. For more information 
about our organization, please visit ey.com.

© 2014 Ernst & Young Bulgaria EOOD
All Rights Reserved.

This material has been prepared for general informational purposes only and is not intended to 
be relied upon as accounting, tax, or other professional advice. Please refer to your advisors for 
specific advice.

If you wish to subscribe other representatives from your organization to our newsletter, or you 
would like to not receive it anymore, please send us an email at (EYTaxNewsletter@bg.ey.com) or 
fax: +359 2 81 77 111

Ernst & Young Bulgaria EOOD
Ernst & Young Law Partnership
Polygraphia Office Center
47А, Tsarigradsko Shose Blvd., floor 4
1124 Sofia, Bulgaria
Tel: +359 2 81 77 100
Fax: +359 2 81 77 111
ey.com

For more information, please contact:

Marcel Schwab
Marcel.Schwab@bg.ey.com
+359 2 81 77 141

Milen Raikov
Milen.Raikov@bg.ey.com
+359 2 81 77 155

Evguenia Tzenova
Evguenia.Tzenova@bg.ey.com
+359 2 81 77 143

Nevena Kovacheva
Nevena.Kovacheva@bg.ey.com
+359 2 81 77 146

Boris Smolyanov
Boris.Smolyanov@bg.ey.com
+359 2 81 77 311


