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Tax legislation changes for 2017

In the end of 2016 the Bulgarian Parliament adopted amendments to the 
Corporate Income Tax Act (“CITA”), the Personal Income Tax Act (“PITA”), 
the Value Added Tax Act (“VATA”), the Excise Duty and Tax Warehouses Act 
(“EDTWA”), the Local Taxes and Fees Act (“LTFA”), and the Social Security Code 
(“SSC”), which came into force on 1 January 2017.

The most important changes are described briefly below:

Possibility for filing a correcting annual corporate 
income tax return

Tax payers will be able to file a one-off correcting corporate 
income tax return in case of mistakes identified after 31 
March of the following year and the submission of the regular 
corporate income tax return. The correcting return may be 
filed by 30 September of the following year. This will also apply 
for the corporate income tax return due for 2016.

The correction procedures existing until 31 December 2016, 
which include the notification of the National Revenue Agency 
(“the NRA”), will continue to apply in all other cases. 

The scope of events that may trigger a correction is increased. 
It will now include adjusting events within the meaning of the 
applicable accounting standards.

Mandatory electronic submission of returns as of  
1 January 2018

As of 1 January 2018, tax payers will be obliged to submit all 
returns under the CITA electronically. The discount currently 
granted for electronic submission will be discontinued after  
1 January 2018.

Other changes
No annual activity report will have to be submitted, in case no 
business activity has been performed throughout the year.

Newly incorporated companies will declare their choice for the 
method of taxation of personal use of company assets with the 
submission of their first annual corporate income tax return.
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Taxation and social security charges of 
individuals

Changes in reporting of individuals’ income

Individuals will be allowed to file a corrective tax return once 
until 30 September of the following year if they find a mistake 
in their submitted annual tax return (this rule would be 
applicable for 2016 annual tax returns as well).

Individuals may utilize a 5% discount from their outstanding 
tax liability for electronic filing of their annual tax returns by 31 
March of the following year, but no more than BGN 1,000  
(EUR 511). This rule would be applicable for 2016 annual tax 
returns as well.

As of 2017, certain types of foreign source income under 
Art. 38 of the PITA (e.g. dividends, interest, etc.), which was 
previously subject to quarterly reporting and taxation by 
Bulgarian tax residents will now be reported and taxed with the 
individual’s annual Bulgarian tax return for the respective year.

Successors will be able to file annual tax returns for the income 
of deceased individuals. If one of the successors submits a tax 
return, the others are exempted from this obligation.

Changes in the regulation of tax reliefs under the PITA

The documents evidencing entitlement to tax reliefs do not 
need to be enclosed to the annual tax returns, if they have 
already been provided to the employers and the reliefs have 
been utilized in full.

Regarding the tax relief for personal insurance contributions, 
the definition of life insurance in the PITA is specified, as 
follows:

• From 1 January 2016 until the changes effective as of 1 
January 2017: preferential regime, providing tax relief for 
contributions related to additional insurable risks (reference 
to Enclosure 1, Section 1, p. 1 and 3 of the Insurance Code).

• As of 1 January 2017: application of the previous regime 
(reference to Enclosure 1, Section 1, p. 1, “a” and “b” and p. 
3, “a” and “b” of the Insurance Code).

A new tax relief for cashless payments is introduced in the 
PITA. It may be utilized if 100% of the individual’s monetary 
income is received in bank account and at least 80% of the 
income is used for cashless payments. The relief amounts to 
1% of the tax due, but no more than BGN 500 (EUR 256).

The PITA explicitly states that tax reliefs could be utilized under 
the condition that the individual has no outstanding public 
liabilities at the moment of submission of the tax return.

Changes in the scope of non-taxable income, 
characterized as winnings or awards

Winnings or awards for participation in gambling, organized 
under a licence issued according to the legislation of an 
European Union (“EU”)/European Economic Area (“EEA”) 
Member State, will become non-taxable. 

The winnings of insignificant value received from entertainment 
machines or other games of chance will be considered as 
non-taxable as well. The term “winning of insignificant value” is 
defined as winning whose market price is up to BGN 30  
(EUR 15). 

Narrowing the exemption from taxation of non-
monetary contribution in a company 

No tax would be payable at the date of acquisition of shares, 
which were obtained against non-monetary contributions 
in companies. However, when the company transfers the 
property subject to non-monetary contribution against 
consideration, and as a result, the company decreases its 
capital and makes a payment to the individual, for tax purposes 
the individual would be considered to have sold the property 
on the date of registration of the non-monetary contribution in 
the commercial register. 

In these cases, the income is considered to have been acquired 
by the individual on the date of registration of the decrease of 
capital in the commercial register and is taxed under the PITA 
(if not considered as non-taxable).

New rules for determining the cost of sale/exchange 
of shares, acquired against a contribution of shares of 
another company 

The acquisition prize is the documented acquisition prize of 
the property, which was initially the subject of non-monetary 
contribution, if the income from sale/exchange of this property 
was taxable under PITA at the date of registration of the non-
monetary contribution in the commercial register.

Increase of the minimum monthly salary

The minimum monthly salary will be BGN 460 (EUR 235) as of  
1 January 2017.

The maximum monthly insurable income remains  
BGN 2,600 

There will be an increase in the thresholds of the minimum 
insurable income for basic economic activities and professions, 
aligned with the minimum monthly salary of BGN 460  
(EUR 235). 

There will be an increase in the differentiated minimum 
monthly insurance income for self-employed persons 
according to their taxable income for 2015, respectively BGN 
460 (EUR 235), BGN 500 (EUR 256), BGN 550 (EUR 281), and 
BGN 600 (EUR 307). 

There will be an increase in the minimum monthly insurance 
income for self-employed individuals who did not carry out 
business activity in 2015 and started activity in 2016 and 2017, 
respectively BGN 460 (EUR 235).

Increase of the amount of the contribution to “Pensions” 
fund

The amount of the contribution to the “Pensions” fund 
increases by 1%, of which 0.56 at the expense of the insurer 
and 0.44 at the expense of the insured person. 

The amount of the contributions for the other insurable risks, 
as well as for supplementary mandatory pension fund, teacher 
pension fund, and professional pension fund remain the same.

Statutory insurance contributions for all social security 
risks will now be payable on social expenses. 
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The statutory health insurance contribution remains 
unchanged

For 2017, the statutory health insurance contribution  
remains 8%.

Increase of the pension age in 2017

The pension age in 2017 will increase, respectively:

• Women: 61 years;
• Men: 64 years; or 
• Women and men: 66 years in case the individual has 15 

years insurable length of service (social pension).

The insurable length of service for 2017 is also increased, 
becoming 35 years and 4 months for women and 38 years and 
4 months for men.

Value Added Tax

Pro-rata VAT deduction in specific cases

VAT-registered persons will be obliged to claim pro-rata VAT 
credit for the acquisition of long-term assets, which will be 
used both for business and personal use. VAT credit can be 
claimed only for the part used for economic activities. The pro-
rata should be determined based on an allocation key, which 
guarantees the most precise calculation of the VAT which can 
be deducted.

The pro-rata deduction above is different from the existing 
proportional (partial) deduction. The latter applies when the 
acquired goods or services are used both for taxable and 
exempt services. For example, if the part of the long-term 
asset used for the economic activity of the entity is utilized 
both for taxable and exempt supplies, the taxable person 
will be entitled to claim pro-rata VAT deduction, as well as 
proportional (partial) VAT deduction.

There will be a new definition of long-term assets for the 
purposes of the VATA. It includes real estate, vehicles and other 
goods and services, which are or would have been long-term 
assets under the CITA with a value of BGN 5,000 (EUR 2,550) or 
greater.

Taxable persons will be able to claim pro-rata VAT credit for the 
acquisition of goods and services, which are not or would not 
have been long-term assets, if these goods and services are 
used partially for personal needs or VAT exempt supplies. 

In this case, the taxable person could claim VAT credit only 
for the part used for taxable supplies. This part should be 
determined based on a reasonable method. If taxable persons 
decide to use this opportunity, they will not have to observe 
the rules for proportional (partial) deduction in respect of the 
same goods and services, when these are also used for exempt 
supplies.

Obligation for annual adjustment of the claimed VAT 
credit in specific cases

Taxable persons will be obliged to perform an annual 
adjustment of the claimed VAT credit in case of a change in 
the use of long-term assets. The annual adjustment should be 
carried out for a period of 20 years for real estate, and 5 years 
for all other assets.

The formulas for calculation of the adjustment are amended. 
There will be different formulas depending on the type of 
the assets and the amount of VAT credit claimed upon their 
acquisition.

A transitional arrangement gives the opportunity for claiming 
(increasing the amount of claimed) VAT credit for certain 
assets, for which no or partial deduction was claimed upon 
acquisition, but the assets were later used exclusively for 
taxable supplies.

Adjustment of VAT deduction for advance payments in 
case of cancellation of the supply

The adjustment of VAT deduction for a payment made in 
advance will be obligatory upon the cancellation of the supply. 
This will be the case even if no credit note has been issued and 
the prepayment has not been refunded, as well as even if the 
supplier is no longer VAT-registered. The procedure for the 
adjustment will be determined with changes in the Regulation 
for Application of the VATA.

Correction of VAT returns and invoices by person who no 
longer have VAT registration

Corrections will have to be made upon:

• detection of errors in already submitted VAT returns;
• failure to issue an invoice (or credit/debit note), or a need 

for correction of an incorrectly issued invoice, before closing 
the VAT registration;

• change in the taxable amount, or cancellation of the supply, 
for which an invoice has been issued before closing the VAT 
registration.

The corrections of the VAT returns and issuance of invoices (or 
credit/debit notes) can be performed after making a written 
notification to the NRA and receiving authorization.

VAT treatment of consortia

The transfer of goods or services by a partner to a consortium 
for achieving the common goal under a consortium agreement 
will not be considered a supply for VAT purposes, unless the 
agreement specifically stipulates consideration. The right to 
VAT credit and the obligation for adjustment of deduction in 
respect of the goods or services will be with the partner, and 
not the consortium.

If a partner in a consortium is registered for VAT purposes, the 
consortium will be obliged to apply for VAT registration as well. 
Affected existing consortia are obliged to file an application for 
registration by the end of January 2017.

The changes are based in part on the existing practice of the 
NRA concerning the VAT treatment of the consortia. However, 
many issues still remain unresolved.

Intermediary acting in their own name but on other’s 
behalf

From 1 January 2017, two supplies will be considered to exist in 
the above scenario:

• a supply between the principal and the intermediary; and
• a supply between the intermediary and the third party.

It will no longer be considered that there is third supply of 
an intermediation service between the principal and the 
intermediary.

The taxable amounts of the two supplies will depend on the 
agreed remuneration of the intermediary (which will result 
from the differences between the prices of the two supplies).
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Tour operator margin scheme (“TOMS”)

TOMS will apply for supplies of single tourist service between 
tour operators.

Local Taxes and Fees

Waste collection fee

The prohibition for calculating the waste collection fee based 
on the tax value, gross book value or market price of the real 
estate has been postponed once more – for 1 January 2018.

By 31 March 2017, the Council of Ministers has to devise a new 
methodology for calculation in cooperation with the National 
Association of Municipalities, and submit a draft legislation, 
which would enter into force on 1 January 2018.

Excise duties

Changes in the excise duty rates for cigarettes

From 1 January 2017 the specific excise duty for cigarettes will 
increase from BGN 70 (EUR 35) to BGN 101 (EUR 51) per 1000 
cigarettes. The proportional excise duty will decrease from 38% 
to 27% of the sales price. The total amount of the excise duty 
should not be less than BGN 168 (EUR 86) per 1000 cigarettes. 

From 1 January 2018, the proportional excise duty will increase 
to 28% of the sales price, and the total amount of the excise 
duty should not be less than BGN 177 (EUR 90) per 1000 
cigarettes.

Other changes

Foreign entities from EU/EEA Member States will be able 
to obtain some of the registrations under the EDTWA only 
through a Bulgarian branch (in some cases this will be possible 
through a fiscal representative within the meaning of the VATA). 
We consider that this new requirement is in breach of EU law.
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