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Text in Bulgarian: 3akoH 3a JaHBIIUTE BBPXY TOXOAUTE HA (PU3HUCCKUTE JIUIIA

PART ONE

GENERAL PROVISIONS
Chapter One

SUBJECT MATTER, SCOPE OF TAXATION AND TAXABLE PERSONS
Subject Matter of Act
Article 1. This Act regulates taxation of income accruing to natural persons, including income from activity in a

sole-trader capacity.

Scope of Taxation
Article 2. Taxation under this Act shall apply to income accruing to resident and non-resident natural persons.

Taxable Persons
Article 3. Taxable persons under this Act shall be:

1. any resident and non-resident natural persons, who are liable to taxes under this Act;
2. any resident and non-resident persons, who are obligated to withhold and remit taxes under this Act.

Resident Natural Persons
Article 4. (1) "Resident natural person," regardless of nationality, shall be any person:

1. who has a permanent address in Bulgaria, or
2. who is present within the territory of Bulgaria for a period exceeding 183 days in any twelve-month period, or

3. who is sent abroad by the Bulgarian State, by bodies and/or organizations thereof, by Bulgarian enterprises, and the
members of the family of any such person, or

4. whose centre of vital interests is situated in Bulgaria.

(2) For the purposes of Item 2 of Paragraph (1), a person shall be deemed to be a resident during the year
wherewithin the presence thereof [in Bulgaria] exceeds 183 days. The day of exit from and the day of entry into the country
shall be treated separately as days of presence in the country.

(3) For the purposes of Item 2 of Paragraph (1), the period of residence in Bulgaria for the sole purpose of study or
medical treatment shall not be deemed to be a presence in Bulgaria.

(4) For the purposes of Item 4 of Paragraph (1), the centre of vital interests shall be situated in Bulgaria where the
mterests of the person are closely related to the country. Upon determination of such interests, consideration may be given
to family, property, the place from which the person carries out a labour, professional or economic activity, and the place
from which the person manages the property thereof.

(5) 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.

Non-resident Natural Persons
Article 5. "Non-resident natural person" shall be any person who is not a resident person within the meaning given by
Article 4 heremn.

Liability for Tax of Resident Natural Persons
Article 6. (1) Any resident natural person shall be liable to taxes in respect of any income acquired thereby from
sources inside and outside the Republic of Bulgaria.

Liability for Tax of Non-resident Natural Persons
Article 7. Any non-resident natural person shall be liable to taxes in respect of any income acquired thereby from
sources inside the Republic of Bulgaria.

Sources of Income inside Republic of Bulgaria

Article 8. (1) Any income derived from economic activity carried out through a fixed base within the territory of the
Republic of Bulgaria or from disposition of the property of any such fixed base shall have its source inside the Republic of
Bulgaria.

(2) Any income derived from work performed within the territory of the Republic of Bulgaria, or from services
performed within the territory of the Republic of Bulgaria, shall have its source mnside the Republic of Bulgaria.

(3) Any dividends and share i any liquidation surplus, arising from participating interests in resident legal persons and
unincorporated associations, including agreements on joint activity, shall have their source inside the Republic of Bulgaria.

(4) Any mcome derived from transfer of the enterprise of a sole trader registered in the Republic of Bulgaria shall have
its source inside the Republic of Bulgaria, regardless of whether the transferor is a resident person.

(5) Any remunerations for activity performed within the territory of the country by non-resident natural persons who
are athletes, public figures, scientists, artists and cultural figures, including where the income has been paid/charged through
a third party, such as a performer-management agency, a production company and other intermediaries, shall have its

source inside the country.

(6) The following income, charged/paid by resident persons, by representative offices, as well as by a permanent
establishment or a fixed base in the Republic of Bulgaria, shall likewise have its source inside the Republic of Bulgaria:

1. any damages and indemnities accruing in lieu of or together with another mcome from a source inside the Republic
of Bulgaria;

2. any cash prizes and merchandise awards awarded at games, competitions and contests which are not provided by
an employer or a commissioning entity;

3. any remunerations other than remunerations under an employment relationship, paid to: an employee or a member
of'a management or supervisory body of a Bulgarian legal person, of a subsidiary wholly owned by a non-resident person,
an employee of a representative office of a non-resident person, or to any other person who performs identical or similar
functions;

4. any interest payments, including interest within payments under a lease contract;

5. any income from rent or other provision for use of movable or immovable property;

6. any payments received under franchising agreements and factoring contracts;

7. any copyright and licence royalties;

8. any technical assistance fees;



9. any compensations under management contracts.

(7) Any income covered under Paragraph (6), which is charged by resident legal persons or by resident sole traders
through a permanent establishment or a fixed base outside the country or which are paid by resident natural persons through
a fixed base outside the country, shall not have its source inside the country if there is an effective convention for the
avoidance of double taxation between the Republic of Bulgaria and the State in which the permanent establishment or the
fixed base is situated.

(8) Any income derived from shares, interests, compensation instruments, investment vouchers and other financial
assets, issued by the [Bulgarian] State, the municipalities, resident legal persons, unincorporated associations and other

forms of joint activity, as well as from any transactions therein, shall have its source inside Bulgaria.

(9) Any ncome derived from agriculture, forestry, hunting ground management and fisheries within the territory of the
country shall have its source inside the country.

(10) Any income derived from use, sale, exchange or other transfer of immovable property, including any such transfer
of'an undivided interest in or a limited right in rem to any such property situated within the territory of the country, shall have

its source mnside the country.

(11) Upon determmation of the source of income under this Article, the place of payment of the income shall be
ignored.

Documenting and Accounting for Income

Article 9. (1) The taxable persons shall be obligated to register and account for any sale of goods and services as
effected by means of issuing a fiscal cash receipt according to a procedure established by an ordinance of the Minister of
Finance, except where payment is effected by bank transfer or through an offset.

(2) Any taxable persons, who are not obligated to issue a fiscal cash receipt printed by a fiscal device according to
Paragraph (1), shall issue a document on the income acquired thereby from sources referred to in Items 3 and 4 of Article
10 (1) herein, containing the essential elements covered under Article 7 (1) of the Accountancy Act .

(3) The provisions of Paragraph (2) shall not apply to any income in respect of which, upon the acquisition thereof, the
payer of the income issues a Statement of Amounts Paid or where a final tax has been levied on the income according to the
procedure established by Chapter Six herein.

Chapter Two

INCOME AND TAXES

Types of Income

Article 10. (1) Depending on the source, there shall be the following types of income under this Act:

1. income from employment relationships;

2. income from economic activity in a sole-trader capacity;

3. income from other economic activity;

4. mcome from rent or from other onerous provision for use of rights or property;

5. income from transfer of rights or property;

6. ncome from sources referred to in Article 36 herein, as well as mcome whereon final taxes are leviable under this
Act.

(2) Depending on the form of payment, income may be cash and non-cash.



(3) Any income derived in a foreign currency shall be translated into Bulgarian lev terms along the exchange rate of the
Bulgarian National Bank as applicable at the date of acquisition.

(4) The non-cash income shall be translated into Bulgarian lev terms at market price at the date of acquisition.

Acquisition of Income
Article 11. (1) Save as otherwise provided for by this Act, any mcome shall be deemed to be acquired on the date of:

1. payment: in the case of cash payment;
2. crediting the account of the recipient of the income or receipt of the cheque: in the case of non-cash payment;
3. receipt of the consideration: in the case of non-cash income.

(2) In the cases of sale, exchange or other onerous transfer of rights or property covered under Article 33 (3) herein,
the income shall be deemed to be acquired as at the date of the transfer.

(3) Income shall furthermore be deemed to be acquired by a natural person where the payment or consideration is
received by a third party on the order of the said natural person or under an agreement between the said natural person and

the payer. For determination of the date of acquisition, Paragraphs (1) and (2) shall apply.

(4) Any income referred to in Article 33 (10) herein shall be deemed to be acquired on the date of the judgment of
court on the transfer with deletion of the sole trader.

Taxable Income
Article 12. (1) Taxability under this Act shall apply to income derived from all sources acquired by a taxable person

during the tax year, with the exception of the income which is non-taxable by virtue of a law.

(2) Where deduction of expenses is provided for in this Act, the expenses determined under this Act shall be taken
into consideration upon determination of the taxable income from the relevant source.

Non-Taxable Income
Article 13. (1) Taxability shall not apply to:

1. any income acquired during the tax year from the sale or exchange of:
(a) one residential immovable property, regardless of the date of acquisition of the said property;

(b) up to two immovable properties, as well as any number of agricultural and forest properties, provided that more
than five years have elapsed between the date of acquisition and the date of sale or exchange;

2. any income accruing from the sale or exchange of movable property, with the exception of:

(a) means of transport by road, air and water, provided that the period from the date of acquisition to the date of sale
or exchange is less than one year;

(b) works of art, collectors' items and antiques;

(c) shares, interests, compensation instruments, investment vouchers and other financial assets, as well as the income
accruing from trade in foreign exchange;

(d) movable property delivered to persons who have the right to carry out collection, transport, recovery or disposal
of waste in accordance with the Waste Management Act ;

3. any income accruing from transactions in shares in public companies, negotiable rights attaching to shares n public
companies and units of collective investment schemes, effected on the regulated Bulgarian securities market;



4. any profit or another source of owners' equity distributed in the form of new interests and shares in commercial
corporations, as well as any profit or another source of owners' equity distributed in the form of an increase of the nominal
value of the previously issued interests and shares;

5. any income accruing to persons indemnified according to the procedure of a statutory instrument from the sale or
exchange of compensation instruments and investment vouchers received as indemnity;

6. any income accruing from compulsory social insurance in Bulgaria or abroad;

7. any income accruing from supplementary voluntary social msurance received after attainment of entitlement to
supplementary pension; any income accruing from investment of the technical provisions received under contracts of
msurance; and income accruing from investments of the assets of the supplementary retirement insurance funds, apportioned

to the ndividual accounts of the insured persons;

8. any mterest paid on accounts and deposits with any domestic commercial bank, branch of a foreign bank and with
domestic mutual aid funds;

9. any mterest paid and discounts made on Bulgarian government, municipal and corporate bonds;

10. any interest on claims established by a court of law, which are not subject to taxation, and any indemnities
awarded for court costs;

11. any compensations and other such payments awarded for medium and grievous bodily harm, occupational disease
or death;

12. any compensations for property taken by eminent domain for state and municipal needs;

13. any compensations for damage to property and personal injury, with the exception of the compensations for lost
profit;

14. any nsurance benefits, when an insured event has incurred;

15. any social assistance allowances and benefits received in pursuance of the Integration of Persons with Disabilities
Act, the Child Protection Act , the Family Allowances Act or of another statutory instrument, as well as any unemployment
benefits and allowances received in pursuance of a statutory instrument;

16. any assistance from organizations with social activity, established by a law, and from not-for-profit legal entities
registered for pursuit of public benefit activities;

17. any amounts received in pursuance of the Family Allowances Act , as well as any alimony and child support
payments received by entitlees according to the provisions of the Family Code ;

18. any scholarships in favour of natural persons for the study thereof in Bulgaria and abroad;

19. any sums of money and merchandise awards received in pursuance of a statutory instrument by donors of blood,
blood components and biological products for human purposes;

20. any winnings and merchandise awards received through participation in games of chance within the meaning given
by the Gambling Act ;

21. any winnings and merchandise awards received through participation in games which are not games of chance
within the meaning given by Article 3 of the Gambling Act , or in other games in which the winnings are determined by
chance;

22. any government and national awards granted to creative artists in the field of culture and to athletes, as well as any
prizes of laureates of competitions under projects and programmes financed in whole or in part by the Culture National
Fund;



23. any sums received under non-employment relationships for travel and accommodation expenses, where for the
account of the commissioning entity and where documented according to the procedure established by effective legislation,
as well as the per diem expenses, but not more than their double amount fixed for persons under employment relationships;

24. any income derived from ground rent, rent charge or from other onerous provision for use of agricultural land;

25. any remunerations drawn by: the members of the staff of diplomatic missions in accordance with the Vienna
Convention on Diplomatic Relations ; the members of consulates in accordance with the Vienna Convention on Consular
Relations ; the employees of inter-state and inter-governmental organizations according to the international treaty concluded
with the respective organization, and the members of the family of any such persons, insofar as this is provided for i the
relevant international treaty;

26. any income accruing from the sale or exchange of any property acquired by legal or testamentary succession, as
well as of any property restituted according to the procedure established by a statutory instrument;

27. any consumer dividends distributed by cooperatives established under the Cooperatives Act .
(2) The following shall not be treated as income:

1. any property devolved by legal or testamentary succession or acquired by gift, as well as any property received
through restitution according to the procedure established by a statutory instrument;

2. any shares and interests allotted in consideration of non-cash contributions to a commercial company.

(3) Taxability shall not apply to any income accruing from the activity of natural persons registered as tobacco
producers and agricultural producers, including such carrying out activity in a sole-trader capacity, for unprocessed plant
and animal produce, with the exception of any income accruing from growing of ornamental plants.

(4) The provisions of Paragraphs (1) and (2) shall not apply to any income accruing from economic activity in a
merchant capacity within the meaning given by the Commerce Act, including in a sole-trader capacity.

Taxation of Income
Article 14. (1) A tax on the aggregate annual taxable amount shall be levied on the income covered under Chapter
Five herein which has been acquired during the tax year.

(2) A final tax shall be levied on the ncome covered under Chapter Six herein.

(3) A final annual (licence) tax shall be levied on the income covered under Chapter Seven heremn.
PART TWO

AGGREGATE ANNUAL TAXABLE AMOUNT
Chapter Three

GENERAL PROVISIONS

Tax Year
Article 15. (1) The tax year shall be concurrent with the calendar year.

Determination of Taxable Income and of Taxable Amount
Article 16. (1) The taxable income and the taxable amount shall be determined for each source of income separately
according to the provisions of this Act.

(2) Any mcome subject to levy of final taxes according to the procedure established by this Act or of final taxes
according to the procedure established by the Corporate Income Tax Act shall be excluded upon determmation of the
taxable income.



Aggregate Annual Taxable Amount

Article 17. The aggregate annual taxable amount shall be the sum total of the annual taxable amounts determined for
each type of income, depending on the sources, net of the tax reliefs provided for in this Act.

Chapter Four

TAX RELIEFS

Tax Relief for Persons with Reduced Working Capacity

Article 18. (1) The sum total of the annual taxable amounts for any person who has lost 50 per cent and more than 50
per cent of the working capacity thereof, which loss has been determined by an effective decision of a competent authority,
shall be debited with the double amount of the annual tax threshold, including for the year of occurrence of the loss of
working capacity and for the year of expiry of validity of the decision.

(2) The taxable income charged for any month during which the work was performed, in respect of income from
employment relationships accruing to any person who has lost 50 per cent and more than 50 per cent of the working
capacity thereof, shall be debited with the double amount of the monthly tax threshold, including for the month of occurrence
of'the loss of working capacity and for the month of expiry of validity of the decision.

Tax Relief for Personal Voluntary Social and Commercial Insurance Contributions

Article 19. (1) The sum total of the annual taxable amounts shall be debited with any personal voluntary social
msurance contributions made during the year to an aggregate amount not exceeding 10 per cent of the sum total of the
annual taxable amounts, as well as with any personal voluntary health insurance contributions and premiums/payments paid
during the year under contracts of life assurance to an aggregate amount not exceeding 10 per cent of the sum total of the
annual taxable amounts.

(2) The taxable income charged for any month during which the work was performed, in respect of income from
employment relationships, shall be debited with the personal supplementary social msurance contributions remitted during
the month through an employer, to an aggregate amount not exceeding 10 per cent of the sum, as well as with the personal
voluntary health insurance contributions and premiums/payments paid during the month under contracts of life assurance for
the account of the person to an aggregate amount not exceeding 10 per cent of the sum.

(3) The tax relief referred to in Paragraphs (1) and (2) shall be enjoyable where, according to the contract concluded
with the commercial insurance company or social insurance company, the natural person who is lable for the tax is
commercially or socially insured.

(4) The tax relief referred to in Paragraphs (1) and (2) shall furthermore be enjoyable where, by agreement with the
persons, the commercial msurance company or the social insurance company is replaced and the resources raised
theretofore are moved by bank transfer.

Tax Relief for Personal Contributions for Contributory Service upon Retirement

Article 20. The sum total of the annual taxable amounts shall be debited with the social insurance contributions remitted
during the year for the account of the person under § 9 of the Transitional and Final Provisions of the Social Insurance Code

Tax Relief for Children

Article 21. (1) Any resident natural persons, including such carrying out activity in a sole-trader capacity, may enjoy
tax relief for children by deducting from the sum total of the annual taxable amounts for the income of the said persons:

1. nrespect of one child who has not attained legal majority: BGN 420;

2. inrespect of two children who have not attained legal majority: BGN 840;

3. nrespect of three and more children who have not attained legal majority: BGN 1,260.

(2) The tax relief shall be enjoyable subject to the simultaneous fulfilment of the following conditions:



1. by the 31st day of December of the tax year, the child is a resident natural person and is a Bulgarian citizen or a
foreigner whereto asylum or refugee status has been granted according to the procedure established by the Asylum and
Refugees Act ;

2. the child has not attained legal majority;

3. by the 31st day of December of the tax year, the child has not been placed for fully public-financed rearing in a
specialized child institution.

(3) The tax relief shall be enjoyable by any person referred to in Paragraph (1) who, by the 31st day of December of
the tax year, is:

1. a parent who has not been deprived of parental rights, and provided that:
(a) the child is not placed outside the family, and

(b) curatorship or tutorship is not instituted, or

2. a tutor or curator: in the cases of tutorship and curatorship, or

3. a member of the immediate or extended family: in the cases where the child is placed for a period of not less than six
months with members of the immediate or extended family within the meaning given by the Child Protection Act , or

4. a foster parent: in the cases of long-term placement of the child for rearing with a foster family within the meaning
given by the Child Protection Act .

(4) The tax relief shall be enjoyed up to the amount of the sum total of the annual taxable amounts and provided that
the person referred to in Paragraph (3) submits a written declaration from the other parent or from the other foster parent or
member of the immediate or extended family, as the case may be, to the effect that the latter will not claim the rebate for the

respective tax year.

(5) A declaration under Paragraph (4) shall not be submitted where the other parent or foster parent or member of the
mmmediate or extended family, as the case may be:

1. is not a resident person for the year for which the relief'is enjoyed;

2. is unknown, deceased, or has been deprived of parental rights, or has not been awarded child custody in the cases
of divorce.

(6) The tax relief shall nonetheless be enjoyable by a person who has not been awarded child custody in the cases of
divorce, where the conditions covered under Paragraphs (1) to (3) exist in respect of the said parent and where the said
parent submits a written declaration under Paragraph (4) from the other parent.

(7) The tax relief shall be enjoyable even for the years wherein the child was born and has attained legal majority.

(8) The circumstances and the conditions covered under Paragraphs (1) to (7) shall be declared by a declaration
completed in a standard form.

Tax Relief for Donations
Article 22. (1) The sum total of the annual taxable amounts shall be debited with any donations made during the year:

1. up to 5 per cent, where the donation is in favour of:
(a) any health-care and medical-treatment facilities;

(b) any specialized institutions for provision of social services according to the Social Assistance Act, as well as of the



Social Assistance Agency and of the Social Assistance Fund under the Minister of Labour and Social Policy;

(c) any specialized child institutions according to the Child Protection Act , as well as of any care homes for children
deprived of parental care according to the Public Education Act ;

(d) any creches, kindergartens, schools, higher schools or academies;
(e) any public-financed enterprises, within the meaning given by the Accountancy Act ;
(f) any religious denominations registered in the country;

(g) any specialized enterprises or cooperatives of persons with disabilities, entered in the register referred to in Article
29 of the Integration of Persons with Disabilities Act , as well as in favour of the Agency for Persons with Disabilities;

(h) any persons with disabilities, as well as for technical aids therefor;

(1) any victims of crises within the meaning given by the Crisis Management Act , or of the members of the families
thereof;

(j) the Bulgarian Red Cross;
(k) socially disadvantaged persons;
() children with disabilities or parentless children;

(m) any cultural institutes, or for the purposes of cultural, educational or research exchange under an international
treaty whereto the Republic of Bulgaria is a party;

(n) any not-for-profit legal entities, registered in the Central Register of Not-for-Profit Legal Entities for pursuit of
public benefit activities, with the exception of organizations supporting culture within the meaning of the Financial Support
for Culture Act ;

(o) any scholarships instituted and provided for the instruction of schoolchildren and students at Bulgarian schools;

(p) the Bulgaria Energy Efficiency Fund;

(q) any therapeutic communities for narcotics-dependent persons, as well as of narcotics-dependent persons for the
therapy thereof;

2. up to 15 per cent for a donation for culture;
3. up to 50 per cent, where the donation is in favour of the Fund for Medical Treatment of Children Centre.

(2) The aggregate amount of the tax relief for donations may not exceeding 65 per cent of the sum total of the annual
taxable amounts referred to in Paragraph (1).

(3) Where the donation is a non-cash asset, the amount thereof shall be the cost of acquisition as shown in the
documents on acquisition of the gift by the donor, provided that the said acquisition occurred within three months before the
date of donation. In the rest of the cases, the amount of the donation shall be the market price at the date of provision of the

gift.

(4) The date of acquisition of the donation by the donnee within the meaning given by Article 11 herein shall be
deemed to be the date on which the donation was made.

(5) The annual taxable amount [for the income] from activity carried out in a sole-trader capacity shall be excluded
from the sum total of the annual taxable amounts referred to in Paragraph (1).



Enjoyment of Tax Reliefs
Article 23. The tax reliefs shall be enjoyed by submission of a tax return under Article 50 heremn, attaching thereto:

1. a copy of a valid decision of the Territorial Medical Expert Board/National Medical Expert Board: in respect of the
tax relief referred to in Article 18 herein;

2. copies of the documents certifying the contributions made: in respect of the tax relief referred to in Article 20 herein;

3. a declaration referred to in Article 21 (8) herein: in respect of the tax relief referred to in Article 21 herein;

4. copies of documents certifying that the donee is among the persons listed in Article 22 herein and that the gift has
been received: in respect of the tax relief covered under Article 22 herein.

Chapter Five

ANNUAL TAXABLE AMOUNTS
Section [

Income from Employment Relationships

Taxable Income

Article 24. (1) The taxable income accruing from employment relationships shall comprehend the labour remuneration
and all other payments in cash and/or in kind from an employer or for the account of an employer with the exception of the
income covered under Paragraph (2).

(2) The taxable income from employment relationships shall exclude:

1. the value of:

(a) the free food and/or food additives, provided in kind under Article 285 of the Labour Code ;

(b) the free preventive food and antidotes provided in kind according to the procedure established by other laws;

(c) the free food provided in kind to: members of ships crews for the days of service, fishermen for the days of catch,
and divers for the days of diving, to the duty personnel working 12-hour shifts at medical-treatment facilities, to surgical

teams, emergency medical care teams and to blood collection teams;

(d) the free food provided in kind to servicepersons according to Article 234 (3) of the Defence and Armed Forces of
the Republic of Bulgaria Act ;

(e) the monetary ration allowance paid in pursuance of the Civil Aviation Act , the Republic of Bulgaria Defence and
Armed Forces Act , the Implementation of Penal Sanctions Act , and the amounts referred to in Article 204 (1) of the
Ministry of Interior Act ;

(f) the food vouchers received in the amount and according to the procedure established by the Corporate Income
Tax Act ;

2. the value of'the special working clothes and individual protective means which are provided in kind under terms and
according to a procedure provided for in a statutory instrument;

3. the value of the working clothes, uniforms and presentable clothing provided under terms and according to a
procedure provided for in a statutory instrument;

4. the general supplies and accoutrements ensured in pursuance of the Ministry of Interior Act and the Republic of
Bulgaria Defence and Armed Forces Act ;

5. the value of:



(a) any travel and accommodation expenses, where documented according to the procedure established by effective
legislation;

(b) any per diem expenses, but not more than the double amount thereof as stated in a statutory instrument;

6. any additional food expenses which are paid in lieu of per diem expenses to factory and office workers in road
transport and rail transport, in dining cars, in mobile post offices, in mobile security protection and in other such activities
whereat the work duties are performed during travel to another nucleated settlement or facility;

7. the compensation amounts referred to in Article 240 (4) of the Defence and Armed Forces of the Republic of
Bulgaria Act and in Article 210 of the Ministry of Interior Act ;

8. (amended, SG No. 64/2007) any compensations covered under Article 200, Items 1 and 2 of Article 216 (1),
Article 216 (2) and (3) , Article 222 (2) and (3) and Article 226 (3) of the Labour Code , any compensations covered
under Article 235 , 237 and 239 of the Defence and Armed Forces of the Republic of Bulgaria Act , under Article 204 (4)
and Article 252 of'the Ministry of Interior Act , under Article 225, Article 277, (3) and Article 354 of the Judiciary System
Act, and any compensations covered under Article 78 , Article 81b (4) , Article 82 (3), Article 85 (5), Article 104 (3) and
(4) and Article 106 (3) of the Civil Servants Act ;

9. any expenses on fringe benefits for the account of the employer, as taxed according to the procedure established by
the Corporate Income Tax Act, as well as any expenses on transport from the place of residence to the place of work for
the account of the employer, which are not subject to taxation according to the Corporate Income Tax Act ;

10. the lump-sum allowances for medical treatment, provided by the employer for the account of the expenses on
fringe benefits: up to the value of the treatment;

11. the value of the lump-sum allowances provided by the employer for the account of the expenses on fringe benefits
upon: child birth, contracting of civil marriage or death of a member of the family: not exceeding, in aggregate, the amount of
the annual tax threshold;

12. the expenses incurred by the employer of up to BGN 60 monthly for each nsured person on payments/premiums
for supplementary voluntary social insurance, voluntary health insurance and/or life assurance, as reported by the enterprises
and the representative offices, regardless of whether they carry out economic activity;

13. the expenses incurred by the employer on any commercial insurances defined as compulsory by a statutory
mstrument;

14. the benefits and allowances covered under Part One of the Social Insurance Code ;

15. the cash prizes and merchandise awards received in pursuance of and according to the procedure established by a
statutory instrument;

16. the cash allowance referred to in Article 245 (1) of the Defence and Armed Forces of the Republic of Bulgaria
Act and in Article 204 (5) of the Ministry of Interior Act .

Annual Taxable Amount

Article 25. The annual taxable amount for the income from employment relationships shall be determined by debiting
the taxable income referred to in Article 24 herein, acquired by the taxable person during the tax year, with the compulsory
social insurance contributions withheld by the employer which are for the account of the natural person, according to the
procedure established by the Social Insurance Code and of the Health Insurance Act .

Section 11

Income from Activity in Sole-Trader Capacity

Taxable Income



Article 26. (1) The taxable income accruing from activity in a sole-trader capacity shall be the taxable profit formed
according to the procedure established by the Corporate Income Tax Act , including the financial result from the transfer of
the sole trader's enterprise without deletion of the sole trader in the Commercial Register.

(2) The taxable income referred to in Paragraph (1) shall exclude the accounting financial result formed by activities:
1. on which alternative taxes are levied under the Corporate Income Tax Act ;
2. on which a final annual (licence) tax is levied according to the procedure established by this Act;

3. referred to in Article 13 (3) herein, accruing to sole traders registered as tobacco producers and agricultural
producers.

(3) Upon formation of the tax profit, sole traders shall apply the provisions on carry-forward of a tax loss under the
Corporate Income Tax Act .

(4) For the purposes of determining the taxable income referred to in Paragraph (2), the portion of undistributable
expenses corresponding to the activities referred to in Paragraph (2) shall be arrived at by multiplying the total amount of
unidstributable income/expenses by the proportion of the net income accruing from the activities referred to in Paragraph (2)
and all net income from sales.

(5) Any sole traders, who carry out activities which are subject to levy of alternative tax within the meaning given by
the Corporate Income Tax Act, shall be taxed under the terms and according to the procedure established by the said Act.

(6) Taxability according to Paragraphs (1) to (5) shall furthermore apply to any income from economic activity
accruing to a natural person who is a merchant within the meaning given by the Commerce Act but is not registered as a
sole trader.

Use of Natural Person's Personal Property for Activity in Sole-Trader Capacity

Article 27. (1) Any natural person, who owns the sole trader's enterprise, may incorporate into the property of the
sole trader any items of movable and immovable property acquired by the said person which:

1. are not in a co-ownership regime, or

2. are not part of community property.

(2) The items of property referred to in Paragraph (1) shall be entered into the accounts of the sole trader at the
documented cost of acquisition thereof.

(3) In the cases under Paragraph (1), the natural person who owns the sole trader shall draw up a memorandum,
stating therein the type of the item of property and the cost referred to in Paragraph (2).

(4) In the cases referred to in Item 2 of Paragraph (1), the other spouse shall declare, by a notarized declaration, the
consent thereof to incorporation of'the item of property into the property of the sole trader.

(5) If any item of property referred to in Paragraph (1) be subsequently excluded from the property of the sole trader
and passes to the natural-person owner, for tax purposes the natural person who owns the sole trader shall be deemed to
effect a sale of the said item of property at a market price, notwithstanding the circumstances covered under Article 13
herein. The taxable income shall be determined as a difference between:

1. the market price and the tax value: in respect of any tax depreciable assets under the Corporate Income Tax Act ;
2. the market price and the documented cost of acquisition: in respect of any other items of property.
(6) The tax temporary differences, within the meaning given by the Corporate Income Tax Act , which are related to

any item of property referred to in Paragraph (1), shall not be recognized for tax purposes at the time of the sale referred to
in Paragraph (5) and in the subsequent years.



(7) The market price referred to in Paragraph (5) shall be presumed as a cost of acquisition upon a subsequent sale or
exchange of the item of property by the natural-person owner, as well as upon a subsequent application of Paragraph (2).

Annual Taxable Amount

Article 28. The annual taxable amount shall be determined by debiting the taxable income referred to in Article 26
herein for the tax year with the contributions which the self-insured person is obligated to make for the tax year for his or her
own account according to the procedure established by the Social Insurance Code and of the Health Insurance Code .

Section 11

Income from Other Economic Activity

Taxable Income

Article 29. The taxable income from economic activity accruing to any natural persons who are not merchants within
the meaning given by the Commerce Act shall be determined by debiting the income acquired with operating expenses as
follows:

1. for any income from the sale of produced, processed or unprocessed agricultural products, for copyright and
licence royalties, including for income from sale of inventions, works of science, culture and art by the authors thereof: by 70
per cent;

2. for any mcome from the sale of produced, processed or unprocessed forestry products (ncluding from harvesting of
wild herbs, mushrooms and berries) and from hunting ground management, as well as for any income from the sale of
produced, processed or unprocessed fisheries products: by 60 per cent;

3. for royalties for performance of performing artists, for income from the practice of a skilled craft on which a final
annual (licence) tax is not levied; for any income from the sale of grown ornamental plants: by 50 per cent;

4. for any income from the practice of a liberal profession or remunerations under non-employment relationships: by
35 per cent;

5. for any income from management and control, from participation in management and supervisory bodies of
enterprises: by 10 per cent.

Annual Taxable Amount

Article 30. The annual taxable amount shall be determined by debiting the taxable income referred to in Article 29
herein, acquired during the tax year, with the contributions which the self-insured person is obligated to make for the tax
year for his or her own account or, if the person is not self-insured, with the social insurance contributions withheld, which
are for the account of'the said person, according to the procedure established by the Social Insurance Code and the Health
Insurance Act .

Section IV

Income from Rent or from Other Onerous Provision for Use of Rights or

Property

Taxable Income
Article 31. (1) The taxable income accruing from rent or from other onerous provision for use of rights or immovable
property shall be determined by debiting the income acquired with 20 per cent expenses.

(2) The payments acquired under a lease contract, which does not expressly provide for transfer of the right of
ownership to the property, shall be treated as income from rent referred to in Paragraph (1).

(3) The taxable income accruing from any payments under franchising agreements and factoring contracts, as well as
under other contracts for provision for use of rights, shall be determined according to the procedure established by



Paragraph (1).

Annual Taxable Amount

Article 32. The annual taxable amount for the income accruing to resident natural persons from rent or other onerous
provision for use of rights and property shall be determined by debiting the taxable income referred to in Article 31 herein
with the contributions which the person is obligated to make for the tax year for his or her own account according to the
procedure established by the Health Insurance Act .

Section V

Income from Transfer of Rights or Property

Taxable Income

Article 33. (1) The taxable income accruing from the sale or exchange of immovable property, including of limited
rights in rem to any such property, shall be determined by debiting the positive difference between the selling price and the
cost of acquisition of any such property with 10 per cent expenses.

(2) The taxable income shall be the positive difference between the selling price and the cost of acquisition upon sale
or exchange of:

1. means of transport by road, air and water;
2. works of art, collectors' items and antiques.

(3) The taxable income accruing from the sale or exchange of shares, interests, compensation nstruments, investment
vouchers and other financial assets, as well as from trade in foreign exchange, shall be the sum total of the profits realized
during the year, determined for each particular transaction, debited with the sum total of the losses realized during the year,
determined for each particular transaction.

(4) The realized profit/loss referred to in Paragraph (3) shall be determined by debiting the selling price with the cost of
acquisition of the financial asset. Where any financial assets of one and the same type, issued by one and the same person,
have different costs of acquisition and part of the said assets is subsequently sold and it cannot be proven which part is sold,
the cost of acquisition of each such asset shall be the weighted average price determined on the basis of the cost of
acquisition of the financial assets of the same type and issuer held at the date of the sale.

(5) The selling price shall nclude everything acquired by the person in connection with the sale/exchange, including any
consideration other than money.

(6) The cost of acquisition referred to in Paragraphs (1), (2) and (4) shall be:
1. the documented cost of acquisition of the property;

2. the documented cost of acquisition of the property, credited with the documented payment due by the natural
person: in the cases of exchange with additional payment;

3. nil: where there is no documented cost of acquisition, including for any property acquired as a donation, or for any
shares and mterests received upon distribution of property or another source of owners' equity;

4. the documented additional payment due by the natural person: in the cases of exchange with additional payment,
where there is no documented cost of acquisition of the property;

5. the portion of the non-cash contribution entered in the Memorandum of Incorporation, in the Memorandum of
Association or in the Articles of Association of a commercial corporation, corresponding to the shares and interests sold or
exchanged: in the cases of non-cash contributions made to a commercial corporation;

6. the market price referred to in Article 10 (4) herein of the property acquired upon exchange: in the cases of
sale/exchange of property acquired upon exchange;



7. the documented cost of acquisition of the property, adjusted until 1997 inclusive for the overall consumer price
index as announced by the National Statistical Institute: in the cases of sale or exchange of property acquired prior to the 1st
day of January 1998.

(7) Where the selling price referred to in Paragraph (1) is paid by installments in different tax years, the taxable income
shall be determmed according to the following formula for each of the said tax years:

]

where:

TITY shall be the taxable income for the tax year;

SP shall be the selling price;

CA shall be the cost of acquisition;

PPR shall be the part payment received during the tax year.

(8) Where the selling price referred to in Paragraph (2) is paid by installments in different tax years, the taxable income
shall be determmed according to the following formula for each of the said tax years:

I

where:

TITY shall be the taxable income for the tax year;

SP shall be the selling price;

CA shall be the cost of acquisition;

PPR shall be the part payment received during the tax year.

(9) The income received in connection with the provision of property under a lease contract which expressly provides

for transfer of the right of ownership to the property shall be subject to taxation notwithstanding the circumstances covered
under Article 13 herein. The taxable income shall be determined according to the following formula:

]

where:
TITY shall be the taxable income for the tax year;
CP shall be the price of the property as set under the contract;

CA shall be the cost of acquisition;



PR shall be the payments received during the tax year net of mterest paid.

(10) The taxable income upon transfer of a sole trader's enterprise with expungement of the sole trader shall be the
positive difference between the selling price as set by the contract and the owners' equity of the enterprise.

Annual Taxable Amount

Article 34. The annual taxable amount for the income from transfer of rights or property shall be the taxable income
referred to in Article 33 herein, as acquired during the tax year.

Section VI

Income from Other Sources

Taxable Income

Article 35. The taxable income shall be the gross sum total of the taxable imcomes acquired during the tax year from:

1. any compensations for lost profit and damages of such nature;

2. any cash prizes and merchandise awards awarded at competitions and contests which are not provided by an
employer or a commissioning entity;

3. any mterest, mcluding such within payments under a lease contract;

4. any producer dividends distributed by cooperatives;

5. exercise of intellectual property rights by succession;

6. all other sources which are not expressly specified in this Act and whereon final taxes are not levied according to the
procedure established by this Act or whereon final taxes are not levied according to the procedure established by the
Corporate Income Tax Act .

Annual Taxable Amount

Article 36. The annual taxable amount for the income from other sources shall be determined by debiting the taxable
income referred to in Article 35 herein, as acquired during the tax year, with the contributions which the person is obligated
to make for the tax year for his or her own account according to the procedure established by the Health Insurance Act .

PART THREE

FINAL TAXES
Chapter Six

FINAL TAX ON INCOME FROM SOURCE INSIDE AND OUTSIDE BULGARIA

Taxation of Non-resident Persons' Income

Article 37. (1) A final tax, notwithstanding the circumstances covered under Article 13 herein, shall be levied on the
following income from a source inside Bulgaria, charged/paid in favour of any non-resident natural person:

1. any compensations for lost profit and damages of such nature;

2. any scholarships for study in Bulgaria and abroad;

3. any interest payments, including interest within payments under a lease contract;

4. any income from rent or from other onerous provision for use of movable or immovable property, including any
payments under a lease contract which does not expressly provide for transfer of the right of ownership to the property;



5. any payments received under franchising agreements and factoring contracts;
6. any copyright and licence royalties;
7. any technical assistance fees;

8. any remunerations for activity performed within the territory of the country by non-resident natural persons who are
athletes, public figures, scientists, artists and cultural figures, including where the income has been paid/charged through a
third party, including where the income has been paid/charged through a third party, such as a performer-management
agency, a production company and other intermediaries;

9. any income from management and control, from participation in management and supervisory bodies of enterprises;
10. any income from sale, exchange or other onerous transfer of immovable property;

11. any payments under a lease contract which expressly provides for transfer of the right of ownership to the
property;

12. any income from sale, exchange or other onerous transfer of shares, interests, compensation instruments,
nvestment vouchers and other financial assets, with the exception of the income from exchange covered under Article 38
(5) herem.

(2) The final tax on the income covered under Items 1 to 9 of Paragraph (1) shall be assessed on the gross sum total
of'the incomes charged/paid, and the final tax on the income referred to in Items 10, 11 and 12 of Paragraph (1) shall be
assessed on an amount equal to the taxable income as determined according to the procedure established by Article 33
heremn.

(3) No final tax shall be levied on any income under Paragraph 1, exempted from taxation under Article 13 herein and
charged/paid in favour of non-resident natural persons established for tax purposes in a Member State of the European
Union, as well as in another Member State of the European Economic Area.

(4) The circumstances referred to in Paragraph (3) shall be certified to the payer of the income by a document issued
by the tax administration of the State in which the person is established for tax purposes, and by a declaration by the person
who has acquired the income, to the effect that the circumstances covered under Article 13 exist.

Income of Resident and Non-resident Natural Persons

Article 38. (1) A final tax shall be levied on the taxable income from dividends and from shares in any liquidation
surplus in favour of:

1. any resident or non-resident natural person, where accruing thereto from a source inside Bulgaria;

2. any resident natural person, where accruing thereto from a source outside Bulgaria.

(2) The final tax on any income from dividends shall be assessed on the gross amount as determined by the decision on
the distribution of dividend.

(3) The final tax on any income from dividends in the form of a hidden profit distribution shall be assessed on the gross
amount of the expenses as charged.

(4) The final tax on share in any liquidation surplus shall be assessed on the positive difference between the value of the
said share and the documented cost of acquisition of the participating interest in the company/cooperative.

(5) A final tax shall be levied on any taxable income acquired from exchange of shares and mterests in connection with
transformation of commercial companies:

1. by resident natural persons upon the exchange of shares and interests in domestic commercial corporations for
shares and interests in domestic commercial corporations or in commercial corporations abroad;



2. by resident natural persons upon the exchange of shares and interests in commercial corporations abroad for shares
and interests in commercial corporations abroad or in domestic commercial corporations;

3. by non-resident natural persons upon the exchange of shares and interests in domestic commercial corporations for
shares and interests in domestic commercial corporations or in commercial corporations abroad.

(6) The taxable income referred to in Paragraph (5) shall be determined at the time of the exchange and shall be the
positive difference between the market price of the shares/mterests acquired upon the exchange and the cost of acquisition
under Article 33 (6) herein of the shares or mterests in the transforming corporation.

(7) The market price referred to in Paragraph (6) shall be presumed to be a cost of acquisition under Article 33 (6)
upon a subsequent sale or exchange of the shares and interests in the acquiring/newly established corporation, as well as
upon a subsequent application of Paragraph (6).

(8) A final tax shall be levied on the gross sum total of the taxable income from supplementary voluntary social
nsurance, from voluntary health insurance and life assurances, acquired at the date of:

1. recovery of the amounts remitted for life assurances;
2. recovery of the amounts remitted for voluntary health insurance, with the exception of the cases of refund of
expenses on health services and provision of health services and goods to the insured person upon occurrence of the events

provided for in the contracts of health insurance;

3. receipt of the amounts remitted for supplementary voluntary social insurance prior to attainment of entitlement to
supplementary pension;

4. transfer of amounts from an individual account to the account of a third party;

5. modification of the contract of insurance, in respect of which a relief under Article 19 herein has been enjoyed, into
a contract for which the said relief may not be enjoyed;

6. drawing on the amounts under a contract for assurance for repayment of a loan, where a life assurance is used to
secure an obligation of the natural person.

(9) No final tax shall be levied on any income referred to in Paragraph (8), corresponding to the portion of the
payments/premiums for which a tax relief has not been enjoyed according to the procedure established by Article 19 herein.

(10) A final tax shall be levied on the gross amount of the income acquired by the person upon the sale or exchange of
movable property under Item 2 (d) of Article 13 (1) herein.
Chapter Seven

LEVY OF FINAL ANNUAL (LICENCE) TAX

Persons Subject to Levy of Final Annual (Licence) Tax

Article 39. (1) A final annual (licence) tax shall be levied on any natural person, including a sole trader, who carries on
any activity specified in the Annex hereto (licence activity), in respect of the income accruing from any such activity,
provided that:

1. the turnover of the person for the last preceding year does not exceed BGN 50,000, and

2. the person is not registered under the Value Added Tax Act , with the exception of registration for mntra-Community
acquisition under Article 99 and Article 100 (2) of the said Act .

(2) Where, within twelve successive months, any one natural person has ceased to carry out a licence activity and/or
has formed a new enterprise which carries out a licence activity, and the aggregate turnover of the said two enterprises



exceeds BGN 50,000 for twelve successive months, Paragraph (1) shall not apply to any such enterprise. In such a case,
the newly formed enterprise shall be subject to taxation according to the standard procedure established by this Act for the
current tax year.

(3) Where, within the current tax year, the turnover of the person exceeds BGN 50,000 or the person registers under
the Value Added Tax Act, the taxable person shall be taxed according to the standard procedure established by this Act.

(4) In the cases under Paragraphs (2) and (3), the sole traders shall be obligated to make tax prepayments according
to Article 43 (5) herein for the current year as from the quarter during which the circumstances referred to in Paragraphs (2)
and (3) occurred. Any remittances made under Article 69 herein shall be treated as equivalent to tax prepayments.

(5) Any natural persons who are not sole traders, in the cases under Paragraphs (2) and (3) shall not be obligated to
make tax prepayments for the current year within the meaning given by this Act. Any remittances made under Article 69
herein shall be set off against the aggregate annual taxable amount of the person.

(6) In the cases under Paragraphs (2) and (3), the final annual (licence) tax for the current year shall be payable until
the end of the quarter preceding the quarter during which the circumstances referred to in Paragraphs (2) and (3) have
occurred.

(7) Where, within the current tax year the person deregisters under the Value Added Tax Act , the said person shall
be taxed according to the standard procedure established by this Act for the entire tax year.

Common Rules for Levy of Final Annual (Licence) Tax
Article 40. (1) A final annual (licence) tax shall be due separately for each of the activities practised according to the
Annex hereto.

(2) The persons who carry out a licence activity at more than one establishment shall be liable to tax for each
establishment separately. In such cases, the tax shall be assessed depending on the location of the establishments.

(3) The natural persons and the sole traders who carry out a licence activity which is not carried out at an
establishment shall assess the tax depending on the nucleated settlement where they have their permanent address.

(4) Where the licence activity commences or ceases in the course of the year, with the exception of the activity
specified in Items 1 and 2 of Section I of the Annex hereto, the tax shall be assessed in proportion to the number of quarters
during which the said activity is carried out, including the quarter of commencement or cessation of the said activity.

(5) Where within any single licence activity, with the exception of the activity specified in Items 1 and 2 of Section I of
the Annex hereto, any circumstance in connection with the determmation of the amount of the tax changes in the course of
the year, the amount of the tax until the end of the year, including for the quarter of the change, shall be determined on the
basis of the amount of the tax determined conforming to the changes in the circumstances.

(6) Where within any single licence activity of those specified in Items 1 and 2 of Section I of the Annex hereto any
circumstance changes in the course of the year and this leads to determmation of the final annual (licence) tax in a larger
amount, the larger amount of the tax, as determined conforming to the changes in the circumstances, shall be due for the tax
year.

(7) Any income accruing from any activity which is not specified in the Annex hereto shall be taxed according to the
standard procedure.

Tax Reliefs upon Levy of Final Annual (Licence) Tax
Article 41. (1) The taxable persons who are subject to levy of a final annual (licence) tax may enjoy tax relief in the
following sequence:

1. any natural persons, including any sole traders, who have lost 50 per cent and more than 50 per cent of the working
capacity thereof, which loss has been determined by an effective decision of a competent authority, shall enjoy a rate rebate
of 50 per cent of the final annual (licence) tax as determined if they carry out the activity in person and do not hire workers
for the said activity throughout the tax year;



2. any natural persons, including any sole traders, who carry out more than one type of any licence activity of those
specified in Items 1 to 36 of Section I of the Annex hereto through work done in person throughout the tax year, shall pay
50 per cent of the final annual (licence) tax as determined for the relevant activity;

3. any natural persons, including any sole traders, who are pensioners and carry out a licence activity specified in Items
5,6, 8 to 15, 18 to 20, 25, 27 to 29 and 31 of Section I of the Annex hereto, shall pay 50 per cent of the final annual
(licence) tax as determined if they carry out the activity in person and do not hire workers for the said activity throughout the
tax year;

4. any persons who use the workplace for training of apprentices within the meaning given by the Skilled Crafts Act
and who carry out a licence activity of the ones specified in Items 10, 12 and 13 of Section I of the Annex hereto, shall pay
50 per cent of the final annual (licence) tax as determined for the relevant workplace; this rebate shall be enjoyable subject
to the condition that a copy of the certificate on entry in the register of apprentices, issued by the competent regional
chamber of skilled crafts, is attached to the return referred to m Article 59 herem.

(2) Notwithstanding Article 40 (5) herein, the tax relief referred to in Item 1 of Paragraphs (1) shall be enjoyed for the
entire tax year during which the loss of working capacity occurs or the validity of the decision expires.

PART FOUR

AMOUNTS OF TAX. TAX ASSESSMENT, WITHHOLDING AND REMITTANCE. DECLARING
Chapter Eight

WITHHOLDING OF TAX PREPAYMENTS
Withholding of Tax Prepayments on Income from Employment Relationships
Article 42. (1) The tax prepayment on income from employment relationships shall be determined by the employer

monthly on the basis of the monthly taxable amount.

(2) The monthly taxable amount referred to in Paragraph (1) shall be arrived at by debiting the taxable amount referred
to in Article 24 herein, as charged for the relevant month, with:

1. the compulsory social msurance contributions, withheld by the employer, which are for the account of the natural
person, according to the procedure established by the Social Insurance Code and the Health Insurance Act ;

2. the tax relief for reduced working capacity referred to in Article 18 (2) herein;

3. the tax relief referred to in Article 19 (2) herein, where the amounts have been withheld by the employer upon
payment of the mcome from an employment relationship.

(3) The amount of the tax due shall be determined according to the following table:

Monthly Taxable Tax
Amount

Lower Upper
limit limit

0 BGN Nil
200




BGN BGN 20 per cent of excess over BGN 200
200 250

BGN BGN BGN 10 + 22 per cent of excess over BGN 250
250 600

Above BGN 600 BGN 87 + 24 per cent of excess over BGN 600

(4) The tax referred to in Paragraph (3) shall be withheld by the employer upon the final payment of the taxable
ncome charged for the relevant month.

(5) Where only part payments for the relevant month or another month have been made during the relevant month, the
employer shall remit the tax referred to in Paragraph (3) determined on the gross amount of the sum total of the part

payments.

(6) The tax remitted by the employer under Paragraph (5) shall not be withheld from the part payment but shall be set
off against the tax withheld under Paragraph (4).

(7) Paragraph (5) shall not apply to part payments for the relevant month, where the full amount of the income from an
employment relationship as charged by the employer is paid until the end of the next succeeding month.

(8) The tax referred to in Paragraphs (1) to (7) shall be remitted within the time limits and according to the procedure
established by Articles 65 and 66 herein.

Tax Prepayment on Income from Economic Activity

Article 43. (1) Any person, who has acquired income from economic activity referred to in Article 29 heremn, shall be
liable to make a tax prepayment when the taxable income accruing to the said person from all sources of income within the
meaning given by Article 12 herein, debited with the compulsory social insurance contributions remitted during the year,
exceeds the amount of the annual tax threshold.

(2) The tax referred to in Paragraph (1) shall be at the rate of 15 per cent of the acquired taxable income referred to in
Article 29 herein and shall be determined by:

1. the enterprises and the self-msured persons within the meaning given by the Social Insurance Code , which or who
are payers of income from economic activity;

2. the persons who have acquired the income: in the rest of the cases.

(3) In the cases referred to in Item 1 of Paragraph (2), the tax shall be withheld by the payer upon the payment of the
income.

(4) The tax referred to in Paragraph (2) shall be remitted within the time limits and according to the procedure
established by Articles 65 to 68 herein.

(5) Any persons who or which carry out economic activity m a merchant capacity within the meaning given by the
Commerce Act, including any sole traders, shall remit tax prepayments at the rate of 15 per cent under the terms and
according to the procedure established by the Corporate Income Tax Act .

Tax Prepayment on Income from Rent or from Other Onerous Provision for Use of Rights or Property
Article 44. (1) Any person, who has acquired income from rent or from other onerous provision for use of rights or
property, shall be liable to tax prepayment when the taxable income accruing to the said person from all sources of income,



debited with the compulsory social insurance contributions remitted during the year, exceeds the amount of the annual tax
threshold.

(2) The tax referred to in Paragraph (1) shall be at the rate of 15 per cent of the acquired taxable income referred to in
Article 31 herein.

(3) The tax referred to in Paragraph (2) shall be remitted within the time limits and according to the procedure
established by Articles 67 and 68 herein.

Certification of Tax Withheld

Article 45. (1) Upon request by the person, the employer shall issue, not later than the 31st day of January of the next
succeeding year, a certificate in a standard form showing the taxable income acquired during the year and the tax withheld
during the year.

(2) The certificate referred to in Paragraph (1) shall furthermore include the tax withheld or refunded to the factory or
office worker upon determination of the annual amount of the tax by an employer under Article 49 heremn, where the
withholding/refund was effected until the 3 1st day of January of the next succeeding year.

(3) Ifthe circumstances referred to in Article 5 (10) of the Social Insurance Code apply, the certificate referred to in
Paragraph (1) shall be issued by the competent local division of the National Social Security Institute whereto the payrolls
and the attachments thereto have been delivered.

(4) The enterprise or the self-insured person, which or who is a payer of income from economic activity, shall
furthermore issue a certificate in standard forms, showing the income paid and the tax withheld according to the procedure
established by Article 43 herein, and shall provide the said certificate to the person who has acquired the income.

Chapter Nine

RATE OF FINAL TAX UNDER CHAPTER SIX

Rate of Final Tax under Chapter Six

Article 46. (1) The tax referred to in Article 37 and Article 38 (5) herein shall be at the rate of 10 per cent, the tax
referred to in Article 38 (1) herein shall be at the rate of 7 per cent, the tax referred to in Article 38 (8) and (10) herein shall
be at the rate of 15 per cent.

(2) In the cases of receipt of amounts after the expiry of the term of validity of a contract of life assurance, which term
is fifteen years or more, the tax referred to in Article 38 (8) herein shall be at the rate of 7 per cent.

(3) The tax referred to in Paragraphs (1) and (2) shall be withheld and remitted within the time limits and according to
the procedure established by Articles 65 to 68 herein.

Final Taxes Applicable to Sole Traders

Article 47. Any persons who carry out economic activity in a merchant capacity within the meaning given by the
Commerce Act, including any sole traders, shall apply the provisions of the Corporate Income Tax Act on taxation of
expenses and on withholding taxes.

Chapter Ten

ANNUAL TAXATION
Annual Tax Table

Article 48. (1) The amount of tax on the aggregate annual taxable amount shall be determined according to the
following table:



Annual Taxable Amount Tax

Lower Upper
limit limit

0 BGN Nil

2,400

BGN BGN 20 per cent of excess over BGN 2,400
2,400 3,000

BGN BGN BGN 120 + 22 per cent of excess over BGN 3,000
3,000 7,200

Above BGN 7,200 BGN 1,044 + 24 per cent of excess over BGN 7,200

(2) The tax prepayments withheld and/or respectively remitted during the tax year shall be deducted from the tax as
determined under Paragraph (1).

(3) The final tax on income under Article 37 herein withheld from and/or respectively remitted by a natural person who
is treated as a resident natural person for the tax year shall likewise be deducted from the tax as determined under
Paragraph (1).

(4) Any tax overremitted for the tax year shall be deductible from succeeding prepayments and annual payments for
the same tax payable by a sole trader. Should it be ascertained that any sole trader deducts tax without reason in respect of
unremitted prepayments and annual tax payments, interest shall be due under the Interest on Taxes, Fees and Other Such
State Receivables Act .

Annual Tax on Income from Employment Relationships

Article 49. (1) Not later than the 31st day of January of the next succeeding tax year, the employer shall calculate the
annual taxable amount, debited according to the procedure established by Paragraph (3), and shall determine the annual
amount of the tax where the said employer is an employer under a principal employment relationship of the factory or office
worker.

(2) Where the factory or office worker has or has had an employment contract for additional work with another
employer or has had a principal employment relationship with another employer during the tax year, the employer referred
to in Paragraph (1) shall include the income acquired at the other employer upon calculation of the annual taxable amount
and shall determine the annual amount of the tax if the factory or office worker submits thereto a certificate referred to in
Article 45 herein from the other employer.

(3) The annual taxable amount referred to in Article 25 herein shall be debited with the annual amount of:

1. the tax reliefs referred to in Articles 19 and 22 herein, where the amounts have been withheld by the employer upon
payment of the income from an employment relationship;

2. the tax reliefs referred to in Articles 18, 20 and 21 herein.
(4) Paragraph (3) shall apply where the factory or office worker provides to the employer, within a period

commencing on the 30th day of November and ending on the 31st day of December of the tax year, the following
documents:



1. a copy of a valid decision of the Territorial Medical Expert Board/National Medical Expert Board: in respect of the
tax relief referred to in Article 18 herein;

2. copies ofthe contracts with the commercial insurance/social insurance company: in respect of the tax relief referred
to n Article 19 herein;

3. copies of the documents certifying the contributions made: in respect of the tax relief referred to in Article 20 herein;

4. a declaration referred to in Article 21 (8) herein, certifying that the circumstances covered under Article 21 herein
apply as at the date of submission of the said declaration: in respect of the tax relief referred to in Article 21 herein;

5. copies of documents certifying that the donee is among the persons listed in Article 22 herein and that the gift has
been received: in respect of the tax relief covered under Article 22 herein.

(5) Where the annual amount of the tax as determmed is above the amount of the tax withheld from the factory or
office worker during the year, the balance shall be withheld from the person not later than the 31st day of January of the
next succeeding year.

(6) Where the annual amount of the tax as determined is below the amount of the tax prepayments withheld, the
employer shall refund the balance to the person not later than the 3 1st day of January of the next succeeding year.

(7) The amount refunded under Paragraph (6) shall be set off from the employer successively against the succeeding
payments to the executive budget in respect of taxes on imcome from employment relationships of the person or of other
persons.

Chapter Eleven

DECLARING
Section |

Annual Tax Return

Obligation to Submit Annual Tax Return

Article 50. (1) The resident natural persons shall submit an annual tax return, completed in a standard form, in respect
of:

1. the ncome acquired during the year and subject to levy of a tax on the aggregate annual taxable amount;

2. the income acquired during the year, referred to in Article 13 (3) heren, and the mcome subject to levy of a final
annual (licence) tax;

3. the shares and participating interests held in companies, a permanent establishment, a fixed base and immovable
property abroad.

(2) The non-resident natural persons shall submit an annual tax return referred to in Paragraph (1) in respect of the
income subject to levy of tax on the aggregate annual taxable amount.

(3) Any resident and non-resident natural persons, who have acquired income from employment relationships referred
to in Item 26 (f) of § 1 of the Supplementary Provision herein, shall submit an annual tax return referred to in Paragraph (1)
i respect of the said income.

(4) The certificates referred to in Article 45 herein, as well as documents certifying the remittance of the tax
prepayment referred to in Articles 43 and 44 herein, shall be attached to the tax return referred to in Paragraph (1).

(5) Where tax has been withheld from any resident natural person in another State, the said person shall attach to the
annual tax return a certificate specifying the amount of the tax withheld, issued by the competent authorities of that other
State, and a legalized translation of the said certificate into the Bulgarian language.



Attachments to Annual Tax Return for Sole Traders

Article 51. (1) Any persons who carry out economic activity in a merchant capacity within the meaning given by the
Commerce Act, including any sole traders, shall present an annual financial statement, including the notes thereon, together
with the annual tax return.

(2) Any sole traders, whereof the annual financial statements are subject to mandatory financial audit according to the
Accountancy Act , shall furthermore submit a copy of the report under the Independent Financial Audit Act . If the
independent financial audit has not been completed by the 30th day of April, the auditor's report shall be submitted
additionally but not later than one month after the date of the said report, together with a copy of the annual financial
statement as certified by a registered auditor.

(3) Where the annual financial statement as certified diverges from the annual financial statement referred to in
Paragraph (1), as a result of which the taxable income referred to in Article 26 herein changes, an adjusting return under
Article 50 herein shall be submitted together with the submission of the certified annual financial statement.

Excuse from Obligation to Submit Annual Tax Return
Article 52. The obligation to submit an annual tax return shall not apply to any persons who have received solely:

1. income from employment relationships, where the employer under the principal employment relationship has
determined the annual amount of the tax for all incomes from employment relationships acquired during the tax year and the
full amount of'the tax for the tax year has been withheld until the 31st day of January of the next succeeding year, and/or

2. non-taxable income specified in this Act, with the exception of such referred to in Article 13 (3) herein, and/or
3. mcome on which a final tax is leviable under Article 38 herein, and/or
4. mcome accruing to non-resident persons, on which a final tax has been levied.

Time Limit for Submission of Annual Tax Return
Article 53. (1) The annual tax return shall be submitted on or before the 30th day of April of the year next succeeding
the year of acquisition of the income.

(2) Any person, who submits an annual tax return on or before the 10th day of February of the next succeeding year,
shall enjoy a rate rebate of 5 per cent of the balance of tax due under the annual tax return where remitted on or before the
same date.

(3) Any person, who submits an annual tax return on or before the date referred to in Paragraph (1) by electronic
means, shall enjoy a rate rebate of 5 per cent of the balance of tax due under the annual tax return where remitted on or
before the same date, provided that the said person has not applied Paragraph (2).

Place of Submission of Annual Tax Return

Article 54. (1) The annual tax return shall be submitted to the National Revenue Agency territorial directorate
exercising competence over the permanent address of the resident taxable person, including the sole trader, who is liable for
the tax.

(2) Where the annual tax return of a non-resident natural person is submitted through an attorney-in-fact who has a
permanent address in the country, the said submission shall be effected at the National Revenue Agency territorial
directorate exercising competence over the permanent address of the said attorney-in-fact.

(3) Outside the cases referred to in Paragraphs (1) and (2), the annual tax return shall be submitted to the Sofia
Territorial Directorate of the National Revenue Agency.

Section 11

Tax Return in Resect of Income whereon Final Tax Is Leviable



Obligation to Submit Tax Return in Respect of Income under Chapter Six

Article 55. (1) The enterprises and the self-msured persons, which or who are payers of income and which or who
have withheld the final tax on ncome charged to non-resident persons under Chapter Six, shall declare the said
circumstances by a tax return completed in a standard form.

(2) The tax return referred to in Paragraph (1) shall be submitted by the person who has acquired the income where
the payer of the income is not obligated to withhold and remit the tax.

(3) The tax return shall state particulars of the payer of the income, irrespective of who has submitted the return.

Time Limit for Submission of Tax Return in Respect of Income under Chapter Six
Article 56. (1) The tax return referred to in Article 55 (1) herein shall be submitted within the time limits for remittance
ofthe tax under Articles 65 and 67 herein.

(2) The tax return referred to in Article 55 (1) herein in respect of any income covered under Article 38 (5) herein shall
be submitted by the person who has acquired the income not later than at the end of the month next succeeding the month
of'acquisition of the shares and interests in the acquiring/newly established company.

Place of Submission of Tax Return in Respect of Income under Chapter Six

Article 57. (1) The tax return referred to in Article 55 (1) herein shall be submitted to the National Revenue Agency
territorial directorate exercising competence over the place of registration of the payer of the income or over the place
where the payer of the income is subject to registration.

(2) Where the tax return referred to in Article 55 (2) herein of a non-resident natural person is submitted through an
attorney-in-fact who has a permanent address in the country, the said submission shall be effected at the National Revenue
Agency territorial directorate exercising competence over the permanent address of the said attorney-in-fact.

(3) Outside the cases referred to in Paragraphs (1) and (2), the tax return shall be submitted to the Sofia Territorial
Directorate of the National Revenue Agency.

Certificate on Tax Paid by Non-resident Natural Person

Article 58. A certificate on tax paid according to the procedure established by this Act by a non-resident natural
person shall be issued in a standard form at the request of any such person. Any such request shall be submitted to the
National Revenue Agency territorial directorate whereto the tax return referred to in Article 55 herein has been submitted.

Section I1I

Tax Return on Levy of Final Annual (Licence) Tax

Obligation to Submit Tax Return on Levy of Final Annual (Licence) Tax
Article 59. (1) The persons subject to levy ofa final annual (licence) tax under Chapter Seven herein shall submit a tax
return completed i a standard form, declaring thereby the circumstances pertaining to the assessment of the tax.

(2) By a return referred to in Paragraph (1), the persons shall furthermore declare all changes in the circumstances
pertaining to the assessment of the tax.

(3) The persons shall furthermore submit a tax return under this Article on the occurrence of any circumstances
referred to in Article 39 (2) and (3) herein during the relevant period.

Time Limit for Submission of Tax Return on Levy of Final Annual (Licence) Tax

Article 60. (1) The tax return referred to in Article 59 (1) herein shall be submitted on or before the 31st day of
January of the next succeeding year. In the cases of commencement of activity after the said date, the tax return shall be
submitted immediately before commencement of activity.

(2) The tax return referred to n Article 59 (2) herem shall be submitted within seven days after occurrence of the
circumstances.



(3) The tax return referred to in Article 59 (3) herein shall be submitted not later than at the end of the month next
succeeding the month during which the circumstances referred to in Article 39 (2) and (3) herein have occurred.

(4) Any person, who submits the tax return referred to in Article 59 (1) herein on or before the 31st day of January of
the current year and pays the full amount of the final annual (licence) tax, as determined according to the circumstances as
declared, on or before the same date, shall enjoy a rate rebate of 5 per cent.

Place of Submission of Tax Return on Levy of Final Annual (Licence) Tax

Article 61. (1) The tax returns referred to in Article 59 herein shall be submitted to the National Revenue Agency
territorial directorate exercising competence over the permanent address of the resident natural persons, including the sole
traders, who are liable for the tax.

(2) Where the tax return of a non-resident natural person is submitted through an attorney-in-fact who has a
permanent address in the country, the said submission shall be effected at the National Revenue Agency territorial
directorate exercising competence over the permanent address of the said attorney-in-fact.

(3) Outside the cases referred to in Paragraphs (1) and (2), the tax return shall be submitted to the Sofia Territorial
Directorate of the National Revenue Agency.
Section [V

Time Limits and Place of Submission of Tax Returns on Alternative Taxes

Payable by Sole Trader

Obligation and Time Limits for Submission of Tax Returns on Alternative Taxes Payable by Sole Traders
Article 62. In respect of the activities taxed under Article 26 (5) herein, the sole traders shall apply the provisions of
the Corporate Income Tax Act on declaring of the tax.

Place of Submission of Tax Returns on Alternative Taxes Payable by Sole Traders

Article 63. The tax returns referred to in Article 62 herein shall be submitted to the National Revenue Agency
territorial directorate exercising competence over the permanent address of the natural person.

Section V

Endorsement of Standard Forms

Endorsement of Standard Forms
Article 64. (1) The standard forms of the tax returns under this Act shall be endorsed by an order of the Minister of
Finance.

(2) The standard form of the declaration referred to in Article 21 (8) herein shall be endorsed by an order of the
Minister of Finance.

(3) The standard forms of a Statement of Amounts Paid and of a certificate under this Act, as well as of the certificate
referred to in Article 58 herein and of the statement referred to in Article 73 (1) herein, shall be endorsed by an order of the
Minister of Finance.

(4) The orders and the standard forms referred to in Paragraphs (1) to (3) shall be promulgated in the State Gazette.
Chapter Twelve

TAX REMITTANCE
Section |

Time Limits and Place of Remittance of Taxes Withheld by Payer of Income



Time Limits for Remittance of Taxes Withheld by Payer of Income

Article 65. (1) The tax referred to in Article 46 herein on the income referred to in Article 37 (1) to (9) and Article 38
(10) herein shall be withheld and remitted by the enterprise or the self-insured person which or who is a payer of the income
not later than at the end of the month next succeeding the month in which the income was charged.

(2) The tax referred to in Article 46 herein on the income referred to in Article 38 (2) herein shall be withheld and
remitted by the enterprise which is a payer of the income not later than at the end of the month next succeeding the month
during which the decision on the distribution of dividend was made.

(3) The tax referred to in Article 46 herein on the income referred to n Article 38 (3) herein shall be withheld and
remitted by the enterprise which is a payer of the income not later than at the end of the month during which the expenses
were charged.

(4) The tax referred to in Article 46 herein on the income referred to in Article 38 (4) herein shall be withheld and
remitted by the enterprise which is a payer of the income not later than at the end of the month during which the share n any
liquidation surplus was charged.

(5) Paragraph (4) shall not apply to any income from shares in any liquidation surpluses in the cases of transfer of
property upon transformation according to the procedure established by Article 265 of the Commerce Act , in which cases
the tax shall be remitted according to the procedure established by Article 67 herein by the sole trader who has acquired the
income.

(6) The tax referred to in Article 46 heremn on the income referred to mn Items 10 to 12 of Article 37 (1) and Article 38
(5) herein shall be remitted according to the procedure established by Article 67 herein by the person who has acquired the
income.

(7) The tax referred to in Article 46 herein on the income referred to in Article 38 (8) herein shall be withheld and
remitted by the commercial insurance/social insurance company not later than at the end of the month next succeeding the
month during which the income was acquired by the natural person.

(8) The commercial insurance/social insurance company referred to in Paragraph (7) shall ascertain the portion of the
non-taxable income referred to in Article 38 (9) herein on the basis of a written declaration provided by the natural person
who is liable for the tax.

(9) Where the income referred to in Article 37 and Article 38 (1) herein are in favour of any person who is resident in
a State wherewith the Republic of Bulgaria has concluded a convention for the avoidance of double taxation, the tax
referred to in Article 46 herein shall be withheld and remitted by the enterprise or by the self-insured person which or who is
a payer of the income within three months after the commencement of the month next succeeding the month during which
the income referred to in Paragraph (1) was charged, after the decision referred to in Paragraph (2) was made, after the
expenses referred to in Paragraph (3) were charged, or after the share in any liquidation surplus was charged, as the case
may be.

(10) The tax which the payer of the income is obligated to withhold under Articles 42, 43 and Article 49 (2) and (5)
herein shall be remitted on or before the 10th day of the month next succeeding the month during which the tax was
withheld.

(11) The tax referred to in Article 42 (5) heremn shall be remitted not later than at the end of the month next succeeding
the month during which the part payments were made.

Place of Remittance of Taxes Withheld by Payer of Income

Article 66. The tax referred to in Article 65 herein shall be remitted to the executive budget by crediting an account of
the National Revenue Agency territorial agency exercising competence over the place of registration of the payer of the
income.

Section 11

Time Limits and Place of Remittance of Taxes by Person Who Has Acquired



Income

Time Limits for Remittance of Taxes by Person Who Has Acquired Income

Article 67. (1) Where the payer of the income is not obligated to withhold and remit the tax, the tax referred to in
Articles 43, 44 and 46 herein shall be remitted by the person who has acquired the income, on or before the 15th day of the
month next succeeding the quarter of acquisition of the income.

(2) Tax prepayment under Item 2 of Article 43 (2) and Article 44 herein shall not be remitted in respect of any income
acquired during the fourth quarter of the tax year.

(3) The tax referred to in Article 46 herein, as determined at the time of the exchange referred to in Article 38 (5)
herein, shall be remitted by the person who has acquired the income on or before the 15th day of the month next succeeding
the quarter during which a subsequent sale or exchange was effected of the shares and interests in the acquiring/newly
established corporation, including upon a subsequent exchange of the shares or mterests in connection with transformation
of commercial corporations.

(4) The tax due under Article 48 herein shall be remitted on or before the 30th day of April of the year next
succeeding the year of acquisition of the income.

Place of Remittance of Taxes by Person Who Has Acquired Income

Article 68. (1) The tax referred to in Articles 43, 44, 46 and 48 herein shall be remitted to the executive budget by
crediting an account of the National Revenue Agency territorial agency exercising competence over the permanent address
of'the resident natural person, including the sole trader.

(2) The tax referred to in Paragraph (1) of any non-resident person who has received income through an
attorney-in-fact who has a permanent address in the country shall be remitted to the executive budget by crediting an
account of the National Revenue Agency territorial agency exercising competence over the permanent address of the said
attorney-in-fact.

(3) Where the place of submission of the tax cannot be ascertained according to the procedure established by
Paragraphs (1) and (2), the tax shall be remitted to the executive budget by crediting an account of the Sofia City Territorial
Directorate of the National Revenue Agency.

Section III

Time Limits and Place of Remittance of Final Annual (Licence) Tax

Time Limits for Remittance of Final Annual (Licence) Tax

Article 69. (1) The final annual (licence) tax under Chapter Seven herein shall be remitted in four equal payments, as
follows:

1. for the first quarter: on or before the 31st day of January;

2. for the second quarter: on or before the 31st day of April;

3. for the third quarter: on or before the 31st day of July;

4. for the fourth quarter: on or before the 31st day of October.

(2) Where an obligation to remit a final annual (licence) tax arises during the tax year, the portion of the tax due for the
current quarter shall be remitted within seven days after the date of submission of the return referred to in Article 59 herein,
and where a return has not been submitted, the said portion shall be remitted within seven days after expiry of the time limit

for submission of the said return.

Place of Remittance of Final Annual (Licence) Tax
Article 70. The final annual (licence) tax shall be remitted to the executive budget by crediting an account of the



National Revenue Agency territorial agency exercising competence over the permanent address of the resident natural
person, including the sole trader.
Section IV

Time Limits and Place of Submission of Alternative Taxes by Sole Traders

Time Limits for Submission of Alternative Taxes by Sole Traders
Article 71. In respect of the activities taxed under Article 26 (5) herein, the sole traders shall apply the provisions of
the Corporate Income Tax Act regarding the time limits for remittance of the tax.

Place of Submission of Alternative Taxes by Sole Traders

Article 72. The taxes referred to in Article 71 herein shall be remitted to the executive budget by crediting an account
of the National Revenue Agency territorial agency exercising competence over the permanent address of the natural person.

PART FIVE

DISCLOSURE OF INFORMATION, APPLICABLE PROVISIONS OF OTHER ACTS AND

REFUND OF TAX WITHHELD IN ANOTHER MEMBER STATE OF EUROPEAN COMMUNITY
Chapter Thirteen

DISCLOSURE OF INFORMATION

Income Payers' Obligations to Disclose Information

Article 73. (1) The enterprises and the self~msured persons within the meaning given by the Social Insurance Code ,
which or who are payers of income, shall prepare a statement in a standard form on the income paid to natural persons
during the tax year other than income from employment relationships and pensions.

(2) The statement referred to in Paragraph (1) shall be presented on or before the 30th day of April of the next
succeeding year to the National Revenue Agency territorial directorate exercising competence over the place of registration
of' the payer of the income.

(3) Where the persons referred to in Paragraph (1) have paid income to more than ten natural persons during the tax
year, the statement referred to in Paragraph (1) shall be presented solely on an electronic data medium in a format and
according to a procedure approved by an order of the Executive Director of the National Revenue Agency.

(4) Employers shall periodically disclose information on the income paid under employment relationships and on the
tax withheld on the said income. The Ministry of Fiance shall issue an ordinance on the content, manner and procedure for
presentation and storage of the data.

State Bodies' Obligation to Disclose Information
Article 74. (1) When so requested by the revenue authorities, the Ministry of the Interior shall provide the information
necessary to ascertain whether a person is resident or non-resident according to Chapter One herein.

(2) Annually, on or before the 15th day of December, the Ministry of Regional Development and Public Works shall
provide the National Revenue Agency with up-to-date information on the population by current address, consolidated by
nucleated settlement.

Chapter Fourteen

APPLICABLE PROVISIONS OF OTHER LAWS

Priority Application of Tax Convention or Another International Treaty

Article 75. (1) In the event of a conflict between the provisions of any tax convention or another international treaty,
which has been ratified by the Republic of Bulgaria, has been promulgated and has entered mto force, and any provisions of
this Act, the provisions of the relevant tax convention or treaty shall prevail.



Foreign Tax Credit

Article 76. (1) Outside the cases referred to in Article 75 herein, upon assessment of the income tax any resident
natural person shall be allowed foreign tax credit in respect of identical or similar foreign taxes levied abroad by the
respective competent authorities.

(2) Any person referred to in Paragraph (1) shall be allowed foreign tax credit in respect of all taxes on dividends,
mterest, copyright and licence royalties, technical assistance fees and rents as paid from sources abroad.

(3) The foreign tax credit referred to n Paragraph (2) shall be determmed for each State and for each type of income
separately and shall be limited to the amount of the Bulgarian income tax which would have been due on such
foreign-source income if applied to a domestic-source income.

(4) Where necessary, the Minister of Finance may:
1. determine which taxes are identical or similar to the income tax on natural persons;

2. specify the origin and the particular amount of the domestic-source or foreign-source income accruing from the
respective source;

3. disallow foreign tax credit in respect of such foreign taxes whereby the credit has been wrongfully increased.

Prevention of Tax Evasion

Article 77. Upon determination of the liabilities of persons under this Act in the cases of transactions between related
parties, of transactions concluded under terms and conditions whereof the fulfilment leads to an evasion of taxation and
application of market prices, transfers related to a fixed base, as well as interest arising from a financial lease, the provisions
of the Corporate Income Tax Act on prevention of fiscal evasion with respect to tax shall apply, mutatis mutandis.

Chapter Fifteen

DEDUCTION AND REFUND OF TAX PAID IN ANOTHER MEMBER STATE OF EUROPEAN

COMMUNITY

Deduction of Tax Withheld in Another Member State of European Union

Article 78. (1) The tax withheld in the Kingdom of Belgium, the Republic of Austria or in the Grand Duchy of
Luxembourg on any savings income, paid by a paying agent to resident natural persons, with the exception of sole traders,
shall be deducted from the tax due on the aggregate annual taxable amount of the person as determined in the annual tax
return referred to in Article 50 herein as submitted.

(2) Should there be any balance after the deduction referred to in Paragraph (1), the said balance shall be refinded on
the basis of a request within the time limits and according to the procedure established by Chapter Sixteen of the Tax and
Social-Insurance Procedure Code.

(3) A document certifying the amount of the income and the tax withheld in the State under Paragraph (1), issued by
the competent tax authorities of the said State, shall be attached to the annual tax return referred to in Paragraph (1) or to
the request referred to in Paragraph (2), as the case may be.

Refund of Tax Withheld in Another Member State of European Community

Article 79. (1) Any natural person, with the exception of sole traders, who was not obligated to submit a return under
Article 50 herein, shall have the right to a refund of the tax withheld in the Kingdom of Belgium, the Republic of Austria or in
the Grand Duchy of Luxembourg on any savings income, paid by a paying agent.

(2) The refund referred to in Paragraph (1) shall be effected on the basis of a request within the time limits and
according to the procedure established by Chapter Sixteen of the Tax and Social-Insurance Procedure Code .

(3) A document certifying the amount of the income and the tax withheld in the State under Paragraph (1), issued by



the competent tax authorities of the said State, shall be attached to the request referred to in Paragraph (2).
PART SIX

ADMINISTRATIVE PENALTY PROVISIONS
Article 80. (1) Any person, who submits any tax return under this Act past the due date, shall be lable to a fine or a
pecuniary penalty not exceeding BGN 500, unless subject to a severer sanction.

(2) Any person, who fails to state or who misstates any particulars or circumstances in a tax return leading to
underassessment of the tax or to exemption from tax, shall be liable to a fine or a pecuniary penalty not exceeding BGN
1,000, unless subject to a severer sanction.

(3) Upon a repeated violation, the fine or pecuniary penalty referred to in Paragraph (1) shall be to an amount not
exceeding BGN 1,000, and the fine or pecuniary penalty referred to in Paragraph (2) shall be to an amount not exceeding
BGN 2,000, unless the person is subject to a severer sanction.

Article 81. Any person, who or which is payer of income and, despite being under an obligation to do so, fails to
withhold a tax or to remit a tax when due, shall be lable to a fine or a pecuniary penalty not exceeding BGN 1,000, unless
subject to a severer sanction.

Article 82. (1) Any person blameworthy for a failure to submit or for late submission of the information referred to in
Article 73 herein, as well as for stating untrue or incomplete data, shall be lable to a fine or a pecuniary penalty not
exceeding BGN 250, unless the person is subject to a severer sanction.

(2) For any violations referred to in Paragraph (1), committed in respect of more than one natural person, the fine or
pecuniary penalty shall be immposed separately in respect of each natural person.

(3) Upon a repeated violation under Paragraph (1), the fine or pecuniary penalty referred to in Paragraph (1) shall be
to an amount not exceeding BGN 500.

Article 83. (1) Any sole trader, who fails to fulfil the obligation thereof under Article 51 (1) herein to present an annual
financial statement, including the notes thereon, or who presents the said statement past the due date, shall be liable to a
pecuniary penalty not exceeding BGN 500.

(2) Upon a repeated violation under Paragraph (1), the pecuniary penalty shall be to an amount not exceeding BGN
1,000.

(3) Any sole trader, who fails to fulfil the obligation thereof under Article 51 (2) herein to submit a copy of the report
under the Independent Financial Audit Act or who submits any such report past the due date, shall be subject to a
pecuniary penalty not exceeding BGN 2,000.

(4) Upon a repeated violation under Paragraph (3), the pecuniary penalty shall be to an amount not exceeding BGN
4,000.

Article 84. (1) Any employer under a principal employment relationship, who fails to fulfil the obligation thereof to
determine the annual amount of the tax on income from employment relationships, shall be liable to a fine or a pecuniary
penalty not exceeding BGN 500.

(2) Upon a repeated violation under Paragraph (1), the fine or pecuniary penalty shall be to an amount not exceeding
BGN 1,000.

Article 85. (1) The violations under this Act shall be ascertained by a written statement drawn up by a revenue
authority.

(2) The penalty decrees shall be issued by the Executive Director of the National Revenue Agency or by an official
thereby authorized.

(3) The written statements ascertaining violations and the penalty decrees shall be drawn up, issued and appealed
against according to the procedure established by the Administrative Violations and Sanctions Act .

Article 86. The provisions of the Administrative Violations and Sanctions Act shall apply to the imposition of
administrative sanctions.

SUPPLEMENTARY PROVISIONS

§ 1. Within the meaning given by this Act:



1. "Bulgaria" or "the country" shall be the Republic of Bulgaria and, when used in a geographical sense, shall include
the territory over which the Republic of Bulgaria exercises the State sovereignty thereof, as well as the continental shelf and
the exclusive economic zone wherewithin the Republic of Bulgaria exercises sovereign rights in conformity with international
law.

2. "Permanent address" shall be the address within the meaning given by Item 3 of § 1 of the Supplementary Provision
ofthe Bulgarian Identity Documents Act .

3. "Permanent establishment" shall be a permanent establishment within the meaning given by Item 5 of § 1 of the
Supplementary Provisions of the Tax and Social-Insurance Procedure Code .

4. "Fixed base" shall be a fixed base within the meaning given by Item 7 of § 1 of the Supplementary Provisions of the
Tax and Social-Insurance Procedure Code .

5. "Dividend" shall be:
(a) ncome from shares;

(b) income from participating interests, even in unincorporated associations, and from other corporate rights, where
treated as income from shares;

(c) hidden profit distribution.
6. "Share in any liquidation surplus" shall be:

(a) a share in any liquidation surplus within the meaning given by the Commerce Act , including the share in the
property charged to a partner upon dissolution of'a general or limited partnership;

(b) the cash equivalent of the share in the property charged to a partner upon cessation of membership in a
corporation;

(c) the equity stake contribution appertaining upon termination of membership in a cooperative or upon termination of
a cooperative;

(d) the property transferred upon transformation through transfer of property to the sole owner according to
procedure established by Article 265 of the Commerce Act ;

(e) any mcome of the nature of a share referred to in Litterac (a) to (d) upon dissolution of a commercial
corporation/cooperative or upon cessation of membership in a commercial corporation/cooperative abroad.

7. "Interest payment" shall be income from debt claims of every kind, whether or not secured by mortgage and
whether or not carrying a right to participate in the debtor's profits, including interest paid on deposits with banks and
income (premiums) from debentures and bonds.

8. "Franchising agreement”, "factoring”, "copyright and licence royalties" and "technical assistance fees" shall be the
respective notions within the meaning given by the Corporate Income Tax Act .

9. "Market price" shall be the market price within the meaning given by Item 8 of § 1 of the Supplementary Provisions
of'the Tax and Social-Insurance Procedure Code .

10. "Works of art, collectors' items and antiques" shall be the respective notions within the meaning given by the Value
Added Tax Act .

11. "Transactions on a regulated Bulgarian securities market" shall be any transactions that:

(a) (amended, SG No. 52/2007) have been concluded on the official and second-tier regulated market in Bulgaria,



within the meaning given by the Markets in Financial Instruments Act , save for block trades and other transactions in
securities which, according to the rules of the regulated market, are subject solely to registration on the regulated market;

(b) have been concluded under the terms and according to the procedure of tender offering under Section II of
Chapter Eleven of the Public Offering of Securities Act , as well as any transactions which have been concluded under the
terms and according to the procedure for repurchase by collective investment schemes which have been admitted for public
offering in the Republic of Bulgaria according to the procedure established by the Public Offering of Securities Act .

12. "Supplementary voluntary social insurance" shall be the social insurance covered under Titles Three and Four of
Part Two of the Social Insurance Code.

13. "Voluntary health insurance" shall be the insurance covered under Chapter Three of the Health Insurance Act .

14. "Life assurances" shall be the classes of msurance referred to in Items 1 and 3 of Section I of Annex No. 1 to the
Insurance Code .

15. "Income accruing from investment of technical provisions" shall be the portion of the net financial income from
mvestment of the resources in the mathematical (premium) provisions as distributed by an insurer to the ndividual accounts
ofthe insureds.

16. "Insurance benefit" shall be insurance benefit within the meaning given by the Insurance Code .

17. "Ground rent" shall be income accruing to the owner of agricultural land for the use of the said land from a
cooperative registered under the Cooperatives Act .

18. "Rent charge" shall be income accruing to a lessor by virtue of a contract of tenancy.

19. "Producer dividends" shall be the dividends distributed to the members of a cooperative for output thereby
produced and sold to the said cooperative.

20. "Consumer dividends" shall be the dividends distributed for consumer goods which the members of a cooperative
purchase from the said cooperative.

21. "Unprocessed plant and animal produce" shall be any primary product obtained from plants and animals which is
used in its natural form, without being subject to technological processing and treatment as a result of which any
physico-chemical changes have occurred in the composition.

22. "Foster parent" shall be any member of a foster family under Article 31 of'the Child Protection Act .

23. "Health-care facilities" shall be the facilities covered under Article 21 (2) of the Health Act .

24. "Medical-treatment facilities" shall be the medical-treatment facilities under the Medical- Treatment Facilities Act .

25. "Donation for culture" shall be the assistance provided gratuitously under the terms and according to the procedure
established by the Financial Support for Culture Act .

26. "Employment relationships" shall be:
(a) the legal relationships with factory and office workers under the Labour Code ;

(b) the legal relationships with civil servants and the legal relationships between the Minister of Defence and the
Minister of Interior or officials authorized thereby, of the one part, and the employees of the relevant ministries, of the other
parts;

(c) (supplemented, SG No. 64/2007) the legal relationships with the members of the Supreme Judicial Council, the
Inspector General and the mspectors of the Inspectorate at the Supreme Judicial Council, the judges, prosecutors,
investigating magistrates, chief administrators and the deputies thereof in the judicial authorities, the public enforcement



agents, the recording magistrates and the judicial officers under the Judicial System Act , as well as the legal relationships
under the Constitutional Court Act ;

(d) the legal relationships between the Bulgarian Orthodox Church or another registered denomination under the
Religious Denominations Act , of the one hand, and the ministers of the said Church or denomination holding a spiritual title,
of'the other hand;

(e) legal relationships with any persons deriving income from any offices which are elective by virtue of a law;

(f) the legal relationships associated with the hiring of a non-resident person who does not have a permanent
establishment or a fixed base in the country, where the work is performed within the territory of the country.

27. "Employer" shall be any resident person, non-resident person carrying out activity through a permanent
establishment or a fixed base within the territory of the country, as well as any representative office under the Investment
Promotion Act , who or which hires natural persons under employment relationships.

28. "Practice of a skilled craft" shall be the manufacture of articles or the provision of services carried out by a natural
person entered in the register of craftsmen, who is not registered as a sole trader.

29. "Persons practising a liberal profession" shall comprehend: professional accountants; consultants; auditors; lawyers;
notaries; private enforcement agents; jurors; experts with the court and the prosecuting magistracy; licensed appraisers;
industrial property agents; medical specialists; translators and interpreters; architects; engineers; site managers; intellectuals,
educators, artists and scientists; msurance agents; other natural persons in respect of whom the following conditions
simultaneously exist:

(a) they carry out a professional activity for their own account;
(b) they are not registered as sole traders;

(c) they are self-insured persons within the meaning given by the Social Insurance Code .

30. "Non-employment relationships" shall be the legal relationships other than such referred to in Items 26, 28 and 29,
by virtue of which a natural person, who is not a sole trader, owes the achievement of a specific result.

31. "Intellectual property” shall be the property of any scientific, artistic or literary work, including cinematograph films
and television films and recordings for transmission by radio or television; the property of any patent, trade mark, industrial
design or utility model, drawing, plan, secret formula or process, as well as of information concerning industrial, commercial
or scientific experience (know-how).

32. "Owners' equity of an enterprise," in connection with the application of Article 33 (10) herein, shall be the
balance-sheet value of the assets net of the balance-sheet value of the labilities of the enterprise.

33. "Enterprise" shall be an enterprise within the meaning given by the Accountancy Act , as well as a representative
office under the Investment Promotion Act and a contribution payment centre established in pursuance of Article 8 of the
Social Insurance Code .

34. "Tax convention" shall refer to:

(a) any convention for the avoidance of double taxation with respect to taxes on income;

(b) any convention for the avoidance of double taxation with respect to taxes on income and capital gains;

(c) any convention for the avoidance of double taxation and the prevention of fiscal evasion with respect to taxes on
mncome;

(d) any convention for the avoidance of double taxation and the prevention of fiscal evasion with respect to taxes on
income and capital gains;



(e) any convention or treaty for the avoidance of double taxation of income derived from international air transport,
regardless of whether the said conventions or treaties are inter-state or inter-governmental.

35. "Foreign tax credit" shall be the right, enjoyable under conditions as specified by this Act, to allow a tax on income
or profit already paid abroad against the tax assessed on the profit accruing to the taxable person from sources inside the
country and abroad.

36. "Repeated violation" shall be any violation which is committed within one year after the entry into effect of a
penalty decree whereby the offender was penalized for a violation of the same kind.

37. "Turnover", for the purposes of levy of a final annual (licence) tax, shall be the sum total of all sales (of output,
goods, services and other sales) from economic activity effected during the year, less the value added tax and/or the excise
duties, in the cases where the persons are registered under the Value Added Tax Act and/or are obligated to charge excise
duty under the Excise Duties and Tax Warehouses Act .

38. "Establishment", for the purposes of levy of a final annual (licence) tax, shall be any place, premise and/or facility,
including such in the open air, where an activity covered under the Annex hereto is carried out, including:

(a) collective tourist accommodation establishments and supplementary tourist accommodations;
(b) mass-catering and entertainment establishments;
(c) retail shops, open-air stalls, tables at markets, on pavements and in street roadways;

(d) studios, workshops and other premises, regardless of whether serving for other purposes as well or being part of
an immovable property.

39. "Workplace" shall be an adapted part of an establishment equipped for the performance of a specified type of
activity or service by a single person.

40. "Residents", for the purposes of levy of a final annual (licence) tax, shall be the persons having a current address n
the relevant nucleated settlement according to mnformation of the Ministry of Regional Development and Public Works,
current in the month of December of the last preceding year.

41. "Current address" shall be the address within the meaning given by Article 94 of the Civil Registration Act .

42. "Amusement arcade machines" shall be gambling slot-machines without prizes, ntended for amusement and
recreation, which allow a specified time for use or play on the machine for the price of a game.

43. "Collective tourist accommodation establishments" and "supplementary tourist accommodations" shall be the
respective tourism establishments referred to in Items 1 and 2 of Article 3 (3) of the Tourism Act .

44. "Net selling space" shall be the space in the relevant distributive trade establishment, including the stands, which is
accessible to customers.

45. "Mass-catering and entertainment establishments" shall be the respective tourism establishments referred to in Item
3 of Article 3 (3) of'the Tourism Act .

46. "Refreshment bars, kiosks and caravans" shall be drinking establishments serving a limited range of mostly
prepackaged goods, cold and hot snacks, bakery products and sugar confectionery, beer, hot and soft drinks, and a limited
range of alcoholic drinks.

47. "Weighted average price" shall be the price which is determmed according to the following formula:

I




where:

WAP shall be the weighted average price;

CA1l,2...n shall be the cost of acquisition of the relevant financial asset;
NAL,2...n shall be the number of financial assets acquired at a price of CA1,2...n.

48. "Piece of equipment", in connection with the application of Item 35 of Section I of the Annex hereto, shall be each
particular device (machine) which is used directly in the activity (a washing machine, an ironing press, a drying machine and
other such).

49. "Savings mcome" shall be:

(a) any income related to debt claims of every kind, whether or not secured by mortgage and whether or not carrying
a right to participate in the debtor's profits, including interest paid on deposits with banks, interest paid and discounts made
on bonds or debentures (premiums and prizes); penalty charges for late payments shall not be regarded as savings income;

(b) any mcome deriving from interest accrued or capitalized at the sale, refund or redemption of the debt claims
referred to in Littera (a);

(c) any income referred to in Litterae (a) and (b), paid either directly or through a paying agent and distributed by:
(aa) a collective mvestment scheme licensed in another Member State;

(bb) a paying agent certified in the Member State where the said agent is established, treated as a collective investment
scheme;

(cc) a collective mvestment scheme established in a third country;

(d) income realized upon the sale, refund or redemption of shares or units in persons referred to in Litterae (aa), (bb)
and (cc), if they invest directly or indirectly (via persons referred to in Litterae (aa), (bb) and (cc)) more than 40 per cent of
their assets in debt claims referred to in Littera (a).

50. "Paying agent" shall be any person carrying out economic activity within the territory of the Kingdom of Belgum,
the Republic of Austria or in the Grand Duchy of Luxembourg, who or which pays savings income to resident natural
persons under this Act, including where the said agent is an intermediary upon payment of the said income.

§ 2. This Act transposes the provisions of Council Directive 90/434/EEC on the common system of taxation
applicable to mergers, divisions, [partial divisions], transfers or assets and exchanges of shares concerning companies of
different Member States [and to the transfer of the registered office, of an SE or SCE, between Member States] and
Council Directive 2003/48/EC on taxation of savings income in the form of interest payments.

TRANSITIONAL AND FINAL PROVISIONS

§ 3. The Personal Income Tax Act (promulgated in the State Gazette No. 118 of 1997; [modified by] Constitutional
Court Judgement No. 6 of 1998, [promulgated in] No. 35 of 1998; amended in Nos. 71 and 153 of 1998, Nos. 50, 103
and 111 of 1999, No. 105 of 2000, No. 110 of 2001, Nos. 40, 45, 61 and 118 of 2002, Nos. 42, 67, 95 and 112 of
2003, Nos. 36, 37, 53, 70 and 108 of 2004, Nos. 43, 102, 103 and 105 of 2005, Nos. 17 and 63 of 2006) is hereby
superseded.

§ 4. (1). Any person, who or which is a principal employer within the meaning given by the Personal Income Tax Act
as superseded at the 31st day of December 2006, shall recalculate finally the tax on the income from employment
relationships and legal relationships equivalent to an employment relationship on an annual basis according to the procedure
established by the said Act not later than the 31st day of January 2007.

(2) Article 49 (5), (6) and (7) herein shall apply to the difference in the tax in connection with the recalculation referred
to in Paragraph (1).



(3) The employers within the meaning given by the Personal Income Tax Act as superseded shall issue the certificate
referred to in Article 38 of the said Act on the income from employment relationships received during 2006.

§ 5. The amount of the tax prepayment upon the final payment of the income in respect a taxable income from
employment relationships within the meaning of this Act, charged but unpaid prior to the entry of this Act into force, shall be
determined according to Article 42 (3) herein.

§ 6. (1) Any income received prior to the entry of this Act nto force, other than income from employment
relationships, and which is subject to taxation under the Personal Income Tax Act as superseded, in respect of which the
date of acquisition of the income under this Act is after the 1st day of January 2007, shall be deducted upon determination
of the taxable income under this Act.

(2) The portion of the taxable income which, in pursuance of Article 22 (2) of the Personal Income Tax Act as
superseded, was ignored upon determination of the tax base within the meaning given by the said Act, shall be declared as
taxable income under this Act during the next succeeding tax years until depletion of the remainder of the years referred to in
Article 22 (2) ofthe Personal Income Tax Act as superseded.

§ 7. (1) Any income received in 2006 and subject to declaring according to the procedure established by the Personal
Income Tax Act as superseded shall be declared not later than the 15th day of April 2005 by submission of the annual tax
return referred to in Article 41 of the said Act .

(2) Any enterprises, which paid any income other than income from employment relationships and pensions to natural
persons in 2006, shall submit the statement referred to in Article 57 of the Personal Income Tax Act as superseded not later
than the 15th day of April 2007.

§ 8. (1) The tax due on any income received during 2006 shall be remitted within the time limits and according to the
procedure established by the Personal Income Tax Act as superseded.

(2) A rebate in respect of the tax remitted under Paragraph (1) shall be enjoyed under the terms, according to the
procedure and at the rate established by the Personal Income Tax Act as superseded.

§ 9. The standard forms of an annual tax return for 2006 and the statement for 2006 referred to in Article 57 of the
Personal Income Tax Act as superseded shall be endorsed not later than the 10th day of January 2007 by an order of the
Minister of Finance, which shall be promulgated in the State Gazette.

§ 10. (Effective 24.11.2006) The standard forms of the Statement of Amounts Paid and the certificate referred to in
Article 45 (4) heremn, of the certificate referred to in Article 58 herein and of the tax return referred to in Article 59 (1)
herein shall be endorsed not later than the 31st day of December 2006 by orders of the Minister of Finance. The said
standard forms and orders shall be promulgated in the State Gazette.

§ 11. In the Social Insurance Code (promulgated in the State Gazette No. 110 of 1999; [modified by] Constitutional
Court Judgment No. 5 of 2000, [promulgated in] No. 55 of 2000; amended in No. 64 of 2000, Nos. 1, 35, and 41 of
2001, Nos. 1, 10, 45, 74, 112, 119 and 120 02002, Nos. 8, 42, 67,95, 112 and 114 0of2003, Nos. 12, 38, 52, 53, 69,
70, 112 and 115 of 2004, Nos. 38, 39, 76, 102, 103, 104 and 105 of 2005, Nos. 17, 30, 34, 56, 57, 68 and 82 of
2006), the words "the Personal Income Tax Act" shall be replaced passim by "the Income Taxes on Natural Persons Act".

§ 12. In the Protection Against the Harmful Impact of Chemical Substances and Preparations Act (promulgated in the
State Gazette No. 10 of2000; amended in No. 91 0f2002, Nos. 86 and 114 of 2003, Nos. 100 and 101 of 2005, Nos.
30 and 34 0f2006), in Item 17 of § 1 of the Supplementary Provision , the words "the Personal Income Tax Act" shall be
replaced by "the Income Taxes on Natural Persons Act".

§ 13. In the Health Insurance Act (promulgated in the State Gazette No. 70 of 1998; amended in Nos. 93 and 153 of
1998, Nos. 62, 65, 67, 69, 110 and 113 0f 1999, Nos. 1, 31 and 64 0f2000, No. 41 of2001, Nos. 1, 54, 74, 107, 112,
119 and 120 02002, Nos. 8, 50, 107 and 114 0f2003, Nos. 28, 38, 49, 70, 85 and 111 of 2004, Nos. 39, 45, 76, 99,
102, 103 and 105 of 2005, Nos. 17, 18, 30, 33, 34 and 59 of 2006), in Article 42 (1) and (3) and § 19d (5) of the
Transitional and Final Provisions , the words "the Personal Income Tax Act" shall be replaced by "the Income Taxes on
Natural Persons Act".

§ 14. In the Integration of Persons with Disabilities Act (promulgated in the State Gazette No. 81 0f2004; amended in
Nos. 28, 88, 94, 103 and 105 of 2005, Nos. 18, 30, 33, 37 and 63 0f2006), in Article 40 (3) and Article 41 , the words
"the Personal Income Tax Act" shall be replaced by "the Income Taxes on Natural Persons Act".

§ 15. In the Act Conferring Certain Rights on Persons Who Have Served as Presidents of the Republic of Bulgaria
(promulgated in the State Gazette No. 59 of 2003), in Article 2 (2) , the words "the Personal Income Tax Act" shall be
replaced by "the Income Taxes on Natural Persons Act".

§ 16. In the Family Allowances Act (promulgated in the State Gazette No. 32 0f2002; amended n No. 120 of 2002,
No. 112 of 2003, No. 69 of 2004, No. 105 of 2005, Nos. 21, 30, 33 and 68 of 2006), in Item 2 of § 1 of the
Supplementary Provisions , the words "the Personal Income Tax Act" shall be replaced by "the Income Taxes on Natural



Persons Act".

§ 17. In the Local Elections Act (promulgated in the State Gazette No. 66 of 1995; corrected in No. 68 of 1995;
[modified by] Constitutional Court Judgment No. 15 of 1995, [promulgated in] No. 85 of 1995; amended in No. 33 of
1996; [modified by] Constitutional Court Judgment No. 4 of 1997, [promulgated in] No. 22 of 1997; amended in Nos. 11
and 59 of 1998, Nos. 69 and 85 of 1999, No. 29 of 2000, No. 24 of 2001, No. 45 of 2002, Nos. 69 and 93 of 2003,
No. 28 0of 2005, Nos. 17, 24, 30 and 69 of 2006), in Article 33 (2) , the words "the Personal Income Tax Act" shall be
replaced by "the Income Taxes on Natural Persons Act".

§ 18. In the Election of Members of Parliament Act (promulgated in the State Gazette No. 37 of 2001; [modified by]
Constitutional Court Judgment No. 8 0of2001, [promulgated in] No. 44 of2001; amended in No. 45 02002, Nos. 28, 32
and 38 0f 2005, Nos. 24, 30 and 63 0f2006), in Article 15a , the words "the Personal Income Tax Act" shall be replaced
by "the Income Taxes on Natural Persons Act".

§ 19. In the Tax and Social-Insurance Procedure Code (promulgated in the State Gazette No. 105 of 2005, amended
n Nos. 30, 33, 34, 59, 63, 73, 82 and 86 of 2006), in Item 1 of Article 178 (2) , the words "the Personal Income Tax
Act" shall be replaced by "the Income Taxes on Natural Persons Act".

§ 20. In the Election of President and Vice President of the Republic Act (promulgated in the State Gazette No. 82 of
1991; amended in No. 98 0f 1991, No. 44 0£1996, No. 59 0of 1998, Nos. 24, 80 and 90 of 2001, No. 45 0of 2002, No.
28 02005, Nos. 24 and 63 0f2006), in Article 10k (3) , the words "the Personal Income Tax Act" shall be replaced by
"the Income Taxes on Natural Persons Act".

§ 21. This Act shall enter into force on the 1st day of January 2007, with the exception of § 10, which shall enter into
force on the day of promulgation of the Act in the State Gazette.

This Act was passed by the 40th National Assembly on the 9th day of November 2006 and the Official Seal of the
National Assembly has been affixed thereto.

Annex
to Chapter Seven
Section I Types of Licence Activities and Annual Amount of Tax

1. Collective tourist accommodation establishments or supplementary
tourist accommodations of not more than 20 rooms: the tax shall be assessed
per room according to the location of the establishment:

Group I Group 11 Group III Group IV
(amount in BGN  (amount n BGN  (amount in BGN per (amount in BGN per
per room) per room) room) room)
one-star and two-star 250 200 75 25

2. Mass-catering and amusement establishments: the tax shall be assessed
per customer place, including such in the open air, or per establishment,
according to the location of the establishment:

Group 1 Group 11 Group III Group IV
(BGN per place) (BGN per place) (BGN per place) (BGN per place)
(a) restaurants:
one- and two-star 35 15 5 1
three-star 60 30 10 6
(b) fast-food outlets:
one- and two-star 20 8 2 1

three-star 35 20 6 3



(c) drinking establishments,
except such listed under Littera (f):

one- or two-star 20 8 2 1
three-star 35 20 6 2

(d) cafes and pattisseries:

one- and two-star 20 8 2 1
three-star 50 30 10 3
(e) bars:
- lounge bars:
two-star 50 30 10 3
three-star 84 52 24 10
- night clubs:
two-star 63 39 14 5
three-star 98 65 36 20
€] refreshment bars, 500 300 100 75
caravans and  kiosks  (per
establishment):

3. Retail trade on a net selling space of the establishment not
exceeding 100 square meters: the tax shall be assessed per square meter of
net selling space according to the location of the establishment.

(a) Sofia Municipality:
Sofia Municipality Zone [ Zone 11 Zone 111 Zone IV
BGN persqm 20 16 11 6

(b) the cities of Plovdiv, Varna and Bourgas: BGN 18 per sq m of net
selling space of the establishment;
(c) other nucleated settlements:

Group I Group II Group III Group IV, V Group VI, VII, VIII
17 10 6 4 2
4. Paid parking facilities: the tax shall be assessed per parking space

according to the location of the establishment:
(a) Sofia Municipality:



Zone/BGN

Sofia Municipality I I I
BGN per parking 200 150 100
space

(b) other nucleated settlements:

Group
Group I I I v,V
BGN per parking 90 60 35 20
space

5. Carpenter services: the tax shall be assessed according to the
location of the establishment:
(a) Sofia Municipality: BGN 780;
(b) other nucleated settlements:

Group | Group 11 Group III Group IV, V

500 360 220 100

6. Tailor, currier, furrier and knitting services: the tax shall be
assessed according to the location of the establishment:
(a) Sofia Municipality: BGN 840;
(b) other nucleated settlements:

Group I Group II Group III Group IV, V

540 390 240 110

7. Trade in, manufacture of, and services mvolving articles of precious
metals: the tax shall be assessed according to the location of the
establishment:

(a) Sofia Municipality: BGN 2,500;
(b) other nucleated settlements:

Group | Group II Group I1I Group IV, V
1,500 1,000 900 700
8. Cobbler, hatter and milliner services: the tax shall be assessed
according to the location of the establishment:

(a) Sofia Municipality: BGN 120;
(b) other nucleated settlements:

1A%

80

VI, VII, VIII

5

Group VI, VII, VIII

50

Group VI, VII, VIII

40

Group VI, VII, VIII

500



Group I Group II Group I1I Group IV, V
90 60 50 40
9. Metalworker services: the tax shall be assessed according to the
location of the establishment:
(a) Sofia Municipality: BGN 910;
(b) other nucleated settlements:
Group I Group II Group I1I Group IV, V
750 480 330 200
10. Hairdresser and barber services, pet beauty parlour services, per
workplace:
(a) Sofia Municipality:
Zone 1 Zone 11 Zone 111

840 560 350

(b) other nucleated settlements:

Group I Group II Group I1I Group IV, V

608 390 240 132

11. Typing and/or photocopying services: the tax shall be assessed per
device according to the location of the establishment:
(a) Sofia Municipality:

Zone | Zone 11 Zone [11

594 528 462

(b) other nucleated settlements:

Group | Group II Group 11 Group 1V, V

508 427 336 224

12. Cosmetic and tattooing services: the tax shall be assessed per

Group VI, VII, VIII

40

Group VI, VII, VIII

100

Zone IV

210

Group VI, VII, VIII

60

Zone IV

396

Group VI, VII, VIII

180



workplace according to the location of the establishment:

(a) Sofia Municipality:
Zone | Zone 11 Zone 111
900 630 540
(b) other nucleated settlements:
Group | Group II Group I1I Group IV, V
630 450 230 200

13. Manicure and chiropody: the tax shall be assessed per workplace
according to the location of the establishment:

(a) Sofia Municipality:
Zone | Zone 11 Zone 111
420 350 280
(b) other nucleated settlements:
Group | Group 11 Group 111 Group IV, V
338 260 180 77

14. Watchmaker services: the tax shall be assessed according to the
location of the establishment:
(a) Sofia Municipality: BGN 390;
(b) other nucleated settlements:

Group | Group II Group I1I Group IV, V

313 180 110 70

15. Upholsterer services: the tax shall be assessed according to the
location of the establishment:
(a) Sofia Municipality: BGN 520;
(b) other nucleated settlements:

Group I Group II Group I1II Group IV, V

438 360 275 200

Zone IV

450

Group VI, VII, VIII

130

Zone IV

210

Group VI, VII, VIII

60

Group VI, VII, VIII

60

Group VI, VII, VIII

180



16. Car washes; tyre repairs, regulating and balancing: the tax shall be
assessed according to the location of'the establishment:
(a) Sofia Municipality: BGN 1,200;
(b) other nucleated settlements:

Group I Group 11 Group 111 Group IV, V
890 650 450 230
17. Car repair, panel-beating, car painting and other services for the
technical maintenance and repair of motor vehicles: the tax shall be assessed
according to the location of the establishment:
(a) Sofia Municipality: BGN 1,900;
(b) other nucleated settlements:
Group I Group I Group III Group IV, V
1,350 1,000 700 350
18. Repair of wiring and plumbing systems: the tax shall be assessed
according to the location of the establishment:
(a) Sofia Municipality: BGN 560;
(b) other nucleated settlements:
Group I Group II Group IIT Group IV, V
405 260 180 132
19. Glazier services: the tax shall be assessed according to the
location of the establishment:
(a) Sofia Municipality: BGN 700;
(b) other nucleated settlements:
Group I Group II Group I1I Group IV, V
540 325 240 132
20. Maintenance and repair of household appliances, devices,
audio-visual equipment, air conditioners, repair of musical instruments: the
tax shall be assessed according to the location of the establishment:
(a) Sofia Municipality: BGN 980;
(b) other nucleated settlements:

Group | Group 11 Group III Group IV, V

694 462 284 174

Group VI, VII, VIII

190

Group VI, VII, VIII

280

Group VI, VII, VIII

100

Group VI, VII, VIII

100

Group VI, VII, VIII

47



21. Video cassette rental: the tax shall be assessed according to the
location of the establishment:
(a) Sofia Municipality: BGN 3,250;
(b) other nucleated settlements:

Group | Group 11 Group 111 Group IV, V
2,500 1,800 880 600
22. Female and male escorts: the tax shall be assessed according to the
location of the establishment:
(a) Sofia Municipality: BGN 6,440;
(b) other nucleated settlements:
Group 1 Group II Group 111 Group 1V, V
6,440 5,200 4,200 3,520
23. Masseuses and masseurs: the tax shall be assessed according to the
location of the establishment:
(a) Sofia Municipality: BGN 1,680;
(b) other nucleated settlements:
Group | Group 11 Group I1II Group IV, V
1,680 1,300 960 660
24. Clairvoyants, psychics and bioenergy therapists: the tax shall be
assessed according to the location of the establishment:
(a) Sofia Municipality: BGN 5,600;
(b) other nucleated settlements:
Group | Group II Group 111 Group IV, V
5,600 4,550 3,600 2,750
25. Photographic services: the tax shall be assessed according to the
location of the establishment:
(a) Sofia Municipality: BGN 1,040;
(b) other nucleated settlements:

Group I Group II Group III Group IV, V

750 600 440 300

Group VI, VII, VIII

300

Group VI, VII, VIII

3,000

Group VI, VII, VIII

500

Group VI, VII, VIII

2,000

Group VI, VII, VIII

200



26. Intermediation services for the purchase, sale, exchange and lease
ofreal property: the tax shall be assessed according to the location of the
establishment:

(a) Sofia Municipality: BGN 3,500;
(b) the cities of Plovdiv, Varna and Bourgas: BGN 2,500;
(c) other nucleated settlements:
Group | Group 11 Group 111 Group IV, V
1,500 700 400 200

27. Leased public lavatories: the tax shall be assessed according to the

location of the establishment:
(a) Sofia Municipality:
Zone 1 Zone 11 Zone 111

420 350 310

(b) other nucleated settlements:

Group | Group II Group 111 Group 1V, V
340 290 240 190
28. Locksmith services, repair of locks, repair of handbags,
book-binding services, repair of sewing machines: the tax shall be assessed
according to the location of the establishment:
(a) Sofia Municipality: BGN 198;
(b) other nucleated settlements:
Group [ Group II Group III Group IV, V
198 122 90 71
29. Repair of umbrellas, repair and recharging of lighters, repair of
bicycles, chimney sweeping services: the tax shall be assessed according to
the location of the establishment:
(a) Sofia Municipality: BGN 98;
(b) other nucleated settlements:

Group | Group II Group 111 Group 1V, V

98 &5 72 61

30. Pawn brokers:

Group VI, VII, VIII

100

Zone IV

280

Group VI, VII, VIII

150

Group VI, VII, VIII

50

Group VI, VII, VIII

50



(a) Sofia Municipality: BGN 28,000;
(b) other nucleated settlements:
Group I Group I Group III Group IV, V
28,000 18,200 12,000 6,600
31. Retail of newspapers, magazines, Bulgarian and translated

literature: the tax shall be assessed according to the location of the
establishment:

a) Sofia Municipality
Zone | Zone 11 Zone [11
260 195 130

(b) other nucleated settlements:

Group I Group 11 Group III Group IV, V

188 120 90 60

32. Repair of computers, computer and other electronic office automation
(copiers, facsimile machines, printers, etc.): the tax shall be assessed
according to the location of the establishment:

(a) Sofia Municipality: BGN 1,300;
(b) other nucleated settlements:

Group I Group II Group III Group IV, V
995 900 865 390

33. Amusement or sports games: the tax shall be assessed per number of
devices according to the location of the establishment:
(a) amusement arcade machines and other games operated by coins or
tokens:
- Sofia Municipality: BGN 198;
- other nucleated settlements:

Group | Group II Group III Group IV, V

198 171 146 112

(b) pinball, table tennis, darts, paintball and speedball,
mini-basketball, bridge, backgammon:

Group VI, VII, VIII

3,000

Zone IV

104

Group VI, VII, VIII

30

Group VI, VII, VIII

300

Group VI, VII, VIII

100



- Sofia Municipality: BGN 26;
- other nucleated settlements:
Group I Group II Group III Group IV, V Group VI, VII, VIII

26 22 17 10 8

(c) bowling and skittles, per alley, and billiards, per table:
- Sofia Municipality: BGN 140;
- other nucleated settlements:

Group I Group II Group III Group IV, V Group VI, VII, VIII
140 104 72 55 40
34. Fitness centres and gyms: the tax shall be assessed according to the

location of the establishment:
(a) Sofia Municipality: BGN 4 per sq m and BGN 840 per fitness

apparatus;
(b) other nucleated settlements:
per sq m:
Group | Group II Group 111 Group IV, V Group VI, VII, VIII
4 3.50 2.50 2 1.50

per fitness apparatus:

Group I Group II Group III Group IV, V Group VI, VII, VIII

840 715 540 440 300

35. Dry cleaning, laundry and pressing: the tax shall be assessed per
piece of equipment according to the location of the establishment:
(a) Sofia Municipality: BGN 440;
(b) other nucleated settlements:

Group | Group II Group III Group IV, V Group VI, VII, VIII
440 325 243 187 133
36. Grain milling services: (a) flour mills: BGN 18 per running centimetre of
the length of themilling line; (b) stationary animal-feed mills: BGN 600.

37. Vacation services:



(a) pleasure boats BGN 750 per piece;

(b) rowing boats BGN 450 per piece;
(c) yachts BGN 900 per piece;
(d) jetski BGN 900 per piece;
(e) jeep-drawn mini-trains BGN 30 per seat;
(f) horse-drawn cabs BGN 75 per seat;

(g) water ski, water gliders and surfboards, paddle boats, BGN 150 per piece of
mcluding inflatable ones, water amusement games equipment;

(h) snow ski (including skiing gear), ice skates, snowboards, BGN 150 per piece of

sledges equipment;
(1) merry-go-rounds, Ferris wheels, bumper cars, bicycles and BGN 150 per seat;

rickshaws
(j) toddler battery-propelled cars and motorbikes BGN 150 per piece;
(k) shooting galleries BGN 300 per shooting gallery.

38. Motor vehicle driving instruction: the tax shall be assessed per
motor vehicle at the following amounts:

Sofia Group II Group I Group IV, V Group VI, VII, VIII
Municipality
and Group [
(a) mopeds,
motorcycles 475 425 350 275 200
(b) other motor
vehicles 950 850 700 550 400

39. Roadside assistance services for road transport vehicles: BGN 2,000per motor
vehicle.
40. Services involving the use of agricultural and forestry machinery:the tax shall
be assessed per piece of machinery as follows: (a) combine harvester: BGN 300; (b)
tractors, tractor trailers, self-propelled chassis and otherself-propelled or self-powered
machines: BGN 110; (c) attachments, mounted and stationary machines: BGN 11.
Section II Groups and Zones by Types of Activity
1. The groups referred to in Items 1 and 2 of Section I shall be asfollows: (a)
Group I: Sofia (including Dragalevtsi, Boyana, Bistritsa, Simeonovo,Bankya, Pancharevo,
Goroublyane and Vladaya), Plovdiv, Varna, Bourgas andRousse; (b) Group II: the nucleated
settlements of a population exceeding 50,000residents; the resorts and holiday villages
along the Black Sea coast,including Albena, Golden Sands, Sunny Beach, Elenite, Sts

Constantine andHelena, Riviera, Sunny Day, Djuni; the resort complexes of Pamporovo
andBorovets; Nessebur, Sozopol; the spas of Sandanski, Hissarya, Velingrad; themountain
resorts of Vitosha and Beklemeto; the mountain resort of Bansko; (c) Group III:

nucleated settlements of a population not exceeding50,000 residents, with the exception of
the spas of Sandanski, Hissarya andVelingrad; all nucleated settlements along the Black Sea



coast, with theexception of such included in Group II; (d) Group 1IV: the nucleated
settlements of a population not exceeding5,000 residents, with the exception of such
included in Groups II and III.

2. In respect of all other activities, the groups and zones referred toin Section I

shall be as follows: (a) Sofia Municipality, subdivided into the following zones: -
Zone I: comprehends the boroughs of: Lozenets, Vuzrazhdane, Triaditsa,Oborishte, Sredets and
Serdika; - Zone 1II: comprehends the boroughs of: Izgrev, Slatina, Krasno Selo
andPodouyane; - Zone III: comprehends the Dboroughs of: Studentski, Mladost,
Nadezhda, Iskur, Vitosha, Lyulin, Ilinden, Krasna Polyana and Ovcha Koupel; - Zone 1IV:

comprehends the boroughs of: Novi Iskur, Vrubnitsa,Kremikovsti, Pancharevo and Bankya;

(b) Group 1I: Blagoevgrad, Bourgas, Varna, Rousse, Plovdiv, Pleven, StaraZagora, Veliko
Turnovo, 1including the resort complexes and holiday villagesalong the Black Sea coast,
including Albena, Golden Sands, Sunny Beach,Elenite, Sts Constantine and Helena, Riviera,
Sunny Day, Djuni; the resortcomplexes of Pamporovo and Borovets; Nessebur, Sozopol; the spas
ofSandanski, Hissarya, Velingrad; the mountain resorts of Vitosha and Beklemetoand the
mountain resort of Bansko, with the exception of the activitiesreferred to in Item 3 (b) and
Item 26 of Section I in respect of Plovdiv,Varna and Bourgas; 1in respect of the spas of
Sandanski, Hissarya andVelingrad, and 1in respect of the mountain resort of Bansko, where
theactivity falls under Item 3 (c), Items 5 to 32, 35 and 38 of Section I, thegroup shall be
determined depending on the category of the nucleatedsettlement; (c) Group II: Gabrovo,
Dobrich, Kyustendil, Pazardjik, Pernik, Razgrad,Sliven, Turgovishte, Haskovo, Shoumen,
Yambol, Botevgrad, Gorna Oryahovitsa,Doupnitsa, Petrich, Samokov, Svishtov, Cherven Bryag,
all nucleatedsettlements along the Black Sea coast, with the exception of such included
inthe foregoing group; where the activities referred to in Items 5 to 32 ofSection I are
carried out in any nucleated settlement of Category III, IV, V,VI, VII or VIII, the group
shall be determined according to the category ofthe nucleated settlement according to
Litterae (d), (e) or (f); (d) Group III: Kurdjali, Silistra, Smolyan, Dimitrovgrad,
Karlovo,Kazanluk, Vratsa, Lovech, as well as the nucleated settlements of CategoryIII, with
the exception of Berkovitsa and any settlements specified in theforegoing groups; (e)
Group IV: Vidin, Montana, Lom, Berkovitsa and the nucleatedsettlements of Category IV and V,
with the exception of any settlementsspecified in the foregoing groups; (f) Group V: the
nucleated settlements of Category VI, VII and VIII,with the exception of any settlements
specified in the foregoing groups.

3. The category of a nucleated settlement referred to in Item 2 shall bedetermined
in accordance with the order of the Minister of RegionalDevelopment and Public Works,
effective as at the 1st day of January of thetax year and issued in pursuance of Article 36
(2) of the TerritorialAdministration of the Republic of Bulgaria Act



