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Abbreviations used

AA — Amending Act

ATR — Annual Tax Return

BCCP — Border Crossing Checkpoint
BNB — Bulgarian National Bank

CA — Customs Agency

CDCOC, CDNP and CDBP — Chief Direc-
torates “Combating Organised Crime”, “Na-
tional Police” and “Border Police” in Mol

CFP — Consolidated Fiscal Programme
CITA — Corporate Income Tax Act
CM — Council of Ministers

CO — Central Office

CRAS - Civil Registration and Administrative
Services

EA — Employment Agency

EAAA — Executive Agency “Automobile Ad-
ministration”

EC — European Commission

EDTWA — Excise Duties and Tax Warehouses
Act

EEEU — excise-exempt end user

EP — European Parliament

EPA — Employment Promotion Act

EU — European Union

FCFI — Facts and Circumstances Finding In-
spection

GLI and GLI EA — General Labour Inspec-
torate Executive Agency

ICA — Intra-Community Acquisition

ICS — Intra-Community Supply

IS — Information System

LC — Labour Code

LCPA — Limitation of Cash Payments Act

LTF — Local Taxes and Fees

LTFA — Local Taxes and Fees Act

MD - Ministerial Decision (decision of the
Council of Ministers)

MF — Ministry of Finance

MLSP — Ministry of Labour and Social Policy
MO — Ministerial Order (order of the Council
of Ministers)

Mol — Ministry of Interior

MOSS - specialized information system
MOSS  (“mini-One-Stop-Shop” or one-stop
shop)

MTITC - Ministry of Labour, Information
Technologies and Communications

NA — National Assembly
NRA — National Revenue Agency
NSSI — National Social Security Institute

ORCMA - Organic Rules of the Council of
Ministers and its Administration

PIC — Personal Identification Code

PITA — Personal Income Tax Act

PO — Penalty Order

PPA — Public Procurement Act

PPC — Penal Procedure Code

PRB — Prosecutor’s Office of the Republic of
Bulgaria

PSI — Public Social Insurance

QES — Qualified Electronic Signature

RA — Registry Agency

AR of RAEDTWA — Amending Rules of the
Rules for the Application of EDTWA

SAMTS - State Agency for Metrological and
Technical Surveillance

SANS — State Agency for National Security
SAO - Statement of Administrative Offence

SBRBA - State Budget of the Republic of
Bulgaria Act

SG - State Gazette of the Republic of Bulgaria
SIC — Social Insurance Code

SME - Small and Medium-sized Enterprises
SNS - Single National Strategy for improving

the tax collection, tackling the shadow econo-
my and reducing the compliance costs

SO - Strategic Objective under SNS 2015-
2017

TSIPC — Tax and Social Insurance Procedure
Code

VAT — Value Added Tax
VATA — Value Added Tax Act



Introduction

This report has been prepared pursuant to MD No. 806 / 15.10.2015 setting the annual
reporting on the implementation of the Single National Strategy for improving the tax collec-
tion, tackling the shadow economy and reducing the compliance costs (SNS) 2015 - 2017.

The report contains information about the progress made with the implementation of
the measures included in the Action Plan annexed to SNS 2015 - 2017 in the period 1 January
— 31 December 2015. It has been prepared pursuant to Part 4 “Coordination, Monitoring and
Evaluation. A System of Monitoring and Evaluation Indicators” of the Strategy. General mon-
itoring is carried out for the implementation of the Strategy. It is aimed at ensuring synchroni-
sation, coordination and mutual support in implementing the measures and activities planned.

The monitoring of SNS 2015 - 2017 is a process of systematic and continuous collec-
tion and analysis of information about the implementation of the measures planned and about
the attainment of the objectives and targets set. The monitoring provides information which
serves as a basis for the annual implementation reports on the strategy.

The monitoring permits making timely adjustments to the measures and to how they
are implemented. For longer-term measures which are implemented in several phases, the
implementation of each phase could be preceded by monitoring and evaluation of the activi-
ties and results carried out and achieved in the previous phase.

The reporting information covers measures addressing the EU Council Recommenda-
tions of 14 July 2015 and 8 July 2014. According to Country Specific Recommendation 1 of
2015, in the field of tax policy Bulgaria should take decisive measures to improve tax collec-
tion and address the shadow economy, based on a comprehensive risk analysis and evaluation
of past measures. In that light, the Action Plan annexed to SNS 2015 - 2017 contains
measures and actions which are based on the revenue agencies’ ongoing analyses of the effect
of the anti-tax fraud measures, integrate all aspects and constitute a single measure aimed at
creating a common interinstitutional approach for improving the tax collection, decreasing the
share of the informal economy and reducing the compliance costs.

In the light of the interinstitutional approach for coordination and close operational
cooperation of the competent national institutions towards attainment of the objectives pur-
sued, which is laid down in SNS 2015 — 2017, and as a consequence of the need to cover the
work of all institutions engaged, this report has been prepared on the basis of the information
provided to the Ministry of Finance regarding the measures and activities implemented by the
organisations with specific obligations as institutions responsible for the implementation of
the Action Plan annexed to the SNS.

The Ministry of Finance is the institution responsible for the direct control and imple-
mentation of SNS 2015 - 2017 and the Action Plan. Within that responsibility, a Strategy Im-
plementation Monitoring Group was set up with Order No. 3M®-260/04.04.2016 of the Min-
ister of Finance. It includes representatives of the Ministry of Finance, the National Revenue
Agency, the Customs Agency, State Agency for National Security, the Supreme Prosecutor’s
Office of Cassation and Executive Agency “General Labour Inspectorate”.

The report is structured into 4 main parts. The measures to increase budget revenues
support the strategy for consistent fiscal consolidation and reduction of the budget deficit in
the medium term which is set as an objective in the 2016-2019 Medium-term Budgetary



Framework, the Convergence Programme of the Republic of Bulgaria and other strategic
documents of the Government. Tax revenues account for the highest relative share in budget
revenues. In that light, the first part of the report contains an outline of the 2015 execution of
tax revenues.

The reporting information provided by the competent ministries and institutions has
been analysed and summarised by the Strategy Implementation Monitoring Group. The
measures designed to attain the objectives laid down in SNS 2015 — 2017 and to fulfil the
2015 and 2014 EU Council Recommendations are discussed in three separate parts of the re-
port. The progress made with the implementation has been reported for each separate area,
discussing the volume, implementation phase and nature of the measures under the strategic
objectives formulated in the SNS 2015 - 2017:

Strategic Objective 1. Tackling the shadow economy;
Strategic Objective 2. Improving the tax collection;
Strategic Objective 3. Reducing the compliance costs.

Completed measures are presented in an annex to the Report.

A single classification with the following categories has been used to evaluate the pro-
gress made with the implementation of the measures in the table: “The measure is in progress
/ The measure is permanent and is in progress”, “The measure is completed” and “The meas-
ure is to be implemented”. The last category is for measures whose implementation has not
commenced yet or only preparatory activities have been carried out.



Report on the 2015 execution of tax revenues

Tax policy

The tax policy pursued by the Ministry of Finance in 2015 was focused on improving
the tax system efficiency and the business environment in order to promote economic growth
and employment. It also secured the necessary financial resource for implementation of the
priority spending policies laid down in the annual programme, which were linked to the ap-
proved budgetary framework with the 2015 SBRBA.

The main objectives included pursuing a policy for improving budget revenues and
decreasing the shadow economy share. Other strategic objectives were formulated in the field
of fighting tax fraud and tax evasion, as well as for reducing the administrative burden and
costs for the business and the citizens.

With a view to attaining the objectives mentioned, in 2015 legislative amendments
were adopted and the revenue administrations undertook actions in the field of collection and
control. The objectives mentioned correspond with those set in SNS 2015 - 2017.

One priority is to reach the minimum excise duty levels in the EU in accordance with
the agreed transitional period. In that light, gradual increase of the excise duty rates for ciga-
rettes has been planned for the 2015 - 2017 period.

Tax policy developments over the period are in line with the EU law and the interna-
tional treaties to which the Republic of Bulgaria is a party.

Tax revenues

Total 2015 tax revenues to the Central Budget amount to BGN 17 150,5 million or
99,0 % execution of the updated estimates® in the 2015 SBRBA. Tax receipts increased by
BGN 1 291,2 million (8,1 %) compared to the previous year.

Excise duty receipts register the highest increase against 2014 (12,0 %), followed by
revenues from corporate taxes (10,8 %), insurance premium tax (8,2 %) and VAT (6,5 %).
Receipts from corporate taxes are performing best against the annual plan (107,7 %), fol-
lowed by revenues from custom duties and taxes (106,0 %) and excise duties (100,8 %).

Corporate taxes

As of 31.12.2015, corporate tax revenues (including taxes on dividends, shares in a
liquidation surplus and income of local and foreign legal persons) amount to BGN 1 860,4
million, accounting for execution at 107,7 % against the updated 2015 annual plan. They in-
creased by BGN 181,0 million (10,8 %) against 2014.

Cash receipts from corporate tax on non-financial enterprises (including not-for-profit
organisations) and financial institutions amount to BGN 1 803,7 million, accounting for exe-
cution at 111,1 % against the updated estimates in the 2015 SBRBA. They are BGN 190,9
million (11,8 %) up on the previous year.

Receipts from tax on dividends, shares in a liquidation surplus and income of local
and foreign legal persons for 2015 are BGN 56,7 million, accounting for execution at 54,9 %
of the updated annual plan. They are by BGN 9,8 million (14,8 %) lower compared to the
previous year.

! Given the emerging over-performance of the initial estimates of tax revenues to the state budget according to
§10 of the Transitional and Final Provisions of the 2016 SBRBA, amendments to the estimates under Article
1(1) of the 2015 SBRBA have been adopted. The updated estimates after the approval of the amendments have
been used in the comparison against the annual plan.



Income taxes on natural persons

Receipts from income taxes on natural persons (ITNP) to the Central Budget as of
31.12.2015 amount to BGN 2 719,1 million or 100,2 % execution of the updated annual plan.
Those revenues are by BGN 135,7 higher compared to the previous year when they were
BGN 2 583,4 million (96,7 % of the 2014 annual estimates). Receipts from taxes on employ-
ment, service and equivalent relationships account for the highest share of 81,7 %, followed
by receipts from taxes on non-employment relationships with 10,3 %, the final tax on local
and foreign natural persons and the tax on dividends and liquidation quotas of local and for-
eign natural persons with 6,1 %, whereas revenues from final tax on income from interest on
deposits of natural persons account for the lowest share of 1,9 %.

Value Added Tax

VAT receipts as of 31.12.2015 amount to BGN 7 740,0 million or 95,7 % execution of
the updated annual plan. They are by BGN 475,6 (6,5 %) higher compared to 2014. The high
performance of VAT revenues is accounted for by receipts from domestic transactions and
intra-Community acquisitions (ICA), which report growth at BGN 721,1 million, whereas
lower receipts from imports are due to the dramatic decline in crude oil prices.

Receipts from domestic transactions and intra-Community acquisitions (ICA)

As of 31.12.2015, the net tax receipts to the budget amount to BGN 4 364,1 million
(94,1% of the updated annual plan) against BGN 3 643,0 million at 31.12.2014 (90,9 % of the
2014 SBRBA estimates). Net revenues are the difference between the amounts effectively
paid and the input tax refunded. Amounts effectively paid are BGN 10 370,6 million, 7,8 %
up on 2014. Receipts from amended assessments alone are by 37,7 % higher compared to the
previous year (an increase of BGN 103,6 million). Input tax refunded by tax authorities
amounts to BGN 6 006,5 million or BGN 34,6 million (0,6 %) up on the previous year. There
was no delay of input tax refund at the end of 2015 and thus the refundable amounts reached
BGN 128,5 million against BGN 103,4 million as of end of December 2014 — the bottom val-
ue in the past years. This is due to the measures taken to speed up the VAT refund to compa-
nies and the efforts for proper relationships with the business.

Revenues from non-EU imports

At the end of 2015, receipts from VAT due on imports amount to BGN 3 375,9 mil-
lion or 97,8 % execution of the annual plan. Compared to 2014, revenues are by BGN 245,5
million (6,8 %) lower. The main reason for the lower revenues from this tax is the dramatic
decrease in crude oil prices (down from USD 95,9 / barrel in 2014 to USD 51,2 / barrel in
2015).

Excise duties

Revenues from excise duties on imports, domestic production and excisable goods
brought from another EU Member State into the country as of 31.12.2015 amount to BGN
4 525,0 million, or 100,8 % execution of the updated programme. Revenues from excise du-
ties are BGN 486,3 million (12,0 %) up on 2014.

Fuels account for the highest share of revenues from excise duties, with 46,8 %. In
2015, revenues from fuels are 8,7 % or BGN 168,8 million up on 2014. Receipts from tobac-
co products amount to BGN 2 082,0 million, making up 46,0 % of total excise duty revenues.
The quantities of cigarettes subject to excise duty register increase at 16,5 %, accounting for
BGN 294,8 million increase in revenues due to the fall in smuggling. Net revenues from ex-



cise duty on alcoholic beverages and beer amount to BGN 278,5 million, reporting an in-
crease of 6,4 % compared to 2014. Those receipts make up 6,2 % of total excise duty reve-
nues.

Tax on insurance premiums

As of 31.12.2015, revenues from tax on insurance premiums under taxable insurance
contracts amount to BGN 26,5 million (97,5 % of the updated annual estimate). Receipts are
BGN 2,0 million (8,2 %) up on 2014.

Custom duties and taxes

It should be taken into account that custom duties revenues are traditional EU own re-
source and the legislation applicable to them is entirely at the EU level. It should be noted
also that EU’s trade policy becomes increasingly liberal, resulting in a multitude of concluded
agreements or preferential custom duties granted on an autonomous basis.

Custom duties collected in 2015 amount to BGN 159,0 million, accounting for execu-
tion of the updated annual plan at 106,0 %. They are BGN 5,8 million or 3,8 % up on 2014.

Other taxes under CITA

As of 31.12.2015 revenues from this group of taxes amount to BGN 119,1 million or
96,2 % of the updated annual plan. Receipts from final taxes on gambling and gambling facil-
ities account for the highest share (47,5 %) in total revenues from other taxes under CITA,
amounting to BGN 56,5 million in 2015 (102,4 % against the updated annual plan).



1. Progress made with implementing the measures designed to attain
Strategic Objective 1 “Tackling the Shadow Economy”

1.1 Information on the implementation of the SO 1 measures on the Action
Plan and of additional measures

The measures designed to tackle the shadow economy and laid down in SNS 2015-2017
include activities to increase the share of electronic services, reduce licencing and registration
regimes, cut down corrupt practices, organise media campaigns aimed at enhancing the civic
orientation of people, preventing avoidance and evasion of tax, social security and health in-
surance payments and fees by exercising more effective control, providing incentives and
imposing penalties to ensure compliance in several major areas:

= Creating conditions for facilitated and more efficient compliance by simplifying the
administrative procedures;

= Using the electronic and card payment systems to enhance the transparency of transac-
tions;

» |ncreasing the detection of violations and offenses by more effective control and en-
hanced effectiveness of existing sanctioning regimes;

= Reducing public tolerance for the shadow economy, promoting the rights and obliga-
tions of citizens and of the business and increasing the confidence in the public admin-
istration and in the policies;

= Introducing regular monitoring reports to evaluate the evolution dynamics and the ef-
fectiveness of implemented measures;

= Strengthening interinstitutional cooperation and coordination and the effective infor-
mation exchange at the national level as well as with the EU Member States and with
non-EU countries.

The results of the activities implemented in 2015 within the measures designed to
achieve progress on the objectives for tackling the shadow economy laid down in SNS 2015-
2017 are presented in the Table for reporting the activities carried out and progress made with
the implementation of the measures designed for attainment of Strategic Objective 1 of SNS
2015-2017 hereunder.



Table for reporting the activities carried out and the progress made with the implementation of the measures designed for attainment of Strategic Objective 1 of SNS 2015-2017.

1 2 3 4 5 6 7 8 9
Number of Title of the measure Information ab!)ut activities undertaken and planned Performance indica- | Effect / Value of the performance
the measure Measure implementing activities | Start i Planned measure implementa- | End date ors indicator as of 31.12.2015
in the p . Current standing : ] .
Action carried out and started in 2015 date EEHEL BTy tion phases until th_e final date
Plan? (year) 2015) for implementation of the
measure
1.1|Expanding the scope |Activities to improve the 2015 [The measure isto |Designing an expansion 2015 - |Adopted draft AA of EDTWA, effective
of the implemented  |mechanism for control of the be implemented plan, based on an analysis | 2017 |amendmentsand |01.01.2016, was published in
mechanism for control |supplies and the movement of of the risk in the movement supplements of  |SG, No. 92 /27.11.2015
of the supplies and the |liquid fuels were carried out: and commercial transac- the relevant pieces
movement of excisa- |- New requirements to the tions in tobacco products of legislation Ordinance amending and
ble goods (currently | registration or licensing un- and alcoholic beverages; supplementing Ordinance
only for liquid fuels), | qer EDTWA were intro- No. H-18 / 2006 on registra-
by adding two other duced: Preparing and building tion and reporting of sales in
groups of excisable o new or improving the ex- commercial outlets with the
goods —alcoholand |~ A_requlrement for con- isting information systems means of fiscal devices,
tobacco products ducting checks of the level of a CA and NRA; providing for initial check of
measuring systems by Evaluation and proposals the level measuring systems
31.12.2016 was introduced. for amendments to the by 31.12.2016 was promul-
relevant pieces of legisla- gated in SG, No. 83/
Activities to include alcohol tion (VATA, EDTWA, 27.10.2015
and tobacco products in the etc.);
control mechanism were not
implemented in 2015.
Implementing the respec-
tive modules or new in-
formation systems. 31.08.
2017
1.2|Uniform counteraction|Joint risk assessment was 2015 [The measure is 2015 - |[Number of in- The customs authorities
to customs and tax carried out as necessary in a permanent and is in 2017 |spections carried |carried out total 17 560

violations the subject
of which is excisable
goods, and to tax
frauds involving ex-

prompt manner. In analysing
the risk, measures to address
it were identified and the data
and methods of joint control

progress

out

physical checks for control
of excisable goods

? Where measures designed to attain the strategic objective set, which are not included in the Action Plan attached to SNS 2015-2017, are implemented, such measures are
reported by adding them in the respective table with a subsequent sequential number.
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1 2 3 | 4 | 5 6 7 8 9
Number of Title of the measure Information about activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁzure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date tion phases until the final date
Plar? (year) | (asof31 December for implementation of the
2015) measure
cise duty and VAT were specified. The Ex-Post Control Units

NRA and CA carried out joint
inspections at petrol stations
and of agricultural producers.

Inspections of declared tanks
and facilities for storage
and/or supply of liquid fuels
for own needs carried out.

With a view to exchanging
information within the admin-
istrative cooperation, CA
carried out of case-by-case
checks of risky individuals
introducing lubricants and
base oils into the territory of
the country. Depending on
the results, the findings of
these checks were made
available to NRA, SANS and
Mol for taking action within
their competence.

Number of a pos-
teriori checks
carried out

of the CA made total 2 055
checks, including FCFI,
counter checks and checks
by delegation, checks for
reimbursement of excise
duties, etc.

Inspections of declared tanks
and facilities for storage and
/ or supply of liquid fuels
were carried out at 1 277
taxable persons. Declared
tanks were 1 959 while the
actually detected tanks were
2 236. Difference between
the reported quantities of
fuels and the consumption
rates at total 70 860 litres
was detected.

Joint inspections by NRA
and CA at petrol stations are
75 in 2015.

The inspections of 250 agri-
cultural producers resulted in
19 SAO issued.

NRA and CA carried out 30
joint actions. Seven audits

were carried out and liabili-
ties at BGN 3 530 380 were

11




1 2 3 | 4 | 5 6 7 8 9
Number of Title of the measure Information about activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁzure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the
measure
established. 18 persons were
. . L deregistered.
Given the national priorities The inspections of 1 311
I?ar d?;]{;s?ncfnn;:;l’ ?JeqserT\(l)lgsA “Institutional petrol stations”
CA, SAMTS, Mol, SANS rsez\lgted in drawing up 88
carry out regular inspections '
in such fuels sale and/or stor- The customs authorities
age points. carried out total 54 audits of
taxable persons (TP) under
EDTWA. Audits assigned in
Number of audit 2015 are currently in pro-
proceedings initi- |gress.
ated against per-
sons engaged in
fﬁ’é ‘;rfgigz IdnLYt(;/IV_ Investigating customs in-
spectors initiated total 383
and VAT. . L
pre-trial proceedings involv-
Number of pre- ing excisable goods.
trial proceedings
initiated by inves-
tigating customs
inspector against
offenses involving
excisable goods.
1.3|Expanding the scope |Fiscal control is provided 2015 [The measure isin |Conducting inspections of| 2015 - |Prepared draft AA
and improving the primarily at the so-called progress transport vehicles carrying| 2016 |of TSIPC

mechanism of fiscal

control on the move-

ment of high fiscal
risk goods

fiscal control points (20 oper-
ational) organised in the terri-
tory of the Republic of Bul-
garia in close proximity of
border crossing checkpoints
and inland, on the territory of

high fiscal risk goods.
Using technical control

means.

Imposing protective

measures.

Opening new fiscal control

Amending and
supplementing
Ordinance No. H -
2/30.01.2014 of
MF.

The tax base declared for
ICA in 2015 is by BGN 605
508 658 or 16,5% up on

12




1 2 3 4 5 6 7 8 9
Number of Title of the measure Infor|mation ab|out activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁzure Measure implementing a_ctivities Start Current standing P_Ianned measure imp!ementa- End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the
measure
the big exchanges and mar- points at BCCP. 2014
kets. Opening new inland fiscal Number of detect-
1. 41 new inland fiscal con- control points. ed abuses inthe  |The tax base declared for
trol points were opened with Supplementing the list of trade in high fiscal|ICA in 2014 is BGN 3 664
Order No. 311Y- high fiscal risk goods. risk goods; . 594 824 and for 2015 it is
1449/27.11.2015 of the Exec- Impro_ved org_anlsatloq of Numt_)er of in- BGN 4 270 103 482.
. . work in carrying out fiscal spections of ICA,
utive Director c_’f NRA control. ICS transport
whereby all points totalled Introducing an identifica- vehicles leaving |Total 280 040 checks were
138 in number. tion code to monitor the the country with- |carried out at the fiscal con-
movement of high fiscal out cargo and of |trol points of BCCP;
risk goods. transport vehicles
passing through
the territory of the
Republic of Bul-
garia;
Number of tech- | Technical control means
nical control installed on 73 314 transport
means installed; |vehicles.
Protective
measures imposed |1 367 protective measures
on taxable per- worth a total of BGN 12 080
sons. 525 imposed on 755 taxable
persons (TP). In the case of
12 TP goods were confiscat-
ed in favour of the state, with
goods confiscated in favour
of the state totalling
185 615,78 kg.
2. Assistance by Mol offic- ]2015 2015 - |Issued Order of  |Set up interinstitutional
ers in the control on the 2017 |the Chief Secre- |centre for counteracting

movement of high fiscal risk

tary of Mol;
Decreasing the

smuggling and controlling
the movement of risky goods

13




1 2 3 4 5 6 7 8 9
Number of Title of the measure Infor|mation ab|out activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁzure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the
measure
goods secured by setting up a damage caused by [and cargo (MO No.
24/7 interinstitutional coordi- fraud involving  |89/16.04.2015)
nation centre for counteract- high fiscal risk Mobile NRA teams carried
ing smuggling and controlling goods; O.Ut 2 4.85 ChECkS. of high
. Number of checks |fiscal risk goods;
the movement of risk goods carried out by the |Protective actions undertak-
and cargo, ensuring the inter- Fiscal Control en in 840 cases, worth ap-
action and coordination be- Directorate of proximately BGN 6,5 mil-
tween CDCOC, CDNP and NRA lion.
CDBP of Mol, SANS, CA,
NRA and EAAA.
1.4|Improving the regula- |An analysis of the existing 2015 |The measure isin |Preparation of draft law is | 2016 |Analysis prepared |1 analysis

tory framework and  |acts regulating the reporting progress going on. Provisions mak-

enhancing the effi- of sales was carried out; ing reference to an ordi-

ciency of control on nance of MF regulating the

failure to report sales, |Draft Law on the registration specific requirements to IS

including by making and reporting of sales in managing sales in business

control purchases business premises, to replace premises are envisaged. A | 2017 [Draft law pre- Initial draft law
Ordinance No. H-18 / meeting with the biggest pared

13.12.2006 on registration
and reporting of sales in
business premises with the
means of fiscal devices is
under preparation.

developers of such IS is to
be organised to discuss
specific requirements and
their development.

Regulating requirements to
the information systems for
management of sales in
business premises used by
taxable persons.

Approving internal rules of
NRA on implementing

Draft ordinance
with technical
requirements
prepared

14




economy, promoting
the rights and obliga-
tions of citizens and of
the business and in-
creasing the confi-
dence in the public
administration and in
the policies

garian Industrial Capital
Association), BCCI (Bulgari-
an Chamber of Commerce
and Industry) for joint “Mon-
ey in Envelope” campaign
designed to combat the in-
formal economy and the
payments “under the table”.
NRA conducted information
campaigns for the collection
of overdue liabilities, includ-
ing of public servants, letters
of reminder for compliance
with the social security and
health insurance legislation

progress

paign

Letters of remind-
er for compliance
with the social
security and
health insurance
legislation sent,

etc.

1 2 3 | 4 | 5 6 7 8 9
Number of Title of the measure Information about activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁzure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the
measure
individual means of control
on the failure to register
turnovers — using the data
from the system for remote
connection of fiscal devic-
es to NRA, control pur-
chases, acting on citizen
alerts, rapid response
teams, etc.
1.5|Reducing public toler- INRA initiated and held meet- 2015 |The measure is 2015 - |Conducted joint  |“Money in Envelope” cam-
ance for the shadow  |ings with GLI, BICA (Bul- permanent and is in 2017 |information cam- |paign

Up to 14 thousand risky
employers

15




1

2

4

5

8

9

Number of
the measure
in the
Action
Plan?

Title of the measure

Information about activities undertaken and planned

Measure implementing activities
carried out and started in 2015

Start
date

(year)

Current standing

(as of 31 December
2015)

Planned measure implementa-
tion phases until the final date
for implementation of the
measure

End date

Performance indica-
tors

Effect / Value of the performance
indicator as of 31.12.2015

sent to 14 thousand risky
employers, etc. Conducted
information campaign on
treating the risk of failure to
file declaration form 6 and to
make the mandatory social
security and health insurance
payments by self-insured
persons as well as in respect
of risky persons in the sector
of hairdressing and beauty
care and other beauty and
health activities.

SANS, jointly with CDCOC-
Mol and in enhanced coordi-
nation with EUROPOL, de-
signs a campaign for raising
the awareness of the compe-
tent state and private institu-
tions about the negative ef-
fects of tax frauds. Indicative
models for leaflets were de-
signed in the initial phase.

The leaflets are to be trans-
lated and reviewed and
after that their dissemina-
tion is to be organised.

Conducted infor-
mation campaign

In the hairdressing and beau-
ty care branch

1.6

Organising a lottery
game with non-
monetary prizes

A concept was designed in
2015 and a lottery game was
organised with fiscal pur-
chase receipts.

The lottery was launched in
November.

2015

The measure is in
progress

Continuing the lottery
game till the end of 2016

Analysis of the results of
the lottery game.

2016

Start of the lottery
game

November 2015

1.7

Using the electronic
and card payment
systems to enhance

1. Adopted legislative
amendments lowering the
cash payment threshold from

2015

The measure is in
progress

2016

Adopted amend-
ments to LCPA,;

SG, No. 95/ 2015, effective
1.01.2016
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1 2 3 4 5 6 7 8 9
Number of Title of the measure Infor|mation ab|out activities undertaken and planned Performance indica- Effept /.Value of the performance
2 ir:e(ﬁ:ure Meas_ure implementing a_ctivities Start Current standing P_Ianned measure imp_lementa- End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the
measure
the transparency of BGN 15 000 to BGN 10 000
transactions
2. Draft AA of the Law on 2015 Approval of WG-26, inter- |18.09 [Passing of the|The draft law is in the final
Payment Services and Pay- institutional approval, 2016°. |draft law by NA |state of approval and reflect-
ment Systems, transposing public discussion, submis- ing notes. Submission to CM
Directive 2014/92/EU of the sion to CM, submission to is pending.
European Parliament and of NA.
the Council of 23 July 2014
on the comparability of fees
related to payment accounts,
payment account switching
and access to payment ac-
counts with basic features has
been prepared.
3. Regulation (EU) 2015/751 | 2015 Monitoring by BNB to Effec- [Coming into force [The representatives of the
of the European Parliament ensure compliance with the|tive 8 |of the Regulation. |payment card schemes oper-
and of the Council of 29 Regulation in the capacity [June  [Compliance by |ating in the territory of Bul-
April 2015 on interchange of a monitoring authorlty 2915, Fhe persons_sub_— garia were requested to pro-
fees for card-based payment competent to apply it. with  lject to monitoring |vide information about the
the and provision of  |steps taken to ensure com-
transactions, which is directly excep- |ongoing monitor- |pliance with the Regulation.
applicable in Bulgaria, en- tion of [ing.
tered into force on 8 June some
2015. provi-
sions
applied
ata

* The last date for transposition of the directive by the Member States is 18 September 2016. The entry into force of certain provisions is conditional upon the adoption by EU
of delegated acts for their implementation which is scheduled for 2017.
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1 2 3 | 4 | 5 6 7 8 9
Number of Title of the measure Information about activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁ:ure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date tion phases until the final date
Plan? (year) (as of 31 December for implementation of the
2015) measure
later
stage.
4. Work on creating a Regis- |End of Procedure under PPA, 1 Janu- |Operational regis- |A procedure under PPA is in
ter of bank accounts and safe |2015 designing, testing and ary |ter of bank ac- progress
commissioning of the reg- | 2017 |counts and safe

deposit boxes pursuant to
Article 56a of the Law on
Credit Institutions started at
the end of 2015. The infor-
mation system aims to cen-
tralise the information about
bank account numbers, the
names of the account holders,
the names of the persons
authorised to manage these
accounts and the names of
persons with rental contracts
for bank safe deposit boxes.
The bodies of the judiciary,
CDNP and CDCOC of Mol,
SANS, NRA, CFIAA (Com-
mission on Forfeiture of Ille-
gally Acquired Assets) will
be granted access to the in-
formation in the system of the
register. The deadline for
commissioning of the register
is 1 January 2017.

ister

deposit boxes
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1 2 3 4 5 6 7 8 9
Number of Title of the measure Infor|mation ab|out activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁ:ure Measure implementing a_ctivities Start Current standing P_Ianned measure imp_lementa- End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the
measure
1.8|Electronic registers of [Implementation of electronic The measure is 2016 |Existing electron- |CA and NRA have electron-
issued acts registers and a system for completed ic registers ic registers: of conducted
control of conducted checks, checks, of amended assess-
issued protocols, statements ments issued, of issued SAO
of administrative offences and PO, of outstanding lia-
and penalty orders, amount of bilities.
imposed and paid fines and
financial penalties.
1.9|Improving the effec- The measure is to |Preparing an analysis of 2016
tiveness of administra- be implemented the administrative penal
tive penalties provisions in the tax laws
as regards the correspond-
ence with the gravity of the
offence.
1.10{Strengthening the § 2 of the Amending Act of The measure is in 2015 — |Adopted amend- |SG, No. 54 / 2015, effective
control functions, the Labour Code (AA of LC) progress 2017 |ments to pieces of |17 July 2015
enhancing the detec- |has createed a new Atrticle legislation
tion of violations and |114a which regulates em- AA of EPA, promulgated,
offences ployment contracts for short- SG, No. 101 /2015 and No.
term seasonal agricultural 102 /2015
work.
These contracts are expected
to bring to light a portion of
the employers and employees
in agriculture, in particular
assignment and performance
of unskilled manual labour.
Strengthening and expanding
the control functions of GLI,
EA, NSSI, elaborating their
activity and improving their Signing of cooperation 2017 |Adopted amend-

organisational structures in

agreement between GLI

ments to SIC
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1 2 3 | 4 | 5 6 7 8 9
Number of Title of the measure Information about activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁzure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date tion phases until the final date
Plar? (year) | (asof31 December for implementation of the
2015) measure
order to cover all forms of and NSSI.
employment.
1.11{Improving the control |1. Inspections by GLI EA 2015 [The measure is This activity is laid down 2017 |1. Number of Detected 2 412 violations

provided by GLI EA
with regard to re-

cruitment, working
hours, holidays, pay,
performance and re-

porting of extra work.

throughout the year were
focused on the economic
sectors with the highest risk
of unregulated practices, as
well as on the small and me-
dium-sized enterprises. The
control for undeclared em-
ployment is an element of
every inspection. Control is
also laid down in the Agency’
annual work plan.

permanent and is in

progress

in GLI EA’s 2016 plan:
Measure 5 of GLI EA’s
annual plan “Carrying out
inspections in small and
medium-sized enterprises
with a view to counteract-
ing and preventing the
shadow economy in all its
forms”.

employment con-
tracts registered
after GLI EA’s
inspection;

2. Delayed labour
remunerations and
other payments
made after inter-
vention by GLI
EA;

3. Number of
detected cases of
performing work
in excess of the
working hours
agreed in the
employment con-
tract without reg-
istering it as over-
time work (“false”
employment con-
tracts);

4. Number of
detected cases of
illegal perfor-
mance of over-
time work without

payment;

concerning persons working
without written employment
contracts;

Delayed labour remunera-
tions and other payments at a
total amount of BGN 24
million made to workers
after the intervention by the
labour inspectors.

Identified 26 cases of work-
ers migrating from part-time
to full-time employment
after the intervention by the
authorities of GLI EA.

Identified 900 violations
consisting in performing
work in excess of the work-
ing hours agreed in the em-
ployment contract
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plan of GLI EA: Starting
from 21.07.2015, a measure
to counteract cases of work
without employment con-

to ensure minimum health
and safety at work and
compliance upon origina-

tion of employment rela-

LC registered in
GLI EA;

1 2 3 4 5 6 7 8 9
Number of Title of the measure Infor|mation ab|out activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁzure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the
measure
Inspections were made in 18
960 enterprises in 2015.
Total identified violations
are 102 207 and violations
concerning employment
relations are 53 859 in num-
ber.
2. Conducting joint inspec- | 2015 Inspections at the request | Annu- |5. Number of joint|Joint inspections by GLI and
tions and exchanging infor- of NRA and/or NSSI are ally [linspections or NSSI - 378;
mation on the basis of In- conducted on a year-round inspections car-  |Joint inspections by GLI and
struction for interaction of basis. ried out by GLI  |[NRA —434;
NRA and GLI EA with a EA at the request
view to stepping up the fight of NSSI or NRA.
against undeclared work and Agreement No. 85/
reducing the activity in the 29.09.2010 between GLI
informal economy in general; and NRA and NSSI.
Instruction on the interac-
tion between NRA and
GLI of 12.08.2013 under
the records of NRA/No. [I-
0389 /09.08.2013.
3. Activity originatingasa | 2015 This activity is laid down 2015 |6. Number of 81 000 one-day employment
result of amendments to the in the 2016 plan of GLI and |employment con- [contract forms made availa-
labour legislations, which is EA, within Measure annual- Jtract forms under [ble to 1 004 farmers.
not included in the annual 4 “Carrying out inspections| ly |Article 114a of |8 876 returned by employers

as not used.
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1 2 3 4 5 6 7 8 9
Number of Title of the measure Infor|mation ab|out activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁzure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the
measure
tracts in the economic activi- tionships under Article
ty, in the Plant Growing Sec- 114a of the Labour Code in
tor, for the harvesting by the Plant Production Sec-
hand of fruits, vegetables, tor”
rose petals, lavender, was
initiated by inserting Article
114a in the LC.
Obtaining one-day employ-
ment contract forms is condi-
tional upon advance payment
of amounts under SIC and
HIA for one or more forms
and evidencing it with the
relevant receipts / payment
documents;
The provisions of Article
114a of LC entered into force
on 20.07.2015. Data refer to
the last 5 months of 2015.
1.12|Enhancing control on |Year-round inspections by  |2015 |The measure is The activity is included in | 2015 — [Number of detect- [Number of detected cases of
the recruitment of GLI EA are focused on pre- permanent and is in|the 2016 plan of GLI EA — | 2017 |ed cases of illegal-|illegally employed foreign-

foreign citizens, in-

cluding illegally stay-
ing foreigners, and on

the placement of se-
conded workers and
employees from EU
Member States and
non-EU countries

venting and stopping cases of
illegal recruitment of foreign
citizens, including of illegally
staying foreigners, and on the
placement of seconded work-
ers and employees from EU
Member States and non-EU
countries in the undertakings
in the territory of the Repub-
lic of Bulgaria.

progress

Measure 7: “Conducting
inspections for the legal
recruitment of foreign
citizens, including illegally
staying foreigners, and for
the placement of seconded
workers and employees
from EU Member States
and third countries in un-
dertakings in the territory
of the Republic of Bulgar-

LS T}

1a

ly employed for-
eigners;
Number of
detected cases
of breached
procedure for
placement of
seconded
workers and
employees
from EU

Member

ers —27;

Number of detected cases of
breached procedure for
placement of seconded
workers and employees from
EU Member States and non-
EU countries in undertakings
in the territory of the Repub-
lic of Bulgaria — 22;
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1 2 3 4 5 6 7 8 9
Number of Title of the measure Infor|mation ab|out activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁzure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the
measure
Measure 9: “Control on the States and
activity of undertakings non-EU coun-
seconding hired workers tries in under-
and employees within the takings in the
provision of services in EU territory of the
Member States” Republic of
Bulgaria
1.13|Enhancing the control |Inspections for carrying out |2015 |The measure is The activity is under 2015 — [Number of detect- [Number of detected cases of
for carrying out lawful [lawful employment mediation permanent and is in|Measure 9 in the 2016 plan| 2017 |ed cases of carry- |carrying out mediation with-
employment media-  |and of undertakings providing progress of GLI EA: “Control on ing out mediation Jout a registration in the EA —
tion and the control on [temporary employment. the activity of undertakings without a registra- |8;
the undertakings seconding hired workers tion in the EA;
providing temporary and employees within the Number of detect-
employment provision of services in EU ed cases of opera- [Number of detected cases of
Member States” tion as an under- |operating as an undertaking
taking providing [providing temporary em-
temporary em- ployment without a registra-
ployment without [tion in the EA — 28
a registration in
the EA
1.14|Analyses and regular |Subject of treatment by NRA |2015 |The measure is The activity is permanent | 2017 |Analysed risks Tactical risks: 8 risks at the

assessments of the
shadow economy

in 2015 were total 19 specific
risks pursuant to NRA’s 2015
Compliance and Risk Reduc-
tion Programme. Fourteen
risks were treated with con-
trol actions (audits, inspec-
tions, monitoring), legislative
changes were initiated to
minimise the negative effect
of 4 specific risks, education-
al and media campaigns were

carried out, meetings with

permanent and is in

progress

and measured
damages to the
budget

Positive change
achieved

tactical level were analysed.
The damages for the budget
as a result of the existence of
these risks are measured at
BGN 1 billion and are
caused by the unsound be-
haviour of about 750 thou-
sand persons. The effect
achieved as a result of the
treatment of part of the tacti-
cal risks consists in decreas-
ing damages by 26%, which
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1 2 3 | 4 | 5 6 7 8 9
Number of Title of the measure Information about activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁ:ure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the

measure

branch organisations were
organised.

In terms of the category to
which each one of the as-
sessed risks belongs, the
achieved changes in the be-
haviour of the persons in each
group are given in column 9.

as an absolute value repre-
sent eliminated damages in
an amount of BGN 173
million. Positive change was
achieved in the behaviour of
125 thousand persons.
Operational risks: Total 21
operational risks were ana-
lysed and monitored. The
losses to the budget as a
result of their existence
amount to BGN 779 million
and are caused by the un-
sound behaviour of 115
thousand risky persons. The
effect achieved as a result of
the treatment consists in
reducing damages by 31%,
which, as an absolute value,
represents eliminated dam-
ages in an amount of BGN
352 million. Positive change
was achieved in the behav-
iour of 17 thousand persons.
Eliminated risks — As re-
gards the risks eliminated
from the management pro-
cesses as insignificant, the
measures implemented to
date for their treatment have
produced a disciplinary
effect which consists in
changed behaviour of about
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1 2 3 | 4 | 5 6 7 8 9
Number of Title of the measure Information about activities undertaken and planned Performance indica- | Effect/ Value of the performance
2 ir:iﬁ:ure Measure implementing activities Start Current standing Planned measure implementa- |End date tors el ek e sl 12 A0
Action carried out and started in 2015 date EEHEL BTy tion phases until the final date
Plan? (year) 2015) for implementation of the
measure
2 thousand people and elim-
inated damages in an amount
of BGN 22 million
Analysing the indicators of | 2016
existence of shadow econ-
omy by economic sectors
and identifying specific
measures;
Interim assessment of the | 2016
measures and policies
undertaken to reduce the
activity of the shadow
economy.
1.15|Criminalising the Article 255b of the Penal 2015 |The measure is 2015 [Number of detect- [Number of detected cases of
(addi-|avoidance of social Code came into force on permanent and is and |ed cases of avoid- |avoiding payment of social
tional)|and health insurance |01.01.2015. It penalises the in progress annual- |ing payment of  |and health insurance contri-
payments. avoidance of large amounts ly |social and health |butions —7;

of social and health insurance
payments (from BGN 3 000
to BGN 12 000) with impris-
onment up to 5 years and
fines up to BGN 2 thousand.
For very large amounts (more
than BGN 12 000) the penalty
is imprisonment from 2 to 8
years and confiscation of part
or all assets of the guilty
persons.

During the inspections the
revenue authorities identified
information about 7 cases of
committed crimes under the

insurance contri-
butions;

Number of cases
referred to the
prosecutor’s of-
fice;

Number of per-
sons found guilty
and convicted

Number of cases referred to
the prosecutor’s office — 7;
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Measure implementing activities
carried out and started in 2015

Current standing

(as of 31 December
2015)

Planned measure implementa-
tion phases until the final date
for implementation of the
measure

new Article 255b of the Penal
Code and referred all cases to
the competent prosecutor’s
office.
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1.2 Performance assessment

Pursuant to SNS 2015 — 2017, the measures to reduce the activity in the shadow econ-
omy are limited to those actions and measures of the state administration which can have ef-
fect on the prerequisites and the indicators of existence of shadow economy and on its impact
on the amount of the tax revenues to the state budget. Such prerequisites and indicators in-
clude: cash payments, carrying out unregulated activities or undeclared work for considera-
tion, failing to report or reporting sales at lower prices (for example, real estates at their value
assessed for taxation purposes), dual accounting.

The progress made with the treatment of the above prerequisites and indicators in
2015 should be noted in this regard. In order to decrease the number of cash payments, the
threshold up to which such payments are allowed (BGN 15 000 in 2015) was changed in 2015
by means of legislative amendments. From 01.01.2016, cash payments are allowed for trans-
actions up to BGN 10 000.

Notable achievements are registered in the control of high fiscal risk goods. Forty-one
new fiscal control points were opened inland in 2015 to control the movement of high fiscal
risk goods. The actions taken include a multitude of inspections, control actions, imposed
protection measures, forfeited goods in favour of the state. An interinstitutional coordination
centre for counteracting smuggling and for control was set up with a view to ensuring the in-
teraction and coordination between CDCOC, CDNP and CDBP of Mol, SANS, CA, NRA
and EAAA. The increase in the declared tax base for ICA in 2015 compared to 2014 is BGN
605 508 658 or 16,5%.

There is also enhanced effective control on the supplies and movement of excisable
goods. The legislative amendments in the field of this control which took effect in 2015 in-
clude:

v" Introducing additional mandatory requisites in the excise tax documents to improve
reporting and to track excisable goods in the supply chain to the end users;

v" Introducing requirements to use measuring and control devices at the points of in-
troduction or taking out of energy products from and to the oil pipeline or oil product pipe-
line, part of the tax warehouse, to and from the points of production and/or warehousing;

v" Introducing bans on:
o the use of marked fuels by automotive machines;

o use of marked fuels for heating by persons who do not have storage tanks or
heating installations.

The results achieved were also influenced by the regular analyses of the development
in excise revenues, for specific groups of excisable goods and specific purposes, namely:

1. Analysis of marked energy products released for consumption in the period January
— June 2015 and taxed at reduced or zero excise duty rate, which provided information about
the development in the consumption of marked energy products intended for heating, for fill-
ing ships and for excise-exempt end users (EEEU), by custom office and by economic opera-
tor.

The analysis resulted in proposing and implementing the following measures:

- regular inspections of marked gas oil consumers to establish the intended purpose;

- intensive information exchange with the customs services at location of the exact ad-
dresses of the points of unloading;
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- regular monitoring of tax warehouses;
- counter checks of EEEU.

2. Analyses of the quantities of energy products brought out of tax warehouses and in-
tended for export;

3. Functionality analysis of the Declaration module and the Ex-Post Control module
of the Bulgarian Excise Centralised Information System (BECIS) with a view to provide ade-
quate control of the movement of excisable goods and report properly excise revenues.

The targeted actions undertaken jointly with different institutions within the risk anal-
ysis and in relation to the inspections and control of risk sites, as well as the follow-up ac-
tions, played an important role in enhancing the effectiveness of control.

There were also notable achievements in the implementation of measures for control
of employment, working hours, holidays, labour pay, performing and reporting overtime
work. With a view to making the fight against undeclared employment more effective and
reducing the activity in the informal economy, in 2015 GLI EA carried out 378 joint inspec-
tions with NSSI and 434 joint inspections with NRA.

Activities within almost all measures set for attainment of the strategic objective were
carried out over the reporting year. For some of the measures efforts need to be stepped up.
There is room for further action in the implementation of the measures for:

- improving the regulatory framework and enhancing the effectiveness of control on
failure to register sales, including by making control purchases (1.4);

- reducing public tolerance for the shadow economy, promoting the rights and obliga-
tions of citizens and of the business and increasing the confidence in the public administration
and in the policies (1.5);

- using the electronic and card payment systems to enhance the transparency of trans-
actions (1.7).

The activities within some of the above measures are to be implemented in the current
and in the next year, whereas for others the effect of the actions implemented in 2015 will be
felt at a later stage. For example, after the changes in the prepared draft AA of the Law on
payment services and payment systems, which transpose in the national legislation Directive
2014/92/EU of the EP and of the Council of 23 July 2014 on the comparability of fees related
to payment accounts, payment account switching and access to payment accounts with basic
features, enter into force.

The results of the ongoing analyses and regular assessments of the shadow economy
by sector show a positive change. Efforts to fight against the shadow economy need to con-
tinue at the pace set out in SNS 2015 — 2017, so that the achievements at the national level are
reflected in improved conditions for doing business in Bulgaria, in the first place, but also in
the next international study measuring the shadow economy.
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2. Progress made with implementing the measures designed to attain
Strategic Objective 2 “Improving the tax collection”

2.1 Information on the implementation of the SO 2 measures on the Action Plan
and of additional measures

The measures in SNS aimed at improving the tax collection include activities to en-
hance compliance and to prevent and counteract tax fraud and tax evasion. They comprise
legislative and administrative measures as well as measures for interinstitutional cooperation
and coordination and effective information exchange, relating mainly to:

= Providing clear and accurate regulatory framework and optimising the administrative
sanctioning regimes;

= Improving the quality of administrative services;

= Effective use of resources relative to risk levels, enhancing the quality of the control
activity, improving the collection rate of overdue public claims;

= Improving the processes of extinguishment of public liabilities;

= Coordinated interinstitutional actions for effective prevention and counteraction of tax
frauds and tax evasion;

= Improving the effectiveness of detection and stopping of tax frauds and of tax evasion
schemes;

= Enhancing the effectiveness of administrative and criminal procedures;

= Establishing a common approach for preventing and combating tax frauds and tax
evasion;

= Improving the capacity for control actions which are based on risk assessment and are
supported by effective and efficient information systems.

The results of the activities implemented in 2015 within the measures designed to
achieve progress on the objectives for improving the tax collection laid down in SNS 2015-
2017 are presented in the Table for reporting the activities carried out and progress made with
the implementation of the measures designed for attainment of Strategic Objective 2 of SNS
2015-2017 hereunder.
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Table for reporting the activities carried out and the progress made with the implementation of the measures designed for attainment of Strategic Objective 2 of SNS 2015-2017.

1 2 3 | 4 | 5 6 7 8 9
Number of Title of the measure Information about activities undertaken and planned Performance indicators Effect / Value of the
the measure M imol i it ied Start Pl d imol End performance indicator as
in the easure implementing activities carrie ar Current standing anned measure implemen- [ En of 31.12.2015
Action out and started in 2015 date 31 D b tation phases until the final | date
Plan’ (year) (aso ECeMDEr | date for implementation of
2015) the measure
2.1|Precluding possibility |1. Preparing draft AA of EDTWA; [2015 |The measure is 31.12.|Prepared and approved |promulgated, SG, No.
of excise duty abuse completed 2015 |AA of EDTWA 92 / 2015, effective

and evasion (increas-
ing the excise duty
rates for heavy and
marked fuels, bans
related to sharehold-
ers, owners and man-
agers of persons with
outstanding budgetary
payments)

2. Preparing draft AR of
RAEDTWA

With a view to preventing the un-
lawful use of heavy and marked
fuels not for their intended purpose
as heating fuel but as motor fuel,
increasing the excise duty rates for
energy products used as heating fuel,
as has been the case in many EU
Member States.

To preclude the possibility for per-
sons with unsettled public liabilities
to avoid payment of their liabilities
by transferring the liable company to
poor individuals and by creating new
companies, a prohibition is intro-
duced for issuing certificates and
licenses to entities whose owners,
managers, procurators, majority
partners or shareholders are or have

Prepared and issued
AR of RAEDTWA

Positive effect for the
budget from the in-
creased excise duty rate
for 2016

01.01.2016

promulgated, SG, No.
2 /2016, effective
8.01.2016

BGN 85,3 million
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1

2

4

5

8

9

Number of
the measure
in the
Action
Plan*

Title of the measure

Information about activities undertaken and planned

Measure implementing activities carried
out and started in 2015

Start
date

(year)

Current standing

(as of 31 December
2015)

Planned measure implemen-
tation phases until the final
date for implementation of

the measure

End
date

Performance indicators

Effect / Value of the
performance indicator as
of 31.12.2015

been, as at the moment of occurrence
of the liabilities, owners, procura-
tors, majority partners or sharehold-
ers, members of the management or
control bodies of entities with unset-
tled public liabilities collected by the
customs authorities, except where a
security is provided for the liabili-
ties.

In order to avoid difference of inter-

pretation and to facilitate the practi-
cal application by the customs au-
thorities and the economic operators,
a requirement is introduced for issu-
ing by the Director of the Customs
Agency, following an opinion from
the Minister of Finance, of mandato-
ry instructions for the officials in the
Agency’s structures on the uniform
application of the excise legislation.
It is further envisaged that the man-
datory instructions may also be is-
sued by the Minister of Finance.

2.

N

Improving the excise
legislation and includ-
ing provisions for
effective prevention
and fight against ex-
cise avoidance and
evasion

The measure is to
be implemented

1. Drafting a new excise
duty act

2. Preparing rules for
application of the new
excise duty act

2016

2017

31




1 2 3 4 5 6 7 8 9
Number of Title of the measure Informatior|1 about act|ivities undertaken and planned Performance indicators Effect / Value of the
2 ir:iﬁzure Measure implementing a_ctivities carried Start Current standing Plapned measure _implemen- End perforcr)'?a:\})rflezl.nzglfgtor a
Action out and started in 2015 date N i tation ph_ases until thg final | date
Plan® (year) 2015) date for implementation of
the measure
2.3|Management of the 1. Prepared draft strategy of NRA |2015 [The measure is in 31.12.|Approved strategy for
compliance risk for managing the compliance risk; progress 2015 |managing the compli-
ance risk
2015 Setting up a Risk Man- | 2016 |A Risk Management
agement Council. Council set up to de-
sign and approve a
strategy for managing
the compliance risk
2. Designing a compliance and risk  |2015 Approval and imple- 2016-|Programme designed; |1 programme cover-
reduction programme for the period mentation of the pro- 2017 |Decreased unsound ing 26 risks
2016 — 2017 gramme. behaviour of persons in
respect of the risks
covered by the pro-
gramme
2.4{Improving the condi- | 1. Amending the sanctioning regime[2015 |The measure is 2016 |Adopted amendments |AA of CITA, prom-
tions for voluntary regulated in Article 180 of VATA permanent and is in to VATA ulgated, SG, No. 95/
compliance by clients | yith regard to the repairing of progress 2015
who, asa result of an committed errors;
analysis of declared
data, including within
control actions and
proceedings, are found
to have made a com-
pliance error
2. The regular monitoring of and  |2015 Monitoring on a month- | 2015 |Share of persons who |Monitoring of 3 580
communication with the taxable ly basis of at least 10 % — |stopped to deduct tax  |persons with large-
of all companies regis- | 2017 |credit on supplies from |scale economic ac-

persons making up a significant
share of the national economy in
2015 included:

tered in TD Large Tax-
payers and Contributors

(LTPC) and Medium

risky counterparties

tivity, including 11
chain stores, was

carried out in 2015.
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- Monitoring of persons with Taxpayers and Contribu- 70 letters of notice
large-scale economic activity; tors (MTPC) Direc- sent, 36 meetings
- Sending letters of notice; 'flf)rlf’("_‘e- 605 10 Send W'”t‘ ?_usmﬁssl,drgpre-
e : : : aking steps to sen sentatives held in
- Organising n_weetmgs Wlt.h busi- letters of notice and relation to detected
ness representatives in relation to organise meetings with deviations from the
detected deviations from the ordi- business representatives ordinary course of
nary course of trade and giving in- in cases of detected trade and giving in-
structions and explanations for deviations from the structions and expla-
avoiding involvement in tax fraud ordinary course of trade. nations for avoiding
schemes: Monit_oring ona month- involvement in tax
- Monitoring of large chain stores ly basis the behaviour of fraud schemes.
' and the data declared by 68 % of the persons
large chain stores. stopped deducting tax
credit on supplies
from risky counter-
parties, in an amount
of BGN 7 691 516
3. Steps taken to send letters and 2015 Implementing and de- | 2015 |[Number of adjustment | The letters of notice
organised meetings in relation to veloping an approach — |declarations issued as a |and the meetings are
promoting voluntary 2017 |result of control activi- [indicated in the pre-

detected irregularities in submitted
declarations and/or correction of
errors in submitted declarations.

compliance by bona fide
persons that have made
errors and taking en-
forcement or penalty
actions against those
who intentionally do not
comply with the law —
the task is connected
with proposals for legis-
lative changes in this
field (2016).

ties and proceedings,
letters sent and meet-
ings organised;
Relative share of
amended assessments
appealed

vious item 2.4.2. In
addition, on the
grounds of Article
103 of TSIPC, notices
for removal of irregu-
larities in submitted
annual tax returns
under Article 92 of
CITA were sent to
3191, and for tax
returns submitted
under Article 50 of
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PITA —to 17 856
taxable persons.
2.5{Improving the collec- | 1. A Concept for developing the 2015 |The measure is The functionality devel- | 2016 |Concept for developing |Order of the Execu-
tion of public receiva- | processes and activities for collec- permanent and is in Joped will make it possi- the processes and activ- [tive Director of NRA
bles tion of public receivables in line progress ble to segment taxable ities _for col_lectlon pf of November 2015
with NRA’s vision for the period persons Into groups pUb“C.recelvab,les n
. depending on their will- line with NRA’s vision
2016 — 2020 was developed in 2015. ingness and ability to for the period 2016 —
It presents a principled approach for pay the debt, and to 2020.
changing the processes to make apply the most appropri-
them more effective and economi- ate, effective and ade- Implemented new func-
cal. A new functionality of NRA’s quate methods and pro- tionality in NRA’s
Management Information System cedures for collection of Management Infor-
. . public receivables. mation System
was implemented. It shows in a .
. . . . Preparation of a road
single window the basic information map for implementation
about a debtor — liabilities, property of the concept is pend-
status / assets and behaviour, related ing.
persons, etc. Prepared analysis and
evaluation of the devel-
opment dynamics and
the effectiveness of the
measures undertaken
2. Applied early implementation of 2015 Sending electronic no- | 2015 |Increase in total de- Increase by 6 % or
methods encouraging voluntary tices to taxable persons; — |clared amounts; BGN 1 298 million in
payment of overdue liabilities, such Notifying debtors by 2017 |Decrease in _the_a}r_nount 2015;
phone; of overdue liabilities.

as: electronic notices; telephone
notices; notification of debtors with
property for public sale; collection
of public receivables from civil
servants.

Notifying debtors with
property secured by
NRA about forthcoming
public sale;

Campaigns to collect

Overdue liabilities
decreased by 5% or
BGN 260,5 million in
2015 compared to
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2

4

5

8

9

Number of
the measure
in the
Action
Plan*

Title of the measure

Information about activities undertaken and planned

Measure implementing activities carried
out and started in 2015

Start
date

(year)

Current standing

(as of 31 December
2015)

Planned measure implemen-
tation phases until the final
date for implementation of

the measure

End
date

Performance indicators

Effect / Value of the
performance indicator as
of 31.12.2015

public receivables from
civil servants

2014;

Electronic notices
sent to 38 thousand
taxable persons;
Notification by phone
of more than 89 thou-
sand persons;
Notification of debt-
ors with property
secured by NRA
about forthcoming
public sale — 1 028;

1 campaign for col-
lection of public
receivables from
almost 1 250 state
servants.

3. Continuous monitoring of debtors
with overdue liabilities, which in-
cluded in 2015 persons with the
highest amount of overdue liabilities
for taxes and mandatory social and
health insurance payments; personal
meetings with the persons to ensure
their personal commitment to pro-
vide security and/or make full or
partial payment of the overdue
debts; effective monitoring of the

2015

The activity is perma-

nent

2015

2017

Decreased number of
unsound debtors

614 of monitored
persons paid fully or
partially their overdue
public liabilities, in
an amount of more
than BGN 230 mil-
lion.
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Plan® (year) 2015) date fon; I;r:&l:g;entatlon of
ure
commitments undertaken by the
debtors and timely control; up-to-
date assessment of the economic
status of the taxable person, timely
imposing of protective measures;
issuing authorisations for urgent
payments; rescheduling and defer-
ral; sale of confiscated property;
making audits and inspections as
necessary, etc..
4. In order to increase the electronic |2015 The interaction and 2015 |Decreased amount of  [In the period January
exchange of documents and data electronic exchange of — |overdue public receiva- |- December 2015, the
information with the 2017 |bles; persons subject of

with public creditors and with insti-
tutions maintaining information
about property / assets of taxable
persons, new instructions for coop-
eration were signed or existing ones
were updated with the Agency for
People with Disabilities, the State
Agency for Metrological and Tech-
nical Surveillance, the Commission
for prevention and ascertainment of
conflict of interest, Executive For-
ests Agency and the Commission
for Consumer Protection, which
provide for electronic exchange of
data from the creditor to the public
enforcement officer in NRA in con-

nection with the enforcement of

partner institutions is
going on towards de-
creasing the amount of
overdue public receiva-
bles.

continuous monitor-
ing paid BGN 707,4
million to the budget.
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2

4

5

8

9

Number of
the measure
in the
Action
Plan*

Title of the measure

Information about activities undertaken and planned

Performance indicators

Measure implementing activities carried
out and started in 2015

Start
date

(year)

Current standing

(as of 31 December
2015)

Planned measure implemen-

tation phases until the final
date for implementation of
the measure

End
date

Effect / Value of the
performance indicator as
of 31.12.2015

public claims.

5. The information system support-
ing the activities for collection of
public receivables was tested na-
tionally;

2015

Implementing the sys-
tem from 01.02.2016

2016

System implemented;

Testing the infor-
mation system

6. Enforcement of claims on debt-
ors by budget authorisers — Imple-
mentation of MD No. 788 of
28.11.2014;

2015

The activity is perma-
nent.

2015

2017

Additional receipts to
the state budget

As a result of the
measure amounts of
BGN 188,1 million
were paid to the
budget in 2015, in-
cluding BGN 2,93
million as a result of
enforcement of
claims on debtors by
State Fund Agricul-
ture budget authoris-
ers

In connection with
the implementation of
the measure, in 2015
CA processed 29 160
e-mailed requests for
consultation pursuant
to MD No. 788 /
28.11.2014.

Building MF’s infor-
mation system with data
about outstanding budg-
etary payments — NRA,

CA and municipalities.

2016

Built IS;

Decreased amount of
overdue public receiva-
bles
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the measure
2.6|Enhanced coordina- | 1. Exchange of information between|2015 |The measure is Pursuant to the provision| 2015 |Opened pre-trial pro- |[NRA sent 729 notifi-
tion between the bod- | NRA, Mol, SANS and the Prosecu- permanent and is  |of Article 205 of PPC, — |ceedings for cases of  |cations to the prose-
‘I‘ES of NRA, CA, EA tor’s Office (PRB) on specific cases in progress PRB is notified of any | 2017 |avoidance of the as- cutor’s office;
.Autgm?,b.lle Admin- of avoiding the assessment and detecte_zd cases of offenc- sessment and payment _
istration” in MTITC o es against the tax and of very large amounts |12 pre-trial proceed-
and the pre-trial ay- | Payment of tax liabilities; social and health insur- of tax liabilities. ings are opened. As a
thorities in cases of ance system, established result of the actions
detected tax frauds by NRA, SANS and taken to date, the
during audit proce- Mol. amount of fiscal
dures and inspections In that context, the activ- damages was mini-
ity will be continued. mised and the future
effects of the activity
were stopped.
2. A Specialized unit for investiga- |2015 Operational new special-| 2015 |Agreement between the [Agreement No.
tion of tax crimes involving organ- ised interinstitutional — |Prosecutor’s Office of |43/24.03.2015
unit in support of the 2017 |the Republic of Bulgar-

ised criminal groups is operational
in the Specialised Prosecutor’s Of-
fice; An agreement between the
Prosecutor’s Office of the Republic
of Bulgaria, Mol, SANS, NRA and
the Customs Agency was signed.

investigation of organ-
ised crime involving tax
crime.

ia, Mol, SANS, NRA
and the Customs Agen-
cy

Number of pre-trial
proceedings monitored
and opened by the
specialised unit;

Amount of the damages
to the budget of the
Republic of Bulgaria
established within
criminal proceedings;

The number of the
pre-trial proceedings
monitored by the
Specialised Unit at
the Specialised Pros-
ecutor’s Office is 79,
including 49 opened
by the unit, and the
estimated value of the
damages to the budg-
et established within
the criminal proceed-
ings is about BGN
100 million;
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the_measure Measure implementing activities carried Start ; Planned measure implemen- | End PR e [Tl 2
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Plan® (year) (aso 201;)‘36’“ €| date for implementation of
the measure
3. Setting up joint investigation 2015 Pursuant to Article 194 [2015-|Joint investigation
teams including representatives of (3) and (4) and Article | 2017 Jteams set up
Mol, SANS, NRA, CA and PRB; 196 (1) of PPC, every
supervising prosecutor
shall assign investiga-
tion actions to the re-
spective authorities with
an order.
The activity is in pro-
gress.
4. An Interinstitutional Coordina-  |2015 The Interinstitutional 2015 [Interinstitutional Coor- [MO No.
tion Centre was set up in 2015 to Coordination Centre dination Centre set up 189/16.04.2015
enhance the cooperation of NRA, ope_rates on a continuous tp enhance the coopera-
CA, Mol, SANS, the Automobile basis; tion of NRA, CA, Mol f —
. . . . SANS, the Automobile |The institutions par-
Administration with a view to de- Administration ticipated in the ICC
tecting cases of smuggling and tax through their repre-
abuse. sentatives working on
A coordination mechanism was set a continuous 24-hour
up to counteract corruption crimes, on-duty
financial and tax frauds and smug-
gling;
Approving interinstitutional cooper-
ation rules.
Creating a set of uni- 2016
form criteria for assess-
ment of the risk of per-
sons involved in tax and
social and health insur-
ance crimes, customs
violations and smug-
gling.
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Plan® (year) (aso 201;)‘36’“ €| date for implementation of
the measure
2.7|Optimising and devel- [L. Expansion of the database analy- The measure is in 2015 |Number of control The software was
oping the business sis software in the so-called e-audits progress — |procedures with elec-  used in 170 audits in
processes and infor-  |~onducted by NRA; 2017 [tronic data analysis 2015.
mation system within software;
NRA'’s control activi- Increased amount of
ty established additional
liabilities;
P. Setting up specialised IT-Forensic In 2016 EC is expected | 2015
teams for investigation and provid- to publish a call for -
ing tools for securing electronic E:gg(r);r?wlrsn lér:%?rv%?ch 2017
evidence; NRA will apply.
3. In the context of enhancing The action under the| 2015 |[Number of cases se- 1 311 operational
NRA’s control activities based on measure is permanent. — |lected for inspections  |checks were carried
the information received by means 2017 and audits out; 88 SAQ issued to
of the remote connection of fiscal persons carrying out
. . refuelling for own
devices to NRA and the m_1p|ement— needs: 200 ad-hoc
ed Fuel Control IS, operational inspections of points
checks were carried out and SAO of final distribution of
were issued to persons carrying out fuels (petrol stations)
refuelling for own needs, carried out;
Ad-hoc inspections of points of final Re-inspections car-
distribution of fuels (petrol stations) ried out in 75 selected
were carried out. petrol stations.
4. Improved IS “Control”: The action under the 2015 |Enhanced electronic  |Electronic consulta-
measure is permanent — |communication tion services provide
2017 taxable persons with

information about
closed and ongoing

inspections and about
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the type and status of
the documents sent to
and from NRA by
electronic means.
2.8[Monitoring and effec- |Audits, inspections of taxable per- ]2015 |The measure is The measure is to be 2016 |Unit / team set up; Assigned 15 audits
tive control of elec-  |sons engaged in Internet trade and permanent and is  |continued and new au- Number of control and 5 inspections of
tronic trade proceedings on alerts were assigned in progress dits, inspections and procedures conducted |taxable persons en-
pursuant to the 2015 Risk Reduction proceedings are to be in respect of persons  |gaged in Internet
Programme. In April 2016, an Elec- carried out. The Elec- engaged in electronic  |trade. In addition, 30
tronic Audit Department was set up tronic Audit Department trade proceedings assigned
within the Control Directorate in CO set up in the Control in respect of such
of NRA. It will provide monitoring Directorate of the CO of | 2017 persons on the basis
of trade on the Internet and will NRA will provide moni- of received alerts.
assign and coordinate control actions toring of trade on the The 20 audit proceed-
in respect of internet traders. Internet and will assign ings completed in
and coordinate the con- 2015 resulted in as-
trol actions in respect of sessment of liabilities
Internet traders. in an amount of more
than BGN 1,16 mil-
lion.
2.9|VAT reverse charge [Pursuant to Article 199a (1) of Di- The measure is 2015 |Prepared draft AA of [§19 AA of CITA,
mechanism rective 2006/112/EC, the period for completed TSIPC promulgated, SG, No.
implementation of the VAT reverse Adopted amendments |95 /2015
charge mechanism for supplies of
grains and industrial crops was ex-
tended to the maximum statutory
date — 31.12.2018
2.10[Alignment with the  |The provisions of Council Directive The measure is 2015 |AA of CITA prepared |Promulgated, SG, No.

EU legislation

2014/86/EU of 08.07.2014 and
Council Directive 2015/96/EU of
27.01.2015 concerning a general EU
anti-abuse and anti-avoidance rule

and measures to preclude the possi-

permanent and is in
progress

and adopted

95/2015
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bilities of double non-taxation of
income from dividends were trans-
posed in the Bulgarian legislation.
2.11|Regular analysis on  |An analysis of the implementation of|2015  [The measure is to 2015 |Evaluation of effects  |[SBRBA, promulgat-
the effect of the SO1 [part of the SO1 and SO3 measures be implemented — |included in preparing |ed, SG, No. 96 /
and SO3 measures on |was carried out within the operation- 2017 |SBRBA 2015, SG/ Conver-
the collection of pub- |al activity and in relation to the as- gence Programme of
lic receivables sessment of the discretionary RB 2016-2019, MD
measures. No. 280/ 15.04.2016
2.12 (ad-|Automatic exchange |1. Section Illa inserted in Chapter 2015 |The measure is 2015 |Draft AA of TSIPC AA of TSIPC, prom-
ditional)|of financial infor- XVI of TSIPC. It transposes the completed prepared,; ulgated, SG, No. 94 /
mation in the field of |provisions of Council Directive Amendments adopted |2015
taxation with partici- ]2014/107/EU of 09.12.2014 and
pating jurisdictions regulated the automatic exchange of
financial information within the EU
and with third countries with a view
to preventing cross-border cases of
tax fraud and tax evasion.
2. Regulated implementation of the
agreement between Bulgaria and the
USA to improve tax compliance and
to implement FATCA (Foreign Ac-
count Tax Compliance Act)
2.13 (ad-|Improving the condi- |1. Implemented procedure for ad-  ]2015 |The measure is 2015 |Adopted legislative AA of CITA, prom-
ditional)|tions for voluntary vance taxation of accidental and completed amendments ulgated, SG, No. 95/

compliance by taxable
persons under PITA

occasional income from other
sources, (Article 44a of PITA).

2. The diplomatic representations in
Bulgaria are given the choice to
deduct and pay tax on income from
employment relations of the local
staff working for the representation.

2015
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2.2 Performance assessment

In order to attain the objectives for improving the tax collection laid down in SNS
2015-2017, measures to prevent tax evasion, counteract tax fraud, improve the conditions for
compliance, collect overdue liabilities, improve the information systems and the automatic
information exchange, were implemented in 2015.

With a view to precluding the possibilities of excise duty abuse and evasion, amend-
ments to the Excise Duties and Tax Warehouses Act were adopted in 2015. They regulate
increased excise duty rates for heavy and marked fuel oils, bans for shareholders, owners and
managers of persons with outstanding budgetary payments.

As regards the management of compliance risk, NRA designed a draft strategy, set up
a Risk Management Council and developed a compliance and risk reduction programme for
the period 2016 — 2017.

The measures implemented to improve the conditions for voluntary compliance in-
clude, on one part, amendments to the tax legislation (Article 180 of VATA, Article 44a and §
1 (27) of the Additional Provisions of PITA), and, on the other part, actions taken by NRA for
continuous monitoring of and communication with taxable persons representing a significant
portion of the national economy. Monitoring of 3 580 with large-scale economic activity, in-
cluding 11 chain stores, was carried out in 2015. 70 letters of notice were sent, 36 meetings
with business representatives were held on established deviations from the ordinary course of
trade and for giving instructions and explanations on how to avoid involvement in tax fraud
schemes. 68 per cent of the persons stopped deducting tax credit for suppliers from risky
counterparts, in an amount of BGN 7 691 516.

A Concept for development of the processes and activities for collection of public re-
ceivables in line with NRA’s vision for the period 2016 — 2020 was adopted in 2015 in order
to improve the collection of overdue public receivables. Early implementation of methods
encouraging voluntary payment of overdue liabilities was applied by sending electronic notic-
es to 38 taxable persons, notifying more than 89 thousand persons by phone, notifying 1 028
debtors with property secured by NRA about forthcoming public sale, holding 1 campaign for
collection of public receivables from almost 1 250 civil servants. Continuous monitoring of
liabilities is provided. 614 monitored persons paid in full their overdue liabilities in the
amount of more than BGN 230 million. In the period January — December 2015, the persons
subject to monitoring paid BGN 707,4 million to the budget. As a result of enforcement of
claims on debtors by budget authorisers (MD No. 788 / 28.11.2014) BGN 188,1 million were
paid to the budget in 2015, including BGN 2,93 million from enforcement of claims on debt-
ors by State Fund Agriculture budget authorisers.

To enhance the coordination of the bodies of NRA, CA, EA “Automobile Administra-
tion” at MTITC and pre-trial authorities in the detection of tax frauds during audit proceed-
ings and inspections, joint investigation teams involving representatives of Mol, SANS, NRA,
CA and PRB, as well as an Interinstitutional Coordination Centre were set up in 2015 for
identification of cases of smuggling and tax abuse (MO No. 89/16.04.2015). A Specialised
Interinstitutional Unit was set up at the Specialised Prosecutor’s Office to investigate offenses
involving criminal groups. The pre-trial proceedings supervised by the Specialised Unit are
79 in number, including 49 opened by the Unit and according to preliminary estimates the
damages to the budget established within the criminal proceedings amount to about BGN 100
million.
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In order to optimise and develop the business processes and the information system of
NRA'’s control activity, the use of database analysis software was expanded in 2015 and ap-
plied in 170 e-audits conducted in NRA. In the context of enhancing NRA’s control activities
based on the information received by means of the remote connection of fiscal devices to
NRA and the implemented Fuel Control IS, 1 311 operational checks were carried out and 88
SAO were issued to persons carrying out refuelling for own needs, 200 ad-hoc inspections of
points of final distribution of fuels (petrol stations) were carried out and re-inspection was
conducted at 75 selected petrol stations.

In 2015, NRA provided monitoring and effective control of electronic trade, assigning
pursuant to the 2015 Risk Reduction Programme 15 audits, 5 inspections of taxable persons
engaged in trade on the Internet, 30 proceedings on the basis of alerts. The 20 audit proceed-
ings completed in 2015 established liabilities in the amount of more than BGN 1,16 million.

Pursuant to Article 199a (1) of Directive 2006/112/EC, the period for implementation
of the VAT reverse charge mechanism for supplies of grains and industrial crops was extend-
ed to the maximum statutory date — 31.12.2018, regulated in the Bulgarian legislation by
means of adopted amendments to TSIPC.

With a view to harmonisation with the EU law, the provisions of Council Directive
2014/86/EU of 08.07.2014 and Council Directive 2015/96/EU of 27.01.2015 concerning a
general EU anti-abuse and anti-avoidance rule and measures to preclude the possibilities of
double non-taxation of income from dividends were transposed in the Bulgarian legislation in
2015 by approving amendments to CITA. The provisions of Council Directive 2014/107/EU
of 09.12.2014 were transposed by amending TSIPC (inserting Section Illa in Chapter XVI),
thereby regulating the automatic exchange of financial information within the EU and with
third countries with a view to preventing cross-border cases of tax fraud and tax evasion and
implementing the agreement between Bulgaria and the USA to improve tax compliance and
to implement FATCA (Foreign Account Tax Compliance Act).
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3. Progress made with implementing the measures designed to attain
Strategic Objective 3 “Reducing the Compliance Costs”

3.1 Information on the implementation of the SO 3 measures on the Action
Plan and of additional measures

The measures in SNS aimed at reducing the compliance costs include activities for re-
ducing the administrative burden and facilitating tax compliance by citizens and the business
and are focused primarily on:

= Facilitating the administrative regimes and procedures and shortening the time for
provision of services;

= Integrating tax forms, decreasing the frequency of performance of obligations;

= Enhancing the information exchange between the administrations;

= Offering electronic payment options, different forms of self-service and electronic ser-
vice variants;

= Preventing unintentional non-compliance by means of information campaigns;

» Raising clients’ (business’, citizens’) awareness about administrative costs subject.

The results of the activities implemented in 2015 within the measures designed to
achieve progress on the objectives for reducing the compliance costs laid down in SNS 2015-
2017 are presented in the Table for reporting the activities carried out and progress made with
the implementation of the measures designed for attainment of Strategic Objective 3 of SNS
2015-2017 hereunder.
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Table for reporting the activities carried out and the progress made with the implementation of the measures designed for attainment of Strategic Objective 3 of SNS 2015-2017

1 2 3 | 4 | 5 6 7 8 9
Number of Title of the measure Information about activities undertaken and planned Performance indicators Effect / Value of the
Wile L EEbL Measure implementing activities carried Start ; Planned measure implemen- | End g e ol b e
in the P ga Current standing . Implen of 31.12.2015
Action Plan out and started in 2015 date £ 31 December tation ph_ases until thg final | date
(year) (@so CeEloE date for implementation of
2015) the measure
3.1|Facilitating adminis- [L. Preparing draft AA of EDTWA; |2015 [The measure isin 31.12.|Prepared and adopted |promulgated, SG, No.
trative regimesand  p. Preparing draft AR of progress 2015 |JAA of EDTWA; 92 /2015, effective
procedures and short- |[R AEDTWA: 01.01.2016
ening the time for
provision of services In order to lower th ministrativ Prepared and adopted |promulgated, SG, No.
by CA order to lower the administrative AR of RAEDTWA;  |2/2016, effective
burden and the costs for the econom- Drafting a new excise 131,12 8.01.2016
ic operators, direct exemption from tring i — e
duties act; 2017

excise duty instead of exemption by
refund of excise duty was introduced
for taxable persons using expressly
denatured ethyl alcohol for the pro-
duction of goods which are not in-
tended for human consumption
According to the amended EDTWA,
moving excisable goods with tax
markings affixed to them between
tax warehouses of the same licensed
warehouse keeper within in the terri-
tory of Bulgaria will not be consid-
ered release for consumption and
goods can be moved between the
two warehouses under duty suspen-
sion arrangements following a per-
mission from the Customs Agency’s
director.

With a view to lowering the admin-
istrative burden, excise duty subject
to refund will be refunded within
shorter time limits and the require-
ments for licensed warehouse keep-
ers to submit reports for the duty
stamps received was eliminated on

the account that the reporting of duty

Drafting rules for appli-
cation of the new excise
duties act.
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Number of Title of the measure Information about activities undertaken and planned Performance indicators Effect / Value of the
iz ir:iﬁ:ure Measure implementing a_ctivities carried Start Current standing Plapned measure _implemen- End perfor(r)?%rlt.:lezlggllc:tor as
Action Plan out and started in 2015 date e tation ph_ases until thg final | date
(year) date for implementation of
2015) the measure
stamps was reflected in the ware-
house stocks log.
The regulatory regime for lubricants
was facilitated by exempting from
excise lubricants in packages of up
to 5 litres and introducing a facilitat-
ed procedure for notification under
Article 76¢ of EDTWA of lubricants
in quantities above 5 litres and up to
210 litres are received from another
EU Member State.
3.2|Facilitating the admin-|The services, technical assistance, [2015 |The measure isin |Improvement of the 2015- |Increased usage rate of |PICs issued to more
istrative procedures  |documents and information provided progress services, technical assis- |2017 |PIC than 160 000 clients

and requirements for
NRA'’s clients

to NRA’s clients have been im-
proved. A mobile application provid-
ing information via cell phones was
implemented.

The usage rate of PIC was increased

by:

e Making it more secure by means
of preliminary generation of PIC
which is made available in a
sealed envelope, and by introduc-
ing a requirement for entering and
confirming a current e-mail ad-
dress upon the initial use of the
PIC services;

o Creating a client profile which
permits making changes;

o Implemented option for the taxa-
ble person to change the PIC and
to narrow the scope of PIC ser-
vices used or terminate the PIC by
electronic means (Internet);

¢ PIC can be issued by any NRA
office, wherever the persons is

registered, or by mail.

tance, documents and
information made avail-
able to NRA’s clients.
Sending documents by
means of PIC

NRA’s clients used
the 160 000+ PICs
issued in 2015 to file
by electronic means a
total of more than 170
000 tax returns and
tax documents and to
make 9,5 million
consultations (includ-
ing more than 300
000 consultations on
liabilities under
LTFA) in NRA’s
website. The imple-
mentation of PIC
saves more than 2
million hours and
more than BGN 10
million per year to
NRA’s clients, ensur-
ing at the same time

more complete and
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Number of Title of the measure Information about activities undertaken and planned Performance indicators Effect / Value of the
iz ir:iﬁ:ure Measure implementing a_ctivities carried Start Current standing Plapned measure _implemen- End perfor(r)?%rlt.:lezlggllc:tor as
Action Plan out and started in 2015 date e tation ph_ases until thg final | date
(year) date for implementation of
2015) the measure
more up-to-date in-
formation.
3.3|Increasing the share of |1. Complete administrative service is|2015 |The measure is in Improving and expand-| 2016 |Implemented complete
the information ex-  |implemented in NRA and the fol- progress ing the e-services des- administrative service
changed officially lowing new e-services designated for ignated for other ad-
with other government|other administrations have been ministrations Designed new e-
structures, including |developed: services for other ad-
in relation to the ap- |- information from purchase and sale ministrations
plication of complete |logs under VATA,;
administrative service. |- information about annual tax re-
Provision of access to |turns submitted pursuant to Article
databases and infor- |50 of PITA,;
mation systems of - information about annual tax re-
other institutions turns submitted pursuant to Article
92 of CITA.
2. Expanded electronic information 2015 |The measure isin |Concluding additional  |2015- |[Electronic data ex- 8 agreements con-
exchange and cooperation with other progress agreements with institu- (2017 Jchange with partners  |cluded in 2015
institutions — data exchange with tions ]‘or the use of
NHIF (National Health Insurance NRA’s e-services
Fund), NSSI, RA, CRAS, etc. and
achieved interoperability of the in-
formation systems of the different
institutions
3.4|Building differentiated|1. Organising information cam- 2015 [The measure is 2015- |Increased communica- |Two information
service channels de- permanent and is in 2017 [tion by electronic

pending on clients’
needs and with a focus
on the use of advance
technologies

paigns with e-mailing of letters of
reminder to persons with outstanding
amounts for three consecutive peri-
ods under VATA. New e-services
with QES and PIC designed and
existing e-services upgraded in line

progress

means

campaigns organised,
letters of reminder e-
mailed to 11 796
persons with out-
standing amounts for
three consecutive
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Number of Title of the measure Information about activities undertaken and planned Performance indicators Effect / Val_ue _of the
the ir:iﬁ:ure Measure implementing activities carried | Start Current standing Planned measure implemen- | End perfor(r)?%rlt.:lezlggllc:tor o
Action Plan out and started in 2015 date e tation ph_ases until thg final | date
(year) 2015) date fo; t|1rg1ﬁ1lfe;g1sentatlon of
ure
with the legislative amendments. periods under VATA
In 2015, NRA de-
signed 18 new e-
services with QES
and PIC.
Upgraded existing e-
services of NRA in
line with the legisla-
tive amendments
2. Review and improvement of 2015 Further review and im- |2015- 13 new administrative
NRA’s implemented e-services provement of NRA’s e- [2017 e-services were de-
carried out in line with the adopted services in line with the signed and imple-
legislative amendments. The rules adopted legislative g}egidi r:nzghlese—gate
for access to NRA’s e-services op- amendments is envis- '
timised and regulated by providing aged, as well as optimis-
full and partial access to them; ing and regulating the
rules for access to
NRA’s e-services.
3. Upgrading NRA’s website in 2015- Twelve agreements
2017 concluded with mu-

order to make it a single point of
contact for provision of infor-
mation to persons about the exist-
ence or absence of outstanding
payments for republican or local
taxes; an option for consultation
via NRA’s gate on outstanding
LTF payable to municipalities

with an option for payment has

nicipalities, NSSI and
other administrations
for access to their e-
services with a PIC
issued by NRA
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9

Number of
the measure
in the
Action Plan

Title of the measure

Information about activities undertaken and planned

Measure implementing activities carried
out and started in 2015

Start
date

(year)

Current standing

(as of 31 December
2015)

Planned measure implemen-

tation phases until the final
date for implementation of
the measure

End
date

been included. Agreements were
signed with several municipalities
and NSSI for the provision of the
e-services of the relevant admin-
istration with a PIC issued by
NRA. Implementing a PIC issued
by NRA for single e-entry to the
services provided by the state ad-
ministration.

Performance indicators

Effect / Value of the
performance indicator as
of 31.12.2015

4. New e-services designed and
implemented in NRA. Implement-
ing a PIC issued by NRA as a sin-
gle e-entry to the services of the
state administration:

New NRA services provided with
PIC and QES:

* Inquiry for NRA’s services ac-
cessed with QES;

*Summary inquiry for NRA’s ser-
vices accessed with QES and PIC;
* Submitting declaration form 5
“Advance social and health insur-
ance payments”;

*Submitting declaration form 7
“Data about incurrence of health
insurance payments”;

eInsurance history inquiry for self-
insured persons;

*Application for registration / de-
registration of an insurance fund
member;

*Notice under Article 131 of
VATA;

+Submitting a declaration pursuant

2015-
2017

Share of documents
submitted by electronic
means

VAT — 97.33%,
CITA - 60.91%,
PITA —24.33%,
PITA —76,39%,
Form 6 — 87,53%,
Form 1 -96,16%,
Article 62 and Article
123 of LC —99,35%
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Number of Title of the measure Information about activities undertaken and planned Performance indicators Effect / Value of the
iz measire Measure implementing activities carried Start C t standi Planned measure implemen- | End OIS L s
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Action Plan out and started in 2015 date e tation p ases until t e final date
(year) date for implementation of

2015)

the measure

to Article 73a (5) ofPITA;
sImplemented new e-service for
access to the MOSS system — “in-
tra-Union treatment” for persons
established in the territory of R
Bulgaria in NRA’s e-Service gate;
Provision of new services with
PIC:

*Submission of annual tax returns
pursuant to Article 50 of PITA,;
*Simultaneous submission of in-
surance declarations form 1 and
form 6;
«Submission of a declaration pur-
suant to Article 55 of PITA and
Article 201 of CITA;

*Submission of statements of in-
come paid to natural persons pur-
suant to Article 73 of PITA;

« Submission of notices of conclu-
sion or amendment of employment
contracts pursuant to Article 62 (5)
of LC and a notice of change of
employer pursuant to Article 123
(1) of LC;

«Submission of declaration form 5
“Social and health insurance pay-
ments made in advance”;
*Submission of declaration form 7
“Data about incurrence of health
insurance payments”; submission
of a declaration for registration of
a self-insured person;

« Inquiry for insurance history of a
self-insured person;

» Making budgetary payments
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Action Plan out and started in 2015 date e tation ph_ases until thg final | date
(year) date for implementation of
2015) the measure
(taxes and social and health insur-
ance payments) by electronic
means, including integration with
TSIA (Tax and Social Insurance
Account).
3.5|Encouraging the use The measure is to be [Implementing a single  [2015-
of e-invoicing implemented mandatory e-invoicing | 2017
standard,;
Implementing mandato- |2016-
ry e-invoicing in public | 2017
procurement;
Implementing an option |2016-
for all VAT-registered | 2017
persons to declare their
public consent in princi-
ple to receive e-invoices
and that NRA can main-
tain information to that
effect in a public regis-
ter;
Introducing an obliga- |2016-
tion for real-time sub- 2017
mission to NRA of in-
formation from all e-
invoices issued and
building capacity in
NRA for receiving such
information;
Creating an e-invoicing |2016-
platform supported by | 2017
NRA.
3.6(Electronic submission fL. Ordinance on public social insur- |2015 |The measure is 31.12.|Reduced costs for the | The effect of the
of documents and data completed 2015 |business as a result of: |lower administrative

by insurers and self-
insured persons for
payment of cash bene-

ance cash benefits;

P. Designing and implementing an

Drafted and approved
new Ordinance on
public social insurance

burden for the busi-
ness is estimated at
BGN 71,24 million.
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fits from PSI through
NSSI

Measure implementing activities carried
out and started in 2015

Start
date

(year)

Current standing

(as of 31 December
2015)

Planned measure implemen-
tation phases until the final
date for implementation of

the measure

End
date

nformation system for applying by
Electronic means for the administra-
Live services of payment of cash
benefits from PSI.

cash benefits.

Designed and imple-
mented Integrated Elec-
tronic Data Exchange
System (IEDES) of
NSSI.

Implemented online
administrative services;
Integrated administra-
tion register; Electronic
register of certificates
of incapacity for work
and Register of PSI
cash benefits.
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3.2 Performance assessment

In order to attain the objectives for reducing the compliance costs laid down in SNS
2015-2017, measures to facilitate the administrative regimes and procedures and the shorten
the time for provision of services, expansion and improvement of the e-services offered, im-
provement of the information systems and enhancement of the official information exchange
were implemented.

Legislative amendments to the Excise Duties and Tax Warehouses Act and in the
Rules for Application of the Excise Duties and Tax Warehouses Act were adopted in 2015 in
order to facilitate the administrative regimes and procedures and shorten the time for provi-
sion of services. Improvements were made in the services, technical assistance, documents
and information provided to the clients of NRA. A mobile application providing access to
information via a cell phone was implemented. The usage rate of the personal identification
code was increased and PICs were issued to more than 160 000 clients.

In 2015 NRA and the Customs Agency registered notable progress in terms of the dif-
ferentiated service channels depending on clients’ needs and with a focus on the use of ad-
vanced technologies. Information campaigns were held and letters of reminder were e-mailed
to 11 796 persons with outstanding over three consecutive periods under VATA. In 2015,
NRA developed 18 new e-services provided with QES and PIC, while the new administrative
e-services designed and implemented in 2015 in the E-gate of CA are 13 in number. The ex-
isting e-services offered by NRA were upgraded in line with the legislative changes. The e-
services implemented contributed to a notable increase in the share of documents filed to
NRA and CA by electronic means for declaring tax and insurance payables: VAT — 97,33 %,
CITA - 60,91 %, ATR pursuant to Article 50 of PITA — 24,33 %, statement pursuant to Arti-
cle 73 of PITA — 76,39 %, declaration form 6 — 87,53 %, declaration form 1 — 96.16 %, notic-
es pursuant to Article 62 and Article 123 of LC — 99,35 %. The upgraded website of NRA
offers an option for consultation via NRA’s gate on outstanding local taxes and fees payable
to municipalities with an option for payment. Agreements were concluded with 12 municipal-
ities and with NSSI for the provision of the e-services offered by the relevant administration
with the PIC issued by NRA.

An option for submission by electronic means of documents and data by insurers and
self-insured persons for payment of cash benefits from PSI through NSSI was made available
in 2015 by drafting and approving a new Ordinance on public social insurance cash benefits.
The Integrated Electronic Data Exchange System (IEDES) of NSSI for applying by electronic
means for the administrative services of payment of cash benefits from PSI. The effect of the
lower administrative burden for the business is estimated at BGN 71,24 million.

The electronic information exchange and cooperation between NRA and other institu-
tions were expanded in 2015 by signing 8 data exchange agreements with NHIF, NSSI, RA,
CRAS, etc. and achieving interoperability between the information systems of the different
institutions. NRA started the implementation of complete administrative service and designed
the following new e-services designated for the other administrations: information from pur-
chase and sale logs under VATA, information about annual tax returns filed pursuant to Arti-
cle 50 of PITA; information about annual tax returns filed pursuant to Article 92 of CITA.
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4. Recommendations and proposals

At this point of time the institutions responsible for the implementation of the measures
planned to attain the strategic objectives (respectively SO1, SO2 and SO3) have not identified
any risks for their implementation within the time limits set in the action plan attached to SNS
2015 —2017. No recommendations and proposals have been made, which could lead to a need
to update the measures under strategic objectives or in the SNS 2015 — 2017.

The completed measures are presented in a table annexed to this analysis. The Strategy
Implementation Monitoring Group does not recommend to update SNS 2015 — 2017 in order
to delete the measures from the action plan because they are of legislative nature and their
effect on economic life and on budget revenues will appear upon their practical application.
Leaving the measures in the action plan will make it possible to track the effect of the imple-
mented measures throughout the whole period of validity of the strategy.

5. ANNEX

Completed measures

. Responsible
Measure No. Title of the measure institution
STRATEGIC OBJECTIVE 1 (SO1) — TACKLING THE SHADOW ECONOMY
1.8. Electronic registers of issued acts NRA, CA

STRATEGIC OBJECTIVE 2 (SO2) — IMPROVING THE TAX COLLECTION

Precluding the possibility of excise duty abuse and evasion (increasing the excise duty
2.1. rates for heavy and marked fuels, bans related to shareholders, owners and managers MF, CA
of persons with outstanding budgetary payments)

2.9. VAT reverse charge mechanism MF

Automatic exchange of financial information in the field of taxation with participating ME

2.12 (additional) jurisdictions

2.13 (additional) | Improving the conditions for voluntary compliance by taxable persons under PITA MF

STRATEGIC OBJECTIVE 3 (SO3) — REDUCING THE COMPLIANCE COSTS

Electronic submission of documents and data by insurers and self-insured persons for NSSI
payment of cash benefits from PSI through NSSI

3.6.

DIRECTOR OF THE TAX POLICY
DIRECTORATE IN MF AND
CHAIRPERSON OF THE SNS
IMPLEMENTATION MONITORING
GROUP:

[signed/

55




