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Abstract: The policy aimed at fiscal decentralisation in Bulgaria started with the democratic changes in 1990. In 1995, the Bulgarian government ratified the European Charter for Local Self-Government, and in 2002 adopted the Fiscal Decentralisation Programme. In this period, the main documents defining the revenue system of Bulgarian municipalities - the Local Self-Government and Local Administration Act
, the Municipal Property Act
, the Municipal Budgets Act, the Local Taxes and Fees Act, the Municipal Debt Act
, etc. were adopted as well. 
This report aims to acquaint the reader with the main characteristics of the revenue system of the Bulgarian municipalities. The main indicators of financial independence of the local authorities are presented and financial data on the structure and dynamics of municipal revenues for the period 2015-2020 are analysed. Based on the analyses made, it is established that essentially Bulgarian municipalities are highly dependent on state transfers and on central authorities funding decisions. The tax autonomy of small and medium-sized municipalities is also very limited. In the conclusion of the report, some recommendations are presented for changing the revenue system of the municipalities in order to increase their financial autonomy.
INTRODUCTION
The policy aimed at decentralisation in Bulgaria started with the democratic changes in 1990. In 1995, the Bulgarian government ratified the European Charter for Local Self-Government, and in 2002 adopted the Fiscal Decentralisation Programme. In this period, the main documents defining the revenue system of Bulgarian municipalities - the Local Self-Government and Local Administration Act, the Municipal Property Act, the Municipal Budgets Act, the Local Taxes and Fees Act, the Municipal Debt Act, etc. were adopted as well.
In 2001, the Government of the Republic of Bulgaria and the National Association of Municipalities in the Republic of Bulgaria signed a Cooperation Agreement. The main goal of the document is the implementation of financial decentralisation and strengthening of the autonomy of local authorities. In 2002, the Council of Ministers adopted a Concept for Financial decentralisation and a Programme for its Implementation for the period 2002-2005. The Concept for Financial decentralisation defined the main areas subject to change related to the separation of the expenditure responsibilities of the state and of the municipalities, the financing of the state expenditure responsibilities entrusted to the municipalities, the financing of municipal expenditure responsibilities and the improvement of the regulatory environment for establishing and implementing municipal budgets. In the same year, the Council of Ministers adopted Decision No 612 on the separation of activities financed through municipal budgets into state and municipal and setting standards for the number of personnel and standards for financing state activities in education, health care, social assistance and social services and culture in 2003. The development of the standards aims at financial assurance of the expenditure responsibilities entrusted by the state to the municipalities in a fair and transparent manner.
During the period 2003-2007, the municipalities received shared revenues from the proceeds from personal income tax. 
Through the amendments to the Local Taxes and Fees Act  (LTFA) entered into force in 2003 municipalities shall be entitled to determine the basis and amounts of local fees listed in the LTFA and shall introduce prices for other services as well by Decree of the Municipal Council. 
Another achievement was the adoption of the Municipal Debt Act (2005). The Municipal Debt Act is the first document adopted by the Bulgarian government specifying the process of debt financing of municipalities. It regulates the matters related to the types of debt, procedures for debt assumption, limitations on debt assumption, procedures for choosing a financial intermediary. With the adoption of this legal act, the actual debt financing of the local authorities in Bulgaria begins. 
In 2007, amendments and supplements to the Constitution of the Republic of Bulgaria were adopted
, since by Art. 141 municipal councils shall be entitled to determine the amount of local taxes under the conditions, in accordance with the procedure and within the limits established by the law. Through this change, Bulgarian municipalities have received for the first time real power to impose taxes. At the end of 2007, the corresponding amendments to the Local Taxes and Fees Act were implemented to reflect the adopted amendments. Local authorities shall set tax rates in accordance with the legal restrictions, but do not have competence in determining the types and taxable base of local taxes. 
The main procedural act is the Tax and Social Security Procedure Code (TSSPC). 
Revenue authorities have certain powers laid down in the TSSPC and substantive Tax Law
 . Their legal capacity is expressed in their competence as a sum of powers assigned to them by law. They operate mainly under the conditions of circumscribed powers. The powers of a revenue authority and a public enforcement authority are laid down in the National Revenue Agency Act and the TSSPC, with municipal administration officers (Article 4 of the Local Taxes and Fees Act
) and customs authorities (Article 104 of the Excise Duties and Tax Warehouses Act) also being treated as revenue authorities. 
The newest legal act concerning local finances is the Public Finances Act. Its provisions entered into force in 2014.
 
The above act summarizes the national fiscal rules, a definition of the consolidated debt of the "General Government" sector is introduced, unified in accordance with the requirements of Council Regulation (EC) No 479/2009 of 25 May 2009 on the application of the Protocol on the excessive deficit procedure. The act highlights the role of programme-based and results-oriented budgeting as a main method of public expenditure management. (Art. 73 of the Public Finance Act clearly and specifically describes the content of the medium-term budget forecast). The act further develops the set of fiscal rules for the "Local Self-Government" sub-sector, including debt. A medium-term goal is set to stick to a balanced budget balance on a cash basis.
The Public Finance Act transposes the main provisions of Council Directive 2011/85/EU of 8 November 2011 on requirements for budgetary frameworks of the Member States
 and Council Regulation (EC) No 479/2009 of 25 May 2009 on the application of the Protocol on the excessive deficit procedure
.
By the adoption of the Public Finances Act, the Municipal Budgets Act was repealed. 
As regards the Financial and Tax Law, it must be mentioned that the researchers from the academic circles of Central and Eastern Europe also try to consider the Financial Law in the modern world, because of their common past and common future: „Financial Law is the most dynamically developing area of the legal orders in all the states throughout the world. It is also a set of the least stable legal norms. Financial Law is a branch of law, which is not codified, i.e. not included in a single code, as it is rather based on incorporation of numerous legal norms. All these factors are very problematic for both legal science, and legal practice and didactics.  Trying to define and systemize Financial Law is a difficult challenge especially as for legal science in the geographical and political area of Central and Eastern Europe […] Regardless of their relationship to the European Union, the states of the Central and Eastern Europe have in common that they have gone through the same historical and socio-political development; this have led to similar problems. Considering the fact that, over the last twenty years, all these states have adapted the market economy systems, their constitutions recognize the principles of democracy, they follow the rule of law and they are so-called open economies interested in joining the continental and global structures (organizations), it is obvious that they may find similar solutions to the problems on hand. Financial Law, as regulation of public financial activities is not an exception to this rule. At many common forums aimed at the issues of Financial Law and public finance of the states of Central and Eastern Europe, we could hear the idea that a destruction of the single (uniform) approach to regulation of public finance would be a rollback leading to limitation of the possibilities to effectively deal with the economic crisis with the help of the tools of Financial Law. "
 
 We fully share and support this opinion
! 
Structure of the municipal revenue system
According to Art. 45 of the Public Finance Act, the municipal budget includes revenues from:  local taxes; fees; services and rights provided by the municipality; disposal of municipal property; fines and financial penalties; interest and penalties; other receipts; financial aid and donations.
Municipal budgets also receive revenues from state transfers, including revenues from a general equalization subsidy, from a subsidy for the financing of activities delegated by the state, from a subsidy for the financing of capital expenditures and other transfers.
According to the European Charter for Local Self-Government (ratified in Bulgaria in 1995), "Local authorities shall be entitled, within national economic policy, to adequate financial resources of their own, of which they may dispose freely within the framework of their powers. Local authorities' financial resources shall be commensurate with the responsibilities provided for by the constitution and the law. Part at least of the financial resources of local authorities shall derive from local taxes and fees of which, within the limits of statute, they have the power to determine the rate". Efforts to develop the revenue system of Bulgarian municipalities should rest on the texts of the European Charter for Local Self-Government. 
Figure 1 shows the structure of revenue in the municipal budgets for the period 2015-2020.
Figure 1. Structure of the revenue in local budgets for the period 2015-2020
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Sources: Ministry of Finance, own calculation
The analysed information shows that the dependence of Bulgarian municipalities on state transfers has been increasing during the investigation period. While in 2015 state transfers constituted 59% of municipal revenues, at the end of 2020 the share of transfers in municipal revenues reached 68%. The main reason for this is the growth of the general subsidy for activities delegated by the state. As a result of an increase in the minimum monthly salary for those employed in the public sector and an increase in the values according to the minimum standards laid down in the mechanism for determining the subsidy in the municipal budgets, revenues from state transfers dominate. 
This trend is defined as negative, since the general subsidy for activities delegated by the state is targeted, and the level of independent decision-making in determining municipal policies and financing of local goods and services is reduced. Referring to the principles set out in the European Charter for Local Self-Government, we should note that the share of the municipalities' own revenues in relation to the total revenues for the investigation period has been decreasing. 
During the investigation period, the share of revenues from municipal fees varies between 11-15%, and the share of revenues from non-tax revenues - between 6-10%. The municipal fees that enter the local budgets are: municipal waste fees; fees for the use of markets, fairs, sidewalks, squares and street lanes; fees for the use of children's kitchens, camps, dormitories and social services financed by the municipal budget; fees for technical services; administrative service fees; fees for the purchase of grave sites; fees for general support activities within the meaning of the Preschool and School Education Act, which are not financed by the state budget and are carried out by the personal development support centres; dog ownership fees; other local fees determined by the law.
The municipal council shall be entitled to independently determine the amount of municipal fees, to introduce new municipal fees and to exempt certain groups from paying certain fees. Traditionally, a major part of the revenue from the fees is used to cover the costs of providing the relevant municipal service or good, i.e. revenues from municipal fees are targeted. 
The scope of non-tax revenues includes revenue and income from property, revenue from default interest, fines and penalties, revenue from the sale of non-financial assets, etc. The municipalities shall be able to independently determine how to spend non-tax revenues.
The share of tax revenues decreased during the investigation period from 15.7% (in 2015) to 14.4% (in 2020). The tax autonomy of the municipalities is gradually decreasing.
The taxes that enter the municipal budgets are the following
 :  The municipal budget receives the following local taxes immovable property tax; inheritance tax; gift tax; tax on acquisition of property for consideration; vehicle tax; patent tax; tourist tax; tax on passenger taxi transport; other local taxes determined by law.:       
An analysis of financial information shows that revenues from inheritance tax and gift tax are extremely low. They constitute less than 0.5% of the tax revenues of the municipalities. For this reason, they are excluded from the analysis of the dynamics of municipal tax revenues. 
Figure 2 shows the structure of local tax revenues for the period 2015-2020.
Figure 2. Structure of local tax revenues for the period 2015-2020
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Sources: Ministry of Finance, own calculation
Based on the data shown in Figure 2, the fiscally significant tax revenues for municipal budgets are the revenues from immovable property tax, the revenues from the tax on acquisition of property for consideration and the revenues from vehicle tax.
The revenues from vehicle tax recorded the most stable values for the period and constitute between 30 and 34% of municipal tax revenues. The increase in revenues from this tax is due to the introduction of new criteria for eco-compliance when determining the tax liability.
Revenue from immovable property tax ranges between 32% and 37%, and revenue from tax on acquisition of property for consideration ranges between 29% and 31%. Revenue from transaction tax are highly volatile and depend on the development and on the phase of the real estate market. The crisis related to the spread of COVID-19 caused an additional revival of the real estate market in large and medium-sized municipalities, and this reflected in higher revenue from transaction tax at the end of 2020.
Revenues from the patent tax and from the tax on passenger taxi transport are more significant in large municipalities characterised by well-developed local businesses. For this reason, their share in municipal tax revenues is not high. Revenue from these taxes equals 2-3% of municipal tax revenue. 
In order to make a more detailed analysis of the structure of municipal revenues in Bulgaria, we will present an analysis of the dynamics of two of the main financial indicators of municipalities, which the Ministry of Finance evaluates from time to time, namely the revenue collectability (collection rate) from immovable property tax and from vehicle tax and share of own revenue in municipal revenues. 
Figure 3 shows the level of collection rate of revenue from immovable property tax and vehicle tax for the period 2015-2020.
Figure 3. Collectibility of revenue from immovable property tax and vehicle tax
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Sources: Ministry of Finance, own calculation
The collection rate of the two main municipal taxes reported an increase during the investigation period. The best values are reported in 2019, when the revenue from vehicle tax reaches a collection rate of nearly 71%, and the revenue from property taxes nearly 75%. Data from the end of 2020 shows that opportunities are still being reported to increase tax collection rate and achieve higher revenues from taxes being investigated. At the level of an individual municipality, appropriate measures should be taken to improve collection rates, including sending notice for voluntary enforcement of tax liabilities.
The indicator "Share of own local revenues in total revenues" represents the share of municipal own revenues (tax revenues, non-tax revenues and revenues from municipal fees) compared to total budget revenues (own revenues, reduced by one-time aid and donations from abroad and transfers to municipalities).
The results of the analysis of this indicator show to what extent the municipalities are independent from the transfers of the central authorities and could conduct a relatively independent financial policy. 
According to the methodology of the Ministry of Finance, "this indicator takes into account the potential of the municipality to collect its own revenues in order to guarantee its financial independence. The higher the percentage of own revenues compared to total revenues, the greater its budgetary autonomy. Municipalities having more than 70% own revenues are considered to have achieved a significant degree of financial independence (limited control by central authorities). Municipalities having more than 50% of their own revenue from the total receipts achieve relative independence".
Figure 4 shows the values of the indicator for the period 2015-2020. 
Figure 4. Own local revenue in total local revenue 
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Sources: Ministry of Finance, own calculation
The analysed data show a deterioration in the financial independence of Bulgarian municipalities and a decrease in the share of own revenues in total municipal revenues from 40.17% to 30.37%. This also shows the increasing dependence of the local authorities in Bulgaria on the decisions of the central authorities and implies taking measures to restart fiscal decentralisation in Bulgaria. 
It should be emphasised that after 2008 no significant measures to increase the financial independence of local authorities in Bulgaria have been taken into account. New local taxes have been being introduced – such as tourist tax, patent tax and tax on taxi transport. Revenues from these taxes, however, have a symbolic meaning for the budgets of most municipalities and do not imply a significant change in the financial situation in the structure of own revenues.
An indicator on the basis of which international comparisons can be made for the autonomy of Bulgarian municipalities is the Local Autonomy Index. 
The Local Autonomy Index (LAI) project started with a call for tenders issued by the Directorate-General for Regional and Urban Policy or the European Commission, which led to a mandate conducted from October 2014 to November 2015. The mandate was to create a comprehensive index of local autonomy in European countries over the period from 1990 to 2014. The index was to provide a basis on which to analyse and report changes in the extent of decentralisation in the countries under scrutiny. The measurement of decentralisation was to go beyond recording the share of funds managed by local authorities and also to capture the extent to which local authorities have a say in how these funds are spent. The project covered 39 countries: all 28 EU member states together with the 3 European Economic Area (EEA) countries (Norway, Iceland, and Liechtenstein) plus Switzerland, a member of the European Free Trade Association (EFTA). Additionally, Albania, Macedonia, Moldova, Georgia, Serbia, Turkey, and Ukraine were included (Andreas Ladner & Nicolas Keuffer (2021)).
In 2021, the second report dedicated to Autonomy Index was published. The analysis included database includes 57 countries, from 1990 to 2020, i.e. almost all the member States of the EU (27), of the CoE (47) and of the OECD (37).
Completely in line with the most important aspects of local autonomy discussed in the literature, the measurement of local autonomy was based on a code book containing 11 variables. Two of the variables (PS and EPD) consisted of 12 sub-variables. For each variable, clear indications regarding the meaning of the categories were given (Ladner, Keuffer, and Baldersheim 2016).
One of the variables forming LAI and determining the nature of the revenue system of local authorities in the respective country is the fiscal autonomy variable. 
Fiscal autonomy can be seen as a basic element of local autonomy even if the European Charter of Local Self-Government does not go very far in its specification of local rights when stating in its article 9.3: "Part at least of the financial resources of local authorities shall derive from local taxes and fees of which, within limits of statue, they have the power to determine the rate" Fiscal autonomy is measured by the extent to which local government can independently tax its population. The variable ranges from no autonomy at all to local government sets rate and base of more than one major tax (such as personal income, corporate, value added, property or sales tax) (LAI II Project, p. 34). 

The values of this variable range between 0 and 4, and the rating scale is as follows: 
· 0 local authorities do not set the base and rate of any tax 
· 1 local authorities set base or rate of minor taxes 
· 2 local authorities set rate of one major tax (personal income, corporate, value added, property or sales tax) under restrictions stipulated by higher levels of government 
· 3 local authorities set rate of one major tax (personal income, corporate, value added, property or sales tax) with few or no restrictions 
· 4 local authorities set base and rate of more than one major tax (personal income, corporate, value added, property or sales tax).
For the period 2015-2020, the value of the Fiscal autonomy variable for Bulgaria is 1. The countries having the highest value for the period (4) are Liechtenstein and Switzerland. Countries having a value of 3 on this indicator are Sweden, Austria, Finland. The average value of the variable for all countries included in the research is 1.65%. We can draw the conclusion that on the basis of the fiscal autonomy variable, Bulgaria comes close to the average values for the representative sample.
Another variable forming the Local Autonomy Index is the Financial transfer system. The variable present the proportion of unconditional financial transfers to total financial transfers received by the local government. The assessment of the variable is between 0 and 3:
· 0 conditional transfers are dominant (unconditional = 0- 40% of total transfers) 
· 1 there is largely a balance between conditional and unconditional financial transfers (unconditional = 40- 60%) 
· 2 unconditional financial transfers are dominant (unconditional = 60-80%) 
· 3 nearly all transfers are unconditional (unconditional = 80-100%)
For the period 2015-2020 the variable financial transfer system for Bulgaria is 0, conditional transfers are dominant in budgets of local authorities. Out of the European countries, only Hungary and Ireland report values of 0. The average value of the variable for the investigation countries for the period is 1.58. The countries reporting the maximum value of the variable are Norway, Malta, Greece, France, etc.
The overall score of the Local Autonomy Index (based on calculations for each individual variable) for Bulgaria is 59.66. The average for the countries in the research is 57.16. The countries having the lowest reported values of the index are Russia (37.87) and Belarus (38.49). The countries having the highest values of the indicator are Sweden (76.19), Switzerland (76.98), Denmark (75.59) and Iceland (76.21).
And based on the values of the Local Autonomy Index, it can be concluded that Bulgaria is approaching the average values reported for the investigation countries. 
Recommendations for increasing municipal revenues in Bulgaria
Substantial recommendations as regards the current legislation in the field of local taxes, including fees, have been made in the subsequent assessment of the impact of the Local Taxes and Fees Act, which is made according to the Statutory Instruments Act
 in the Republic of Bulgaria
. The conclusion is that, in general, the level of financial decentralisation in Bulgaria can be assessed as low. The assessment report states that the implications of the problems can be summarised in the following main points:
 o Existence of a permanent structural deficit in the municipalities, caused by the discrepancy between expenditure responsibilities and revenue base;
 o Complex, non-transparent and frequently changing system of transfers; 
o Limited powers of municipalities over the management of local finances, including municipal (local) budgets; 
o Inconsistency between the structural changes in the state and the reduction of financial relations between the municipalities and the central authorities; 
o Municipalities' budget revenues - highly dependent on transfers (shared taxes and subsidies);
 o Existence of significant inter-municipal differences as regards the quality and scope of public services;
 o Decreasing funds for municipal investments and as a result - decapitalisation of municipal infrastructure.
Based on the information presented, we could conclude that Bulgarian municipalities are highly dependent on state transfers. Moreover, in small and medium-sized municipalities, revenues from state transfers often make up nearly 70% of municipal revenues. In order to strengthen the financial independence of Bulgarian municipalities and for local authorities to make relatively independent decisions about the goods, services and infrastructure they provide, it is necessary to look for sources of municipal revenues.
Local authorities in many European countries receive revenue from shared taxes. The central authorities most often shares revenues from corporate tax and personal income tax. Examples of countries where tax revenue is shared are Germany, Poland, Portugal, Slovenia and the Czech Republic.
Some authors consider revenue from shared taxes as a type of state transfer. But in the hypothesis that the revenues are distributed on the basis of the territory of the municipality where they are generated and the municipalities are entitled to independently determine the spending of the funds, then these revenues can be perceived as a significant addition to the own revenues. This type of revenue can stimulate the municipality to support local economic development and local business (main sources of revenue).
In the past, during the period 2003-2007, the Bulgarian municipalities received part of the proceeds from taxes on personal income in the form of shared revenues. The funds from the revenues from the shared tax are used to cover the costs of the activities delegated by the state to the municipalities. Local governments are not allowed to decide how to spend their revenues and are dependent on the decisions of the central authorities. In 2008, the revenues from the personal income tax is no longer used as a component that forms the funds granted to the municipalities as state transfers, and to date the municipalities do not receive shared revenues.
For several years now, the National Association of Municipalities in the Republic of Bulgaria has been sharing and working for the introduction of new models for sharing some of the tax revenues between the state and municipalities (for example, personal income tax, corporate tax) and for expanding the powers of local authorities in the collection rate of these sources of revenue which are new for them.
According to a 2018 report of the Institute of Market Economy, "There is some consensus among experts that a good first step in the direction of fiscal decentralisation would be to share one-fifth of revenue from income tax with the municipalities. With revenues from the personal income tax set in the 2018 budget of BGN 3.372 million, the transfer of such a portion of the revenues would increase the municipalities' own revenues by nearly BGN 675 million or by 30.4%".
The main questions before this proposal are:
· Determining the methodology according to which the funds will be distributed - on the basis of pre-set criteria, similar to the criteria laid down in the determination of state transfers or on the basis of the place of receipt of revenue.
· Determining the nature of the funds received - whether they will be used for targeted or non-targeted purposes.
· The authorities that will be responsible for the administration and control of the process.
In the hypothesis that the revenues that come to the budgets of the municipalities are non-targeted and the criterion for sharing the place of revenue generation is followed, the municipalities will increase their financial independence and will have an incentive to develop the local economy.

Other proposals for increasing municipal revenues are updating the tax assessment base of immovable property. The tax assessment base has not been updated since 2006, and market prices are many times higher than tax assessments in many municipalities. The update of the tax assessment will result into more revenue from immovable property tax and tax on acquisition of property for consideration.

Also, revenue can be increased by improving collection rate and introducing new taxes. However, the introduction of new taxes should be done very carefully and after a detailed analysis of the social tolerance of citizens.
CONCLUSION
The revenue system of local authorities in Bulgaria has undergone significant development since the democratic changes. Gradually, the key legal acts defining local finances have been adopted, and municipalities have obtained powers to impose taxes as well as a certain degree of autonomy. In summary, after 2008 there have been no steps towards increasing the level of fiscal decentralisation in the country. The last significant change in the field is the adoption of the Public Finance Act and the introduction of new rules related to the compilation and reporting of municipal budgets. 
The analysed financial indicators show that the share of tax revenues in own revenues decreased during the period 2015-2020, and Bulgarian municipalities has become more and more dependent on state transfers. According to the Local Autonomy Index, Bulgarian municipalities are characterised by acceptable financial autonomy, but at the same time targeted transfers dominate in the municipal budgets.
There are prerequisites for searching for new sources of revenue in order to increase the financial autonomy of Bulgarian municipalities. New sources of revenue can be provided by introducing shared revenues for municipalities, updating the tax assessment base of immovable property, improving collection rate, introducing new local taxes. Financial Law has a lot of challenges nowadays due to the complicated correlations and relations with the EU Law, Financial System and Public Finances of the EU.
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�  Prom. SG, issue 77 of 17 September  1991, last amended SG, issue 9 of 02 February 2021


�  Prom. SG, issue 44 of 21 May 1996, last  supplemented SG, issue 17 of 26 February 2021


�  Prom. SG, issue 34 of 19 April 2005, last amended SG, issue 66 of 01 August 2023


�  According to the generally accepted national legal doctrine, tax relations, which are a type of financial legal relations, are covered by the first and fourth group of public relations which fall within the scope of regulation of Financial Law – those that arise from the distribution of national revenue through taxes, the inflow of funds to the budget and control over this activity. For the purposes of the analyses, the hierarchy of legal acts in the legal system of the Republic of Bulgaria should be reviewed. First, the Bulgarian National Legal Framework includes some basic articles of the Constitution of the Republic of Bulgaria (CRB). CRB introduces the principle that taxes should be established by law (Rule of Law) - through Article 60, para 1, according to which "Citizens shall pay taxes and duties established by law proportionately to their income and property". Paragraph 2 of the same article introduces the second fundamental principle of Tax Law – that all tax concessions or surtaxes must also be established by law. The purpose of the principle that taxes must be defined by law is to guarantee interference into the private domain of taxpayers to the extent and in the manner required by public interest. From the requirements of Article 60 of CRB it follows that the determination of all elements of a specific tax must be made by law adopted by the Bulgarian Parliament (the National Assembly). The Rule of Law principle (establishing taxes by law), reiterated in Article 84(3) of the Constitution, provides for a horizontal distribution of powers among various authorities, reserving taxation of citizens and corporations in the exclusive competence of Parliament. However, the principle of ability to pay remains regulated only as a principle to be respected when taxing citizens and not entities. Therefore, from a capacity to pay perspective, the computation of corporation tax based on the accounting result is not in dispute. Other CRB provisions regulating taxation are: Article 84, item 3, according to which the National Assembly is the body which establishes taxes and determines the size of state taxes – an exclusive obligation which it cannot delegate to the executive power; Article 85, para 1, item 4, according to which the National Assembly ratifies or denounces by law all international treaties which contain obligations for the treasury; Article 98, item 12 – the President is the body which may cancel uncollectible debts to the State; Article 141, para 3 – the municipal council is the body which determines the size of local fees by a procedure established by law. Article 141(3) and (4) of the Constitution sets out the vertical distribution of powers between central and local authorities� in relation to taxes and fees. The vertical distribution of powers has led to the adoption of special taxation of enterprises, as most Bulgarian municipalities lack the administrative capacity to control the collection of local taxes and rely on voluntary payment.


� Legal Definition § 1, p. 1 AP APC: "An administrative body" shall be the body which belongs to the system of the executive power, as well as every body which has administrative powers, authorised on the ground of a law.


�  Finally, when we are talking about the Local financial administration, Article 41 of the Charter of Fundamental Rights of the European Union is Not applicable, but it is integral part of the Bulgarian legislation.


� Prom. SG, issue 15 of 15  February 2013, amended SG, issue 95 of 08 December 2015, amended and supplemented SG, issue 43 of 07 June 2016, amended and supplemented SG, issue 91 of 14 November 2017, amended and supplemented SG, issue 98 of 17 November 2020


� OJ L 306, 23.11.2011, p. 41–47


� OJ L 145, 10.6.2009, p. 1-9


� MRKÝVKA, Petr (ed.) System of Financial Law : General Part : Conference Proceedings. 1st ed. Brno : Masaryk University, Faculty of Law, 2015. 432 p. Publications of the Masaryk University, theoretical series, edition Scientia p.18


� Mihaylova-Goleminova, S. Predizvikatelstva pred darzhavite chlenki i kandidatkite za chlenstvo v Evropeyskia sayuz v oblastta na danachnoto oblagane i finansovoto pravo. S.: Siela, 2019, p.332 and Mihaylova-Goleminova, S. Bulgarian Financial Law and the European Legal and Financial System. // Financial Law Review, 2018, No 4, p. 39-50. 





� Local Taxes and Fees Act: Art. 1. (1) (New – SG, issue 119 of 2002, effective since 01.01.2003, ex art. 1, supplemented – SG, issue 110 of 2007, effective since 01.01.2008) The following local taxes shall accrue to the municipal budgets� HYPERLINK "https://e-ciela.net/specializirani-produkti/38-siela-schetovodstvo.html?utm_source=lex.bg&utm_medium=laws&utm_campaign=lex_context&utm_id=1" \t "_blank" \o "Ciela Accounting legal information system" ��:


1. � HYPERLINK "https://e-ciela.net/specializirani-produkti/38-siela-schetovodstvo.html?utm_source=lex.bg&utm_medium=laws&utm_campaign=lex_context&utm_id=1" \o "Ciela Accounting legal information system" \t "_blank" �� immovable property tax;


2. � HYPERLINK "https://e-ciela.net/specializirani-produkti/38-siela-schetovodstvo.html?utm_source=lex.bg&utm_medium=laws&utm_campaign=lex_context&utm_id=1" \o "Ciela Accounting legal information system" \t "_blank" �� inheritance tax;


3. � HYPERLINK "https://e-ciela.net/specializirani-produkti/38-siela-schetovodstvo.html?utm_source=lex.bg&utm_medium=laws&utm_campaign=lex_context&utm_id=1" \o "Ciela Accounting legal information system" \t "_blank" �� gift tax;


4. � HYPERLINK "https://e-ciela.net/specializirani-produkti/38-siela-schetovodstvo.html?utm_source=lex.bg&utm_medium=laws&utm_campaign=lex_context&utm_id=1" \t "_blank" \o "Ciela Accounting legal information system" �� tax on acquisition of property for consideration;


5. � HYPERLINK "https://e-ciela.net/specializirani-produkti/38-siela-schetovodstvo.html?utm_source=lex.bg&utm_medium=laws&utm_campaign=lex_context&utm_id=1" \t "_blank" \o "Ciela Accounting legal information system" ��vehicle tax;


6. (revoked – SG, issue 106 of 2004, effective since 01.01.2005, amended, SG - issue 110 of 2007, effective since 01.01.2008; patent tax;


7. (New – State Gazette (SG), issue 98 of 2010, effective since 01.01.2011); tourist tax;


8. (New – State Gazette (SG), issue 97 of 2017, effective since 01.01.2018) tax on passenger taxi transport;


9. (Ex item 7 - SG, issue 98 of 2010, effective 01.01.2011), ex item 8 - SG, issue 97 of 2017, effective since 01.01.2018) other local taxes determined by the law � HYPERLINK "https://e-ciela.net/specializirani-produkti/38-siela-schetovodstvo.html?utm_source=lex.bg&utm_medium=laws&utm_campaign=lex_context&utm_id=1" \o "Ciela Accounting legal information system" \t "_blank" ��


(2) (New – SG, issue 110 of 2007, effective since 01.01.2008) The municipal council shall determine by a decree the amount of taxes under para. 1 under the conditions, according to the procedure and within the limits determined by this law. � HYPERLINK "https://e-ciela.net/specializirani-produkti/38-siela-schetovodstvo.html?utm_source=lex.bg&utm_medium=laws&utm_campaign=lex_context&utm_id=1" \o "Ciela Accounting legal information system" \t "_blank" ��


(3) (New – SG, issue 110 of 2007, effective since 01.01.2008) When by the end of the previous year the municipal council has not determined the amount of local taxes for the current year, local taxes shall be collected based on the effective amount as at 31 December of the previous year. � HYPERLINK "https://e-ciela.net/specializirani-produkti/38-siela-schetovodstvo.html?utm_source=lex.bg&utm_medium=laws&utm_campaign=lex_context&utm_id=1" \t "_blank" \o "Ciela Accounting legal information system" ��


(4) (New – SG, issue 110 of 2007, effective since 01.01.2008) No changes are allowed in the amount and method of determining local taxes adopted by the municipal council during the year.





� Prom. SG, issue 27 of 03 April 1973, amended SG, issue 65 of 21 July 1995, supplemented SG, issue 55 of 17 June 2003, amended SG, issue 46 of 12 June 2007, amended and supplemented SG, issue 34 of 03 May 2016.


�  Carried out under a project financed by Operational Programme "Good Governance" - "For better public management: institutionalisation of the impact assessment process in the state administration co-financed by the European Social Fund of the European Union", on: II. lot: "Performing practical impact assessments of legislation and policies. See here: � HYPERLINK "https://www.strategy.bg/Publications/View.aspx?lang=bg-BG&categoryId=16&Id=234" �https://www.strategy.bg/Publications/View.aspx?lang=bg-BG&categoryId=16&Id=234� [accessed 10 August 2023]
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