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COMPANY FORMATION IN BULGARIA

MAIN FORMS OF COMPANY/BUSINESS IN BULGARIA

Entities in Bulgaria fall under the following categories: resident and non-resident. Resident entities can be 
registered as branches or subsidiaries, which can be limited or shared companies.

SPECIFIC TAX CONCERNS RELATED TO ESTABLISHING A COMPANY

Tax specifics regarding establishing a company include the following: Corporate Income Tax (10%), VAT (20%) 
as VAT registration is mandatory when the annual revenue exceeds BGN 50 000.

LEGAL ISSUES RELATED TO ESTABLISHING A COMPANY

Related legal matters and fees include but are not limited to: government fees, lawyer’s fees, and initial capital, 
which amounts to BGN 2.00 for Ltd and BGN 50 000 for а joint-stock company, 25% of which is required 
upfront, and the rest can be paid within a two-year period.

CULTURAL CONCERNS RELATED TO ESTABLISHING A COMPANY

When choosing a company name, an application must be submitted so as to avoid duplication of names with 
previously registered companies.

OTHER COUNTRY-SPECIFIC ISSUES RELATED TO ESTABLISHING A COMPANY

The established company must have an office, and address and a local bank account.
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PERMANENT ESTABLISHMENT IN BULGARIA:
BRANCH OR SUBSIDIARY?

DEFINITION OF A PERMANENT ESTABLISHMENT

The place of economic activity includes an address, a representative, a bank account, accountant, and having 
a tax registration.

DEFINITION AND MAIN DIFFERENCES BETWEEN A BRANCH AND A SUBSIDIARY

A subsidiary is an independent legal entity, which conducts business on its own behalf, whereas a branch 
conducts business on behalf of the foreign entity, but has an independent bookkeeping and is tax liable 
according to Bulgarian law.

TAX AND ACCOUNTING OBLIGATIONS

Regular tax obligations include: VAT (20%), corporate income tax (10%), and employee income tax (10%), 
and social security (30%).

REGISTRATION FORMALITIES

The minimum initial capital requirements must be met. It is obligatory to draft the memorandum of incorporation, 
which must be submitted in court. There should also be an appointed accountant and a representative; an 
office should be rented, and the tax registration should be completed.

STANDARD LEGAL OBLIGATIONS AND FORMALITIES FOR A BRANCH

There is no minimum initial capital requirement and no memorandum of incorporation is needed. However, an 
accountant and a representative must be appointed; an office, rented; and the tax registration, completed.
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HOW TO HIRE MY FIRST EMPLOYEE IN BULGARIA

MAIN LEGAL STEPS TO FOLLOW TO HIRE A FIRST EMPLOYEE

After the tax registration of the entity, the appointed manager hires the first employee. The signed contract is 
declared before the NSSI at least 3 days before the start date.

DESIGN AND CONTENTS OF AN EMPLOYMENT CONTRACT

The contract must include all but not only the following: position, monthly salary, working hours and paid 
annual leave.

CAN SOMEBODY DO BUSINESS FOR ME AND NOT BE AN EMPLOYEE?

Yes, a company can be hired as a subcontractor, or a physical person can be hired for specific projects, but he/
she will be liable to mostly the same taxes as a regular employee.
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HOW TO READ FINANCIAL STATEMENTS IN BULGARIA

According to Bulgarian Law, both International and National Financial Reporting Standards are applied. IFRS 
are obligatory for large entities. Regardless of the Standards used, the annual financial statements include a 
Balance Sheet, Profit and Loss Statement, Cash Flow Statement, Equity Statement, Notes and Management 
Report.

Please see the following examples.
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