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Draft bill implementing DACG6 pending final

On 27 November 2019 the Bulgarian Parlia-
ment adopted, on a first (preliminary) read-
ing, the draft bill implementing the Council
Directive 2018/822/EU of 26 May 2018
amending Directive 2011/16/EU as regards
mandatory automatic exchange of infor-
mation in the field of taxation in relation to
reportable cross-border arrangements (the
so-called “DAC6”) into the local legislation.

In brief, under DAC6 intermediaries and,
ultimately, taxpayers are subject to new re-
porting obligations with respect to cross-
border tax planning arrangements that
meet certain features (“hallmarks”).

The provisions will take effect on 1 July
2020, with specific transitional measures
applicable to arrangements implemented
between 25 June 2018 and 30 June 2020.

Transposition into Bulgarian law

The draft bill overall follows the DAC6
scope, hallmarks and reporting require-
ments. Its key aspects are summarised be-
low:

Scope

The scope of reporting will include poten-
tially aggressive tax arrangements concern-
ing two or more EU Member States or an
EU Member State and a third country.

“Arrangements”, which are defined broadly
to include an agreement, scheme, plan,
transaction, etc. or series thereof, can in-
volve several parts or stages of implemen-
tation or execution.

VAT, customs duties and excise duties are
outside the scope of the new reporting re-
gime.

Hallmarks

The DACG6 reporting obligations focus on
cross-border tax planning arrangements
that meet certain hallmarks intended to
highlight potential risk of tax avoidance.
The reporting obligation only arises if one
of these hallmarks is triggered.

The hallmarks under the Bulgarian draft
bill follow those under DAC6. No additional
hallmarks are introduced.

In line with DACS, certain hallmarks trigger
reporting obligations only where obtaining
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of a tax advantage is the main benefit or
one of the main benefits of the arrange-
ment.

While other hallmarks trigger reporting in
all cases, regardless of whether obtaining a
tax advantage is the main benefit or not.

Reporting obligations

The reporting obligation falls on the inter-
mediary or the taxpayer according to de-
tailed rules regarding the parties and ju-
risdictions involved.

A reference to a reportable cross-border
arrangement will also be made in the an-
nual tax return of the taxpayer.

Where bound by professional (legal) priv-
ilege, an intermediary will be exempt from
reporting obligation, unless the taxpayer
explicitly consents to it. An intermediary
exempt from reporting obligations will
nevertheless have to notify the Bulgarian
National Revenue Agency of other exist-
ing intermediaries under the reportable
arrangement, or the relevant taxpayer, re-
gardless of whether the reporting obliga-
tion for them may arise in another EU
Member State. The latter notification re-
quirement is not based on the DACG.

The reporting obligations will start to ap-
ply as of 1 July 2020, but will cover ar-
rangements implemented after 25 June
2018, which will have to be disclosed ret-
rospectively.

Penalties

Administrative penalties for not filing a
DACS6 report can be up to BGN 10 thou-
sand / approx. EUR 5 thousand.

Next steps and takeaway

By 4 December 2019 members of the Par-
liament can propose amendments in the
draft bill, while the final legislation should
be adopted in the weeks following (not
later than the end of December 2019).

No official guidance has been prepared (or
announced to be expected) by the Bulgar-
ian tax authorities at this stage. Certain
open questions would remain in practice
with respect to the interpretation of some
of the rather widely defined hallmarks.

© 2019 PwC. All rights reserved. PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity.

Please see www.pwc.com/structure for further details. This content is for general information purposes only, and should not be used as a substitute for
consultation with professional advisors. PwC helps organisations and individuals create the value they’re looking for. We're a network of firms in 157
countries with more than 195,000 people who are committed to delivering quality in assurance, tax and advisory services. Find out more and tell us
what matters to you by visiting us at www.pwc.com


http://www.pwc.com/eudtg
mailto:orlin.hadjiiski@pwc.com
mailto:elizabeth.sidi@pwc.com

