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1. The acquis1 
 
The acquis in this chapter mainly covers indirect taxation, particularly VAT and excise duties, 
while on direct taxation it is limited to legislation on corporate taxation. On the whole, the 
candidate countries have an indirect taxation system close to that of the EC.  
 
VAT was introduced in 1970 by the first and second VAT Directives. The decision on own 
resources for the EC led to the harmonisation of VAT. The sixth VAT directive (77/388/EEC) 
harmonised the basis and the assessment basis and is still the main body of law for VAT, laying 
down all Community definitions and principles, while leaving a number of options to Member 
States.  
 
The acquis in the area of excise duties covers harmonised legislation on mineral oils, tobacco 
products and alcoholic beverages. The legislation lays down the structure of the duty and minimum 
rates. Duty is payable to the Member State in which the product is consumed. All fiscal controls at 
the Community's internal frontiers were abolished in 1993.  
 
Legislation in the area of administrative cooperation and mutual assistance provides instruments 
to circumvent tax evasion and avoidance across the frontiers of Member States by information 
gathering and exchange.  
 
The direct taxation acquis concerns some aspects of corporate taxation and capital duty such as 
administrative cooperation between tax authorities and removing obstacles to cross-frontier 
business activities. There is also a code of conduct for business taxation.  
 
 

                                                 
1 Information largely drawn from the European Commission, DG Enlargement, 
http://europa.eu.int/comm/enlargement/negotiations/chapters/index.htm 
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2. The Negotiations  
 
Chapter opened: July 2001  
Status: provisionally closed in May 2002  
Transitional arrangements:  

�� Turnover threshold to exempt SMEs from VAT set at about € 25,000  
�� VAT exemption for international passenger transport  
�� Special excise regime for fruit growers' distillation for personal consumption  
�� Lower excise duty rates on cigarettes until 31 December 2007  

 
 
3. Position of the European Parliament 
 
In its resolution of 20 November 2002 on the progress made by each of the candidate countries 
towards accession1, Parliament 
�� ...is disturbed to learn that the official estimate of the 'grey' economy comprises some 25% of 

the labour market, thus affecting tax revenues. 
 
 
4. Latest Assessment of the European Commission2 
 
Since last year's report, Bulgaria has made further progress in aligning with the acquis on taxation. 
Although Bulgaria has achieved a good degree of alignment with the acquis, further legislative 
progress is required and the administrative capacity still needs to be significantly strengthened. 
Bulgaria is essentially meeting the commitments it has made in the accession negotiations in this 
field. 
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1 Minutes of the Plenary Session 
2 European Commission, 2003 Regular Report on Bulgaria's progress towards accession 
http://www.europa.eu.int/comm/enlargement/report_2003/pdf/rr_bg_final.pdf 


