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TAX ASPECTS OF CONCESSION AGREEMENTS

~.

AIM OF RESEARCH

Analysis of the taxes levied (VAT, CIT, local taxes) and the
financial regime of concession agreements in Bulgaria.

e Concessions served as a primary instrument for the construction of
key infrastructure and the provision of services of public interest In
XIX and XX centuries.

o Contemporary concessions have transcended their historical role
as Instruments of industrial growth, emerging as sophisticated
contractual frameworks predicated on the allocation of operating
risk in accordance with CJEU preliminary rulings.

Assessment of the significance of tax aspects for the
efficiency of public-private partnerships and sustainable
Infrastructure development.

Comparison between Bulgarian and European legislation
with the support mechanisms for concessionaires in Africa.
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e Burden on concessionaires, characterized by the application of standard tax rules without specialized tax relief for the concession activity, regardless of the specifics
of the concession object. Any asset acquired, constructed, installed, created, and / or financed by the concessionaire shall become the state / municipal property.

o VAT Is applied to concession payments, often involving complex treatment of "barter" transactions for infrastructure. The right to deduct input tax remains strictly tied
to taxable outputs, offering no simplified recovery of VAT procedures for the costs of the acquired assets / improvements made related to the concession object.

e The profit of the concessionaire is taxed under the standard rules of the Bulgarian Corporate Income Tax Act (“CITA”) without specialized tax treatment applicable.
The recognition of costs and depreciation of assets may not be recognized for tax purposes depending on the accounting standard that the concessionaire applied
since CITA does not adopt a uniform approach.

e Local taxes and fees are non-negotiable and are both applicable to the object of the concession regardless of the revenue generated. Concessions for the extraction
of underground resources are burdened by specific annual installments, which could have been defined as additional tax at the time of their adoption into the

Bulgarian legislation.




