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Abstract  

 

In 2013, the Fourth and Seventh Directives were replaced by a new Accounting Directive – Directive 

2013/34/EC. The Directive is the outcome of EU aspirations to ease the business environment of small 

and medium-sized enterprises by simplifying the requirements with regard to reporting and mandatory 

disclosures for that category of enterprises. The entities of the practical sector (public and private limited 

liability companies, partnerships, general partnerships, etc.) come within the scope of the Directive. The 

scope of the Directive excludes non-profit legal entities. The provisions of the Directive should, for the 

first time, be applied with regard to financial statements for reporting years beginning on or after January 

1, 2016. Being an EC Member State, the Republic of Bulgaria has to transpose the Directive into the 

national accounting legislation by July 2015. The emphasis in this article is put on the basic problematic 

areas which occur in the process of the transposition of the Directive. As the possible solutions are based 

on established traditions and practices, the authors of this article try to identify the solutions to these 

problems taking into consideration the requirements imposed by the Directive itself. Four principal prob-

lems are defined in the article: should there be a new Accounting Law and what should it include; should 

the Accounting Law include accounting principles; what groups and categories of enterprises should be 

differentiated and which accounting basis should be applied by any of them.  

 

Keywords: harmonization, accounting directives, accounting law.  

 

 

Streszczenie 

Regulacje rachunkowości w Bułgarii obecnie i w przyszłości  

 

W 2013 r. czwarta i siódma dyrektywa zostały zastąpione nową dyrektywą – dyrektywą 2013/34/WE 

o rachunkowości. Dyrektywa ta jest wynikiem dążenia UE do ułatwienia funkcjonowania małych i śred-

nich przedsiębiorstw poprzez złagodzenie wymogów dotyczących sprawozdawczości i obowiązkowego 

ujawnienia informacji dla tej kategorii jednostek gospodarczych. Dyrektywa obejmuje firmy z sektora 

realnego (spółki publiczne i prywatne z ograniczoną odpowiedzialnością, spółki partnerskie, spółki jawne 

itp). Z zakresu dyrektywy wyłączone są podmioty prawne non-profit. Przepisy dyrektywy powinny być 

zastosowane po raz pierwszy w sprawozdaniach finansowych za lata obrotowe rozpoczynające się 
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1 stycznia 2016 r. lub po tym dniu. Jako członek Wspólnoty Europejskiej Bułgaria powinna dokonać 

transpozycji dyrektywy do swego prawa księgowego do lipca 2015 r. Autorzy artykułu koncentrują się na 

głównych obszarach problemowych pojawiających się w trakcie transpozycji dyrektywy. Wychodząc 

z ustalonych tradycji i praktyk rachunkowości, autorzy opracowania podejmują próbę ich identyfikacji 

i możliwych rozwiązań problemów w kontekście wymagań stawianych przez samą dyrektywę. W artykule 

omówiono cztery główne zagadnienia: czy powinna być wprowadzona nowa ustawa o rachunkowości 

oraz co powinna zawierać; czy ustawa o rachunkowości powinna zawierać zasady rachunkowości; jakie 

grupy i kategorie jednostek gospodarczych powinny zostać zdefiniowane i jakie zasady rachunkowości 

powinny być przez nie stosowane.  

 

Słowa kluczowe: harmonizacja, dyrektywy z zakresu rachunkowości, ustawa o rachunkowości.  
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Introduction  
 

Two Accounting Directives
1
 and one Regulation

2
 of the European Parliament have 

had the most substantial influence on the regulatory framework in the Republic of 

Bulgaria over the last twenty years. In 2013, the Fourth and Seventh Directives were 

replaced by a new Accounting Directive – Directive 2013/34/EC. The Directive is the 

outcome of EU aspirations to ease the business environment of small and medium-

sized enterprises by simplifying the requirements with regard to reporting and manda-

tory disclosures for that category of enterprises. The entities of the practical sector 

(public and private limited liability companies, partnerships, general partnerships, 

etc.) come within the scope of the Directive. The provisions of the Directive should, 

for the first time, be applied with regard to financial statements for reporting years 

beginning on or after January 1, 2016. Being an EC Member State, the Republic of 

Bulgaria has to transpose the Directive into the national accounting legislation by July 

2015. The transposition of the Directive leads to changes in the applicable regulatory 

accounting framework. Currently, there is only a small number of publications on 

these issues in the specialized literature.  

The purpose of this article is to outline the main challenges facing the regulatory 

framework of accounting in Bulgaria in connection with the transposition of Directive 

2013/34/ЕU. The main thesis that has been derived is that the process of transposition 

should be regarded as an opportunity for overcoming some contradictions and weak-

nesses existing in the applicable regulatory framework.  

The historical approach, in addition to inductive and deductive methods have been 

applied in order to achieve the aim. A retrospective analysis of the stages in the de-

velopment of the regulatory accounting framework in Bulgaria, as well as a question-

naire survey of professional accountants’ opinions were performed.  

 

 

 

 

 

                                                      
1 The Fourth Council Directive of 25 July 1978 , based on Article 54, paragraph 3, item (g) of the 

Treaty on the annual accounts of certain types of companies (78/660/EEC); and the Seventh Council 

Directive of 13 June 1983 based on Article 54, paragraph 3, item (g) of the Treaty on consolidated ac-

counts (83/349/EEC).  
2 Regulation (EC) no. 1606/2002 on the application of IAS. Pursuant to Regulation (EC) no. 

1606/2002 of the European Parliament and of the Council of 19 July 2002 on the application of interna-

tional accounting standards by the companies whose securities are admitted to trading on a regulated 

market of whichever Member State. These companies should prepare their consolidated accounts in 

conformity with IFRS, and are subsequently exempt from the most of the requirements established in 

Directives 78/660/EEC and 83/349/EEC.  
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1. Historical stages in the development  

of Accounting Law in the Republic of Bulgaria  
 

The development of the regulatory basis of accounting in the modern history of Bul-

garia has passed through different stages under the influence of a mixture of socioec-

onomic and political factors of the subjective environment. From a chronological 

perspective, the following main stages in the statutory regulation of accounting could 

be differentiated:  

 

First stage – regulatory control on accounting of Bulgarian business 

entrepreneurship within the boundaries of the Ottoman Empire (the 1830s–1897) 

 

During the first half of the 19th century, when the Bulgarian territories fell within 

the boundaries of the Ottoman Empire, the initial steps were made towards a systemic 

and consequent application of certain unwritten rules for the reporting of the business 

activities of Bulgarian entrepreneurs – merchants, craftsmen and farmers. Accounting 

was regarded, above all, as a practical activity of „keeping the account books” for the 

needs of the merchants themselves and for determining their tax liabilities to the Em-

pire. Accounting knowledge started to be disseminated through printed handbooks 

and collected volumes, as well as through highly educated Bulgarians who had gradu-

ated from prestigious universities in Western Europe and Russia.  

Commercial Law was adopted in the Ottoman Empire in the middle of the 19th 

century, which became effective as of the beginning of 1850, and for the first time it 

established regulations on merchants’ liabilities and requirements to bookkeeping. 

The law contained provisions on the obligatory account books, which had to be kept 

and signed by every merchant. Rules limited in number and scope were introduced 

with regard to the form and method of book entries, initial recording and the revalua-

tion of property. There were no special requirements to the form and contents of the 

annual closure of accounts, nor to the obligation for their public disclosure (with the 

exception of joint-stock companies). The keeping of records was organized by the 

merchants themselves, and the larger business entrepreneurship started selecting and 

appointing intelligent and highly educated and experienced people to be responsible 

for the collection and processing of reporting information and for its summation in the 

form of annual statements. The figure of the accountant had not yet represented an 

independent profession and a paid job position. No professional organizations of ac-

countants existed at that time. By the end of the 19th century, accounting knowledge 

continued to be obtained and developed on the grounds of entrepreneurs’ empirical 

experience and practice, as well as from the limited number of written manuals and 

books of accounting written in Bulgarian and Greek.  
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Second stage – laying down the fundamentals of legislative regulation 

of accounting in Bulgaria (1898–1950) 

 

Taking into consideration the place and significance of the accounting regulatory 

framework, this stage is more appropriate to be divided into the following two phases: 

  

1. Regulation of accounting through the common commercial legislation  

– encompassing the period from 1898 to the end of 1921 

The economic and political progress of the Principality of Bulgaria at the end of 

the 19th century imposed the legislative differentiation of business entrepreneurships 

as legal entities – merchants. The first Bulgarian Commercial Law, which regulated 

the public relationships between business units, came into force at the beginning of 

1898. It was approved that the regulatory accounting framework should be part of the 

commercial legislation.  

A separate chapter of the Commercial Law stipulated the obligation of every mer-

chant (general partnership, limited partnership or joint-stock company) to keep three 

types of account books. The requirements to opening, keeping, signing-off and the evi-

dentiary effect of each book were also consistently described. Here, as in the Com-

mercial Law of the Ottoman Empire, foremost comes the form and method of entry in 

the books, and not the substantial aspect of the accounting form and the applicable 

methods of simple (unigraphic) or systematic (diplographic) accounting records.  

No obligations or criteria to the individuals keeping the account books were intro-

duced. Those people were not determined by law; their figure was not even men-

tioned. The presumption was that merchants keep and bear the responsibility for their 

account books by themselves.  

Accounting continued to have a primarily practical application. Theoretic formula-

tions were adopted and translated from foreign authors. Accounting knowledge was 

transferred by practicing accountants (bookkeepers), and it was also acquired in a small 

number of secondary trade schools. The written sources were limited in the number of 

Bulgarian handbooks, collected volumes and manuals adapted from Russian and 

German. The „scientific” disputes in accounting were about the issues concerning the 

number, type, denominations, classification and the arrangements of keeping the trade 

books (account books).  

 

2. Specialized legislative regulations of accounting – encompassing the period 

from 1922 until the end of 1950 

The beginning of the specialized accounting framework was marked in 1922 with 

the first Law on Account Books (1922–1935) coming into force. The provisions of the 

Commercial Law adopted in 1897 were reproduced in broad outlines. The new points 

were connected with the possibilities for the merchants to use optional account books, 

apart from the compulsory ones. The scope of persons exempt from the obligation of 

keeping account books was also determined. Certain progress was observed in the 
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evaluation of properties, receivables and debts, where the „rule of the lowest value” 

was required to be applied, which actually aimed at presenting the property at its real 

value and protecting the interests of the owners and creditors. The requirement for the 

balance sheet and the inventory sheet to be signed by the owner of the enterprise and 

by the preparer of the statement (the accountant) was introduced for the first time.  

The period from the beginning of 1922 until the end of 1935 was characterized by 

an exceptionally stable regulatory accounting framework, in contrast to the national 

economic and political cataclysms.  

By the initiation of the Institute of Sworn-in Chartered Accountants, a Decree-Law 

on Account Books was adopted in 1935 and was effective from 1 January, 1936 until 

the end of 1947. In many respects it reproduced the provisions of the Law on Account 

Books of 1921. In view of eliminating the conflicts between the accounting and tax 

regulations, the scope of those obliged to keep account books, and respectively those 

exempt from that obligation, was revised. That Decree-Law provided more detailed 

requirements to property evaluation in the Balance Sheet, while the „rule of the low-

est value” continued to be applied. In the middle of the 1940s, an orderly system of 

„typical charts of accounts” was developed for the separate economic sectors. The 

figure of the accountant and his place in the management structure of an enterprise 

was again out of the scope of the mandatory legislative regulation.  

During that period, the relationship and the strong influence of the tax system on 

accounting started clearly to come to light. Accountancy as a profession, as a practical 

activity, was for the first time put in a more distinct and detailed regulatory frame-

work established by the Ministry of Finance.  

Significant advancement was marked in the sphere of professional development 

and the uniting of accountants. The education and training of accounting clerks at the 

Higher Institutions in Sofia, Svishtov and Varna started at the beginning of the 1920s. 

The scientific fundamentals of accounting were established in Bulgaria. Nevertheless, 

during that period, „The science and practice of accounting are quite young in our 

country. The first of them is rather uncertain, while the second one is too routine” 

(Bochev, 1922, p. 6). In 1923, the professional organization Institute of Accountants 

in Bulgaria was established on a voluntary principle. Later on, in 1931, the Institute of 

Sworn-in Chartered Accountants was established by a special law with the aim of 

strengthening the accounting profession, maintaining and improving the quality of 

accounting work and supervising accounting personnel’s activities, while exercising 

high professionalism and strict financial control over the reporting and spending of 

properties and valuables. The activities of the Institute of Sworn-in Chartered Ac-

countants were brought under the control of the Ministry of Finance.  

A preparation for the transition to a statutory regulation of accounting, in line with 

the requirements of the centrally planned economy, was initiated during the later years 

of the second stage. The new Law on Account Books came into force from the begin-

ning of 1948. New criteria regarding the obligations and exemptions of keeping ac-

count books were introduced. The range of accounting items was extended along with 
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the requirements for their evaluation and presentation in the inventory of the enter-

prise. The classification of accounts was specified as well. Typical charts of accounts 

were approved for industry, commerce and banking. The cases in which a respective 

account should be used, as well as the documenting of each business transaction, were 

described in detail. It was an analogue of the contemporary financial statement in-

volving: annual inventory, annual balance sheet, and an annual profit and loss account 

were introduced. Due to the political instability, that law was effective only for the 

duration of a single year.  

The first Bulgarian Accounting Law was developed at the end of 1948 and came 

into effect as of 1 January, 1949. It was built on the fundamentals of the repealed Law 

on Account Books by introducing insignificant terminological amendments on the 

one hand, and by significant further development of statutory regulation on the other. 

Accounting as a practical activity could be performed only by persons with a recog-

nized accounting qualification. The structure, rules, responsibilities and obligations of 

the so-called „responsible accountant” were also stipulated.  

The Institute of Sworn-in Chartered Accountants was closed down. Instead, a Ser-

vice of Accounting was established with the Ministry of Finance, which was respon-

sible for the education, qualification and indexing of accounting personnel.  

The aims of the Law on Account Books of the year 1947 and the Accounting Law 

of 1948 were to accomplish the transition to an overall statutory regulation and meth-

odological guidance of accounting in the People’s Republic of Bulgaria in accordance 

with the socialist state ideology.  

 

Third stage – static sublegislative unification of the regulatory framework 

 in the People’s Republic of Bulgaria (1951–1990) 

 

At the beginning of 1951, the notion that accounting should be comprehensively 

regulated not by laws but by regulations was adopted. For the socialist system, the 

„planning” function turned out to be of prime importance while accounting and con-

trol took second place. The long-term process of static unification of Bulgarian account-

ing with the accounting of the USSR and the counties of the socialist block was estab-

lished. Ordinances and instructions were developed and approved with the aim of 

strengthening the government system in the field of accounting and observing a strict 

regime of economy. The fundamental regulatory acts in the field of accounting during 

that period of time were the Regulation on Accounting, the Ordinance for Chief Ac-

countants, the Regulation on Documents and Recordings, and other regulations spelling 

out the rules of reporting separate accounting items.  

A unified organization of accounting system in the enterprises was set up at a na-

tional level and it involved:  

 an overall and complete regulatory framework of accounting thanks to the detailed 

and all-embracing methodological guidance accomplished by the structures of 

the Ministry of Finance whose principal aim and objectives were reduced to the 
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elaboration of a unified accounting methodology applicable to each stage of the 

reporting process;  

 unification of the organization of accounting work, accounting forms (entry mem-

os, ledgers and account vouchers), adoption of unified charts of accounts, regula-

tion of structure, functions and objectives of accounting departments at the enter-

prises.  

The accounting information turned out to be a public resource used for statistical 

purposes and formed the basis for drawing up plans and forecasts on the future devel-

opment of state enterprises and the economy as a whole. Statutory accounting became 

a politico-economic instrument of the centrally planned economy.  

 

Fourth stage – resurgence of the legislative regulation of accounting 

in the Republic of Bulgaria (1991–2002) 

 

The economic, social and political changes in the Republic of Bulgaria accom-

plished in the year 1989 initiated a long-term process of transforming the centralized 

economic planning approach into a market system of economy. A process of transi-

tion started in the field of accounting as well. As of 1 April, 1991, the second Account-

ing Law (AL) came into effect. The provisions of the Fourth and Seventh EU Direc-

tives were grounded in the fundamentals of the Accounting Law. At the same time, 

measures were taken for the abrogation of the predominant part of the effective ac-

counting regulations. The Law stipulated the organization and methodology for the 

establishment and functioning of accounting systems in enterprises, as well as the 

preparation of accounting statements providing a true and fair view of a company’s 

material and financial position and its performance results. A new paradigm in ac-

counting was launched starting from the usage of new terminology and continuing to 

an overall change in the accounting organization and in its regulatory basis estab-

lished on principles. The figure and the job position of a „chief accountant” directly 

subordinated to the general manager of the enterprise was established, whose func-

tions and objectives are to organize an entity’s financial activity, internal financial 

control and business accounts.  

As of 1 April, 1991, the new National Chart of Accounts came into effect as an 

obligatory element of the regulatory framework of accounting. The National Council 

of Accounting was established as an advisory body to the Ministry of Finance. The 

National Accounting Standards were for the first time adopted at the beginning of the 

year 1993. The general provisions of the International Accounting Standards served 

as a fundamental basis for them.  

The professional organizations of accountants and auditors were restored, and the 

methodological guidance in accounting is still carried out by the Ministry of Finance.  

The economic instability in Bulgaria imposed a dynamic legislative approach of 

continuous amendments and even adoption of new National Accounting Standards 

and a National Chart of Accounts. The primary aim is the approximation of the regu-

latory framework to the International Accounting Standards and EU Directives.  
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2. Current stage and future perspectives  

on accounting regulations  
 

The present, fifth stage refers to the adaptation and harmonization of the regula-

tory framework with IAS and the European Legislation (2002–present). The 

harmonization of Bulgarian accounting legislation with the European legislation 

urged the process of directing efforts towards the cancellation of the Accounting Law 

and the National Chart of Accounts in 2001. As of 1 January, 2002 the third Account-

ing Law in Bulgaria, as well as the completely new Law on Independent Financial 

Audit became effective. The new statutory regulation of accounting is closely related 

to, and in harmony with the European Directives in the field of accounting and with 

IAS. The approved practice of the mandatory chart of accounts was removed and 

instead a prescriptive (non-obligatory) chart of accounts was adopted. The obligatory 

first-time adoption of the International Accounting Standards was stipulated to begin 

as of 1 January, 2003 with respect to certain groups of enterprises. The Accounting 

Law provides that enterprises in the Republic of Bulgaria, with the exception of those 

enterprises that do not exceed two of the following indicators for one of the two pre-

vious years, shall prepare and present their annual financial statements on the basis of 

International Accounting Standards: a balance sheet total at 31 December – 8 million 

BGN, net turnover for the year - 15 million BGN, or average number of employees 

for the year – 250 people. Joint-stock companies and limited partnerships with a share 

capital, credit institutions, insurance and investment companies, entities for supple-

mentary social insurance and the funds managed by them, as well as the enterprises 

issuers of securities within the meaning of the Law on Public Offering of Securities 

are also obliged to prepare their financial statements by observing the requirements of 

the International Accounting Standards.  

The scope of entities and the criteria to be complied with were also specified for 

those enterprises whose annual financial statements are subject to independent finan-

cial audit. Radical negative changes were performed with regard to the status, rights 

and obligations of the chief accountants who are now converted into „preparers of 

financial statements”. The figure of the chief accountant became „vague” and „indis-

tinct”, and his main functions and objectives were reduced to the organization of ac-

counting activities of the enterprise, and drawing and signing the financial statements.  

The National Standards for Small and Medium-sized Enterprises (NSSME), draft-

ed by the Minister of Finance in compliance with the general provisions on the prepa-

ration and presentation of financial statements adopted by the International Account-

ing Standards Board, EU acquis and the national specifics, were adopted in 2005 by 

Resolution of the Council of Ministers (RCM no. 46 of 21 March 2005). The National 

Standards have been amended only once so far and the amendments became effective 

as of 1 January, 2008.  

From the beginning of 2007, and in view of Bulgaria’s membership in the Europe-

an Union, some amendments to the Accounting Law became effective, through which 
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a great part of the legal provisions of the Law were repealed, while others were 

amended by reference to the applicable accounting standards. Moreover, in connec-

tion with Bulgaria’s accession to the European Union, the entire codification of 

NFRSSME was redrafted. These standards provide an opportunity for small and me-

dium-sized enterprises not to apply IAS yet still to conform to the European direc-

tives. But as a matter of fact, these standards are not national standards from the as-

pect of the concept grounded in their development. The so-called national standards 

appear to be an abridged and not very well reviewed translation of the corresponding 

IAS in their versions effective before the year 2003. 

In our transition to a market economy, the statutory regulation of the accounting 

system and profession in Bulgaria was realized by the Accounting Law and Account-

ing Standards. However, there is an eclectic contradiction between these regulators 

since the basis used to create the National Accounting Standards are the International 

Accounting Standards, while the provisions of the Fourth and Seventh Accounting 

Directives lie at the root of the Accounting Law. All rules concerning the definition, 

initial and subsequent measurement of assets, liabilities, equity, income and expenses, 

are subject to IAS/IFRS, while their presentation should be in compliance with the 

European Directives.  

The adoption of Directive 2013/34/EU generated some dynamics in the regulatory 

environment of accounting in the Republic of Bulgaria. The transposition of Directive 

2013/34/EEC should be tied down to the adoption of a new Accounting Law (Du-

shanov, 2015). However, there are standpoints (Svrakov, 2014) according to which 

the separation of accounting from business should not be allowed and all procedural 

issues concerning the system of accounting should find their place in the Law on 

Commerce (CL). The main argument in defense of this thesis is that accounting is not 

just a technique, it is a trader’s quality, and as such, it should find its place among the 

legal norms of Chapter VII Commercial Records of the Law on Commerce. The 

foremost advantage of this position, in our point of view, is that the fundamental con-

tradiction between some stipulations of the Directives and IAS (IFRS), which exists 

in the effective regulatory accounting framework, will thus be overcome, and it will 

be possible to approve the generally accepted statutory accounting regulations. From 

another perspective, thus we will turn to the old German practice, well studied in our 

country years ago. The adoption of such an approach would also lead to overcoming 

problems associated with the application of the going concern principle as a principle 

in trading and law (not only an accounting one); to a better and clearer understanding 

of the stipulations on revaluation and impairment of assets, as well as the stipulations 

concerning consolidated statements. Notwithstanding the advantages of such an ap-

proach, we are quite skeptical with regard to the realization of this position. This 

skepticism originates, above all, in the comparatively short time limits within which 

the Directive should be transposed in Bulgaria and the practices that have been estab-

lished over the latest twenty years.  

In connection with the adoption of a new Accounting Law, unanimous agreement 

has to be achieved on the issue concerning its structure. The new law should have 
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a structure which should completely conform to the requirements of the Directive 

(Dushanov, 2015). The ICPA
3
 draft of the new AL offers a structure consisting of seven 

chapters: Chapter one – General Provisions; Chapter two – National Accounting 

Board; Chapter three – Categories and Groups of Undertakings. Applicable Basis of 

Accounting for Financial Reporting Purposes. Issuers of Financial Statements. Fi-

nancial Statements; Chapter four – Management Reports and Reports on Payments to 

Governments; Chapter five – Independent Financial Audit and Publication of  Finan-

cial Statements; Chapter six – Budgetary Enterprises; Chapter seven – Administrative 

and Penalty Provisions.  

In the Draft Law of MF
4
, these regulatory requirements are structured into nine 

chapters: Chapter one – General Provisions; Chapter two – Categories of Enterprises 

and Groups of Enterprises; Chapter three – Financial Statements. Issuers of Finan-

cial Statements. Financial Statements; Chapter four – Applicable Accounting Basis; 

Chapter five – Independent Financial Audit; Chapter six – Publication of Financial 

Statements; Chapter seven – Annual Reports; Chapter eight – Budgetary Enterprises 

and Chapter nine – Administrative and Penalty Provisions.  

Both drafts do not have fundamental differences with regard to: organization of 

the accrual-based accounting system; building and maintaining the accounting system 

of enterprises; accounting documentation, inventory count of assets and liabilities; 

storage of accounting information; applicable accounting basis and financial state-

ments; measurement and presentation of accounting items; business reports and re-

ports on payments to governments; issuers of financial statements; publicity of finan-

cial statements.  

The differences between the two drafts occur only with regard to the categories of 

enterprises and independent financial auditing.  

Directive 2013/34/EEC introduces harmonized criteria on „micro”, „small”, „me-

dium-sized” and „large” undertakings, and the definition of the separate categories is 

based on the balance sheet total, net turnover and the average number of employees. 

According to Prof. Ivan Dushanov, the new accounting legislative framework should 

precisely implement the requirements of the Directive on the categorization of enter-

prises and the Law should encompass the following groups (Dushanov, 2015):  

 micro-undertakings – undertakings which on their balance sheet date do not ex-

ceed the limits of at least two of the following three criteria: 1) balance sheet total 

– 350 thousand EUR; 2) net turnover – 700 thousand EUR and 3) average number 

of employees – 10;  

 small undertakings – undertakings which on their balance sheet date do not ex-

ceed two of the following three criteria: 1) balance sheet total – 4 million EUR; 2) 

net turnover – 8 million EUR and 3) average number of employees – 50;  

                                                      
3 A work group of certified public accountants was established at the end of 2014, which was ex-

pected to develop a new Accounting Law. In April 2015, the draft was completed and submitted for 

public discussion.   
4 In May 2015, a working group of experts at the MF presented a separate draft of the Accounting Law.  
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 medium-sized undertakings – undertakings which on their balance sheet date do 

not exceed two of the following three criteria: 1) balance sheet total – 20 million 

EUR; 2) net turnover – 40 million EUR and 3) average number of employees – 250;  

 large undertakings – undertakings which on their balance sheet date exceed two 

of the following three criteria: 1) balance sheet total – 20 million EUR; 2) net turno-

ver – 40 million EUR and 3) average number of employees – 250.  

According to Dimiter Zheliazkov (2014), enterprises should be categorized into 

three groups: large; small and medium-sized enterprises; micro-undertakings. The 

author, however, does not determine specific parameters for each of the groups.  

The following categories of undertakings have been determined in art. 25 of the 

Draft Law of ICPA:  

 small undertakings – undertakings which are not public-interest undertakings and 

for the respective year do not exceed the values of at least two of the following cri-

teria: 1) total value of assets as at 31 December – 7,823,320 BGN; 2) net turnover 

for the year – 15,646,640 BGN and 3) average number of employees for the year – 

50;  

 medium-sized undertakings – undertakings which are not small undertakings or 

public-interest undertakings and for the respective year do not exceed the values of 

at least two of the following criteria: 1) total value of the assets as at 31 December 

– 39 million BGN; 2) net turnover for the year – 78 million BGN and 3) average 

number of employees for the year – 250;  

 large undertakings – undertakings which are not public-interest undertakings and 

exceed the values of at least two of the following criteria for the respective year: 

1) total value of assets as at 31 December – 39 million BGN; 2) net turnover for 

the year – 78 million BGN and 3) average number of employees for the year – 250;  

 public interest undertakings.  

We have the following categories of undertakings in art. 20 of the MF Draft Law:  

 micro-undertakings – undertakings which as at 31 December of the current re-

porting period do not exceed at least two of the following indicators: 1) total value 

of assets – 718 thousand BGN; 2) net turnover – 1,430 thousand BGN and 3) av-

erage number of employees for the reporting period – 10;  

 small undertakings – undertakings which as at 31 December of the current re-

porting period do not exceed at least two of the following indicators: 1) total value 

of assets– 8 million BGN; 2) net turnover – 16 million BGN and 3) average num-

ber of employees for the reporting period – 50;  

 medium-sized undertakings – undertakings which are not small undertakings and 

which as at 31 December of the current reporting period do not exceed at least two 

of the following indicators: 1) total value of the assets – 38 million BGN; 2) net 

turnover – 75 million BGN and 3) average number of employees for the reporting 

period – 250;  

 large undertakings – undertakings which as at 31 December of the current re-

porting period exceed at least two of the following indicators: 1) total value of the 
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assets – 38 million BGN; 2) net turnover – 75 million BGN and 3) average num-

ber of employees for the reporting period – 250.  

The definition of the categories of undertakings is complicated by the fact that, un-

fortunately, the scale of the respective economies within the Community has not been 

taken into account in their definition in the Directive (Basheva, 2015). On the other 

hand, the Directive provides an option for the large States to raise the criteria for 

small enterprises, while an option for the small States to reduce these criteria has not 

been given.  

Undoubtedly, one of the most intensively discussed issues in the transposition 

concerns the scope of the statutory independent financial audit. The Directive requires 

that the statutory financial audit be mandatory for medium-sized and large undertak-

ings, and for all public-interest undertakings. Pursuant to Recital 43 of the Preamble 

to the Directive, the annual financial statements of small undertakings should not be 

subject to the obligation for conducting an audit in view of alleviating the administra-

tive burden for that category of undertakings. However, the Directive does not prohib-

it individual countries from imposing the conducting of such an audit by taking into 

account the specific conditions and needs of these undertakings and of the users of 

their financial statements. According to Prof. Ivan Dushanov (2015), the statements 

of small enterprises should not be subject to audit since it can constitute a significant 

administrative burden for this category of undertakings. It has been laid down in art. 

65 of the ICPA Draft Law that enterprises which are not subject to statutory financial 

audit are those small enterprises which do not issue consolidated financial statements 

and for the respective year do not exceed at least two of the following criteria: total 

value of assets as at 31 December – 2 million BGN, net turnover for the year – 3.3 

million BGN and average number of employees – 50. The annual financial statements 

of the undertakings are subject to statutory audit when this requirement has been es-

tablished by a regulatory act, as well as the annual financial statements of entities 

being part of a group and involved in the issuance of consolidated financial state-

ments. According to art. 39 of the Draft Law of the MF, the annual and consolidated 

financial statements of the following enterprises are subject to statutory independent 

financial audit conducted by registered auditors:  

 small undertakings, which as at 31 December of the current reporting period 

exceed at least two of the following indicators: total value of assets – 2 million 

BGN; net turnover – 4 million BGN and average number of employees for the re-

porting period – 50,  

 medium-size and large undertakings,  

 public-interest undertakings,  

 medium-sized and large groups and groups involving at least one public-

interest undertaking,  

 the undertakings for which this requirement has been established by law.  

Some accounting principles that have to be observed in the preparation of account-

ing statements are also contained in Directive 2013/34/EEC. It is a generally accepted 
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opinion that the definition of accounting principles in the Accounting Law contributes 

to their better understanding and application on behalf of the issuers of the statements. 

But, at the same time, the question of accounting principles is quite sensitive because 

there is no single opinion delivered so far on what an accounting principle actually is 

(Basheva, 2014).  

The new Accounting Law should reproduce the accounting principles laid out in 

the  currently effective law (Zheliazkov, 2014), namely: accrual based accounting; 

going concern; prudence concept; matching of income and expenses; substance over 

form principle; maintaining, if applicable, the accounting policies from the prior re-

porting period; independence between accounting periods and correspondence be-

tween opening and closing balances. According to art. 43 of the Draft Law of ICPA, 

the AL involves the principles: accrual based accounting; going concern; prudence 

concept; substance over form principle; maintaining, if applicable, the accounting 

policies from the prior reporting period; independence between accounting periods 

and correspondence between opening and closing balances; components of assets and 

liabilities should be valued separately; no offset of assets and liabilities, income and 

expenses; the principle of materiality should govern the presentation and disclosure of 

information. These points of view have been reflected to some degree in the Draft 

Law of MF. Pursuant to art. 27, the items presented in the financial statements shall 

be recognized and measured according to the following principles: going concern; 

consistency of presentation and comparative information; prudence concept; principle 

of accrual; independence between accounting periods and correspondence between 

opening and closing balances; materiality; offset; substance over form principle and 

measurement principle.  

The transposition of the Directive requires that the issue on the basis of accounting 

which is to be applied to the separate categories of undertakings should be resolved in 

the new AL. There are different regulations in the Republic of Bulgaria concerning 

the application of IAS/IFRS. While for the rest of the Member States they are appli-

cable only with regard to consolidated financial statements of publicly listed compa-

nies, IAS/IFRS are applicable in Bulgaria to the financial statements of entities ex-

ceeding certain quality and quantity criteria without being necessary to prepare con-

solidated financial statements. Two financial reporting bases have been introduced in 

the Republic of Bulgaria for the preparation of financial statements of enterprises – 

IAS/IFRS and NFRSSME. Steps were taken to divide the enterprises in the Republic 

of Bulgarian into two groups – the group of „small and medium-sized undertakings”, 

which apply the national accounting standards
5
 (with the possibility to apply IAS/IFRS 

at their own discretion) and the group of „large undertakings”, which are obliged to 

apply IFRS.  

                                                      
5 By virtue of Ordinance no. 46 of the Council of Ministers of 21.03.2005, the National Financial Re-

porting Standards for Small and Medium-sized Entities (NFRSSME) were adopted. These new account-

ing standards were promulgated in the State Gazette, issue 30 of 7.04.2005, effective as of 1.01.2005 and 

are intended for small and medium-sized enterprises.  
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There are some groups (Dushanov, 2015) that suggest that IFRS for SMEs should 

become obligatory for small and medium-sized enterprises, which is in dissonance 

with the philosophy of the Directive. According to D. Zheliazkov (2014), only large 

enterprises should apply IAS/IFRS, while small and medium-sized enterprises should 

apply the national accounting standards.  

In September 2014, the authors conducted a questionnaire survey about the atti-

tudes and possibilities for the adoption and implementation of IFRS for SMEs in Bul-

garia. Practicing accountants, auditors, managers, academic researchers and scholars 

joined the target group of the empirical study. The questioned people were asked 

several groups of questions relating to: the size and structure of enterprises whose 

statements they prepare; the needs of the users of the information in the financial 

statements; knowing and understanding IFRS for SMEs, as well as an assessment of 

the applicability and the benefits of the Standard under the conditions in Bulgaria, and 

the possible organizational and practical impediments in its application.  

The results obtained in the study show that the questioned participants are well ac-

quainted with the IFRS for SMEs, and yet the overall assessment for its becoming an 

element of the regulatory accounting framework is negative. According to 66% of the 

questioned people, the mandatory application of IFRS for SMEs on behalf of all small 

and medium enterprises in Bulgaria will definitely not increase public confidence in 

accounting and financial reporting. Moreover, 59% of the respondents state that there 

is a very small possibility for the application of IFRS for SMEs to contribute in add-

ing value to the enterprise. The responses to the more specific question about the ne-

cessity of their adoption follow the same trend – 40% of the responses are „very small 

necessity” against the only 6% for „very strong necessity”, as can be seen in Figure 1.  

 

Figure 1. Necessity of adopting IFRS for SMEs in the Republic of Bulgaria  
 

 
 

Source: author’s empirical research.  
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At the same time, an overall 70% of the respondents assert that they are satisfied 

with the currently effective NFRSSME to a large and very large extent (Figure 2). 

The future existence of the National Accounting Standards is also supported under the 

additional condition that the practicing accountants should be supported in their work 

over the medium term by generally accepted or statutory manuals or guidelines on the 

application of accounting standards.  

 

Figure 2. Satisfaction degree of NFRSSME  

 

 
 

Source: author’s empirical research.  

 

There are authors (Pojarevska, 2015, p. 185) who believe that the IFRS for SMEs 

is a much more timely and dynamic basis for reporting the activities of SMEs than 

national standards.  
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the new Accounting Law. The Accounting Law should definitely involve regulatory 

provisions on audit reports concerning payments made by mining or timber industry 

enterprises to the government. Public-interest entities and large entities operating in 

those spheres of business will be required to provide this type of report. Thus, it will 

be possible to achieve the transparency required by the Directive on the payments 

which the respective States receive as a consideration for the rights granted on the use 

of natural resources. Four categories of undertakings could be differentiated in the 

Accounting Law, according to the requirements of the Directive. Departing from the 

specifics and the magnitude of our economy, the following groups could be identi-

fied. The first group of undertakings is the group of „small” entities, which is sup-

posed to include micro-undertakings and part of the small enterprises (within the 

meaning of art. 3, par. 1 and par. 2 of the Directive). Basically, this group will include 

entities which, within the meaning of the currently effective Accounting Law, apply 

simplified accounting
6
. They will benefit from such exemptions as: condensed bal-

ance sheet; no requirements on the preparation of an annual activity report or compul-

sory independent audit. The second group will include undertakings with indicators 

above those of „small” entities up to the criteria, as specified in art. 3, par. 2 of the 

Directive. These undertakings will make use of the mandatory exemptions in the Di-

rective. The third group is the group of medium-sized and large undertakings, which 

will cover all enterprises with indicators above those for small enterprises under the 

Directive. The fourth group is the group of public-interest entities. The differentiation 

of this group is imposed by the fact that public-interest entities are set apart in a dis-

tinct category in the Directive, and an option is given for each Member State to ex-

pand the given definition. Enterprises whose equity instruments or debt securities are 

publicly traded, enterprises which collect and manage substantial public resources, 

and entities which spend substantial funds of public budgets, should also be included 

in the group. Specifically, this group involves: financial institutions; investment un-

dertakings; retirement insurance entities and pension funds; special investment enti-

ties; credit institutions and foreign bank subsidiaries; collective investment schemes; 

insurance and reinsurance companies; enterprises whose capital instruments are trad-

ed in the stock market, and non-profit legal entities, determined to pursue activities of 

public benefit. Only the principles of going concern, prudence, accrual based account-

ing, and substance over form should find their reflection in the new AL. The inclusion 

of additional suggestions might lead to confusion and improper application of the 

stipulations on the principles grounded in IAS/IFRS, the Accounting Directive and 

the currently applicable Accounting Law in the Republic of Bulgaria. Two accounting 

frameworks should be applied in the Republic of Bulgaria in the future, as before. Our 

standpoint is that IAS (IFRS) should be applicable for public-interest entities and 

large undertakings, as well as by those undertakings which have already adopted this 

                                                      
6 The criteria for this group are: 1.5m BGN of net book value of assets; 2.5m BGN net turnover and 

personnel of 50 employees. The workgroup of ICPA working on the project for a new Accounting Law 

suggests that the criteria for this category should be increased by the official inflation rate for Bulgaria for 

the period 2007–2013. 
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basis. IAS (IFRS) should also be applied by small and medium-sized undertakings, 

which are parent companies of business groups, and which comprise at least one pub-

lic-interest entity. The new Accounting Law should provide a possibility for small 

and medium-sized enterprises to choose between IAS and NAS, as well as the possi-

bility to change the initially recognized basis of accounting. Thus, in our point of 

view, it would be guaranteed that the administrative burden for micro-undertakings 

and small and medium-sized undertakings will be in proportion to the benefits, i.e. the 

„Think small first” principle will be observed.  
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