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After Bulgaria has joined the EC, the legal situation concerning the acquisition of property has changed. The rules of Art. 22 of the Bulgarian constitution, which denied acquisition of real estate property by foreign, individual or legal persons, except for legal succession, were re-written since 1.1.2007. As of now, foreigners and foreign legal persons can acquire property in accordance with EU accession treaty. The same applies to the legal succession or special rules for contracts subject to  international law. For an interim period of 7 years one has to cope with a rather unclear legal situation, which can be described as follows:

Purchase of real estate properties, agricultural and silvicultural areas, flats, servitudes:

· through Bulgarian companies with foreign shareholders – unlimited

· Foreign, individual or legal persons- not possible yet

Purchase of buildings, flats, servitudes, planning permissions and other unlimited rights in rem through foreign, individual or legal persons:

· unlimited

Purchase of building land through EU members (individual- and legal persons):

· possible after 5 years of EU accession

Purchase of  secondary residence through foreign – and legal persons:

· possible from 2012 – ( First review in 2009)

Purchase of  agricultural and silvicultural areas and forests:

· possible from 2014 – (Review in 2009)

The aforementioned interim provisions are not valid, if the purchaser is a EU/EWR citizen with legitimate residence permit in Bulgaria or – in case of purchase of agricultural and silvicultural areas, is a self-employed EU farmer who intends to settle in Bulgaria making it his first residence.

Procedure of purchasing of a property:

According to Bulgarian law foreign, individual and legal persons are allowed to purchase flat and buildings, but not land. The purchase of flats of all kinds by foreigners is allowed without further ado. During the last 2 years thousands of apartments in the holiday resorts have changed ownership without any problems. Once the necessary documents have been procured and put in order, the transaction/exchange of contracts takes only 2 to 3 working days.

Land can only be acquired by foreigners via a national legal person. A Bulgarian company, in most cases a OOD must be registered, which becomes the owner. It acts purely as a formal domicile company (holding company), which only holds the property but otherwise has not business activities. Limits to the level  of holding doesn’t exist. The company can be 100% in foreign hands.

The set up costs are approx. € 3.500,00 incl. basic capital, where the capital is available again after registration.

From January 2nd, 2012, onwards foreign private individuals are allowed to purchase land in Bulgaria. If a property now is held by a domicile company (holding company), the same can be transferred tax free to the new associate.

Bulgaria doesn’t have a well working land register across the whole country. Resulting from decades of restitution due to former dispossessions, unsettled inheritance and missing documents of ownership, it is frequently not possible to ascertain the rightful owner of a property. In view of this background is makes sense and is necessary to have the scenario of ownership checked over by a lawyer, prior to making the purchase. Normally the research covers the last 10 years, which is the maximum time bar in Bulgaria. Moreover, certain burdens, such as mortgages, particular liens or easement rights can be checked upon. Ultimately within the frame of this check up, running court proceedings, in particular restitution requests as well as rental- and lease agreements are checked.

Generally the purchase of a property legally take place in two steps: First of all the property is reserved and secured by a pre-contract. The purchase price, possible deadlines for transfer of the property, seller’s obligations, buyer’s obligations are stipulated in advance. Upon signing the pre-contract between 10% and 20% of the purchase price are paid by the buyer as security. The amount is deemed as a guarantee and compensation means for each contractual partner in the event of cancellation of the contract or lack of fulfilment of the contract.

In the second phase the completion takes place of the final notarised contract between the seller and the buyer. All paperwork and company documents should not only be drafted in Bulgarian language but should also have certified translated version. One should not automatically assume that every notary public checks the ownership scenario by himself; neither have all Bulgarian communities complete and correct land registers and the cadastres adequate documents nor is the notary obliged to check on same. It is rather up to the buyer who can do this through his lawyer. It is not advisable to ask an estate agent to do the job. In case of a transfer of state – and communally owed property in the frame of privatisation, a notarisation is not necessary.

The remaining purchase price will be paid to the seller either in cash or bank transfer. (transactions within Bulgaria take, as a rule 2 – 4 working days). This only applies to  private properties; when purchasing a property under construction a special payment plan is worked out. 

A deal can also be completed by using a notary trust account. Prior to notarisation the buyer transfers the funds, the notary fees, the taxes and the broker’s fee in one lumpsum to the notary trust account. The notary public confirms to the seller the funds received into the notary trust account  on  the day the contract is signed and initiates the entry of the new owner into the register.

As a rule all fees due, expenses and taxes for the purchase of a property are borne by the buyer and sum up to approx. 4% of the purchase price. Not included is the broker’s commission (between 3,5 – 5,5% - subject to expenditure and service + VAT) and the cost for establishing the domicile company (holding company). As a guide one should calculate approx. 10% of the purchase price. The tax on land and buildings and the waste collection fees form integral part of the annual running expenses. For commonhold communities normally no share in costs or reserve assets are formed. This doesn’t apply to newly built living complexes with swimming pools, 24/7 hour security, wellness centres etc.

In this context, the following costs for the purchase of a property need to be considered:

· Notary fees (according to the statutory notary tariff, max. BGN 3.000,00  = approx. € 1.540,00

· Stamp duty (2% of the purchase price or of the tax assessment by the fiscal office)

· Broker’s commission if need be

· Lawyer’s fees for consultancy services and representation (Verification of trustworthiness of the seller)

· Formation of a holding company if need be (basic capital approx. € 2.500,00 + € 1.000,00 costs and fees)

A foreign company wanting to purchase/acquire directly in Bulgaria buildings, flats or planning permissions should prepare the following documents:

-
Resolution of the senior management about the purchase of the property (this document must be notarised and apostilled). A certified copy of the company registration should also be enclosed.

-
The documents must be translated by a sworn translator and notarised thereafter.

-
If a representative of the company appears before the Bulgarian notary, he would require a notarised and apostilled letter of authorisation which must also be translated and certified.
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