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AMENDMENTS TO THE SOCIAL AND HEALTH INSURANCE
effective as of 1 January 2009

In the State Gazette issue 109 dated 23 Decemls th@ Law on the 2009 Budget of the State
Social Security (LBSSS) and the Law on the 2009dguaf the National Health Insurance Fund
(LBNHIF) were promulgated.

The new provisions of Social Security Code (SSQGg¢reimto force as of 1 January 2009 except § 4,
item 30 and 39 (in force as of 1 April 2009) and, 8tem 40 (in force as of 1 July 2009) of the 2009
LBSPSS, which refer to the maximum amount of theired pensions, recalculation and indexing of
the 2009 pensions.

In State Gazette issue 110 dated 30 December B@®8aw on the 2009 Budget of the Republic of
Bulgaria (LBRB) was promulgated. Amendment to thealth Insurance Act (HIA) is implemented
by virtue of 8 93 of the Final and Transitional ®sions (FTP) of LBRB and enters into force as of 1
January 2009.

The main amendments in the social and health insaerfor the year 2009 are as following:

1. Increase in the minimum monthly social securityncome amounts

Appendix No 1 to Art.8 item 1 of the 2009 LBSSSvdesfor new, higher amounts of minimum
social security income sorted by economic activitseand basic professional qualification groups.

The only entirely new regulation is with regardthe football player profession. Minimum social
security income at amount of BGN 700 is implemerftadfootball players in “A” football group,
and BGN 400 for football players in “B” football@up.

Except the increase in minimum social security medy economic activities and basic professional
qualification groups (under Appendix Nol), as fer 2009 LBSSS the minimum monthly amount of
social security income for other secured persotegeaies is increased as follows:

= BGN 260-for self-secured persons (compared to BGN 2400682,

= BGN 130- for registered agriculture producers and tobaccalyers (compared to BGN
120 for 2008);

= BGN 65 - for agriculture producers and tobacco producerfopaimg only agricultural
activity (compared to BGN 60 for 2008).

The maximum monthly amount of social security ineofor all secured persons has not been
amended and remaiBs$5N 2000in 2009.
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2. With the amendment to Art.6 of SSC by 8 4 of FTRf LBSSS as of 1 January 2009, the social
security contribution amounts for State Social Seaity have been implemented in SSC.

23.02.2009

New amounts and/or proportions for allocation of tle following social security contributions
are defined for 2009:

2.1. For Fund “Pensions™;

= the contribution is at the amount d8% for persons born before 1 January 1960,
respectively21% if the person works in the conditions of | or &bbur category or is a
person under Art.4, para 1, item 4 under $3f is an examining magistrate under the
Judicial Authority Act.

= the contribution is at the amount @B% for persons born after 31 December 1959,
respectivelyl6% if the person works in conditions of | or Il labcategory or is a person
under art. 4, para 1, item 4 under SSC, or is améxng magistrate under the Judicial
Authority Act.

The newallocation of contributions between employers and securesioperto Fund “Pensions” is
as follows:

= 10% are on the account of the social securer@d at the account of the secured person
- for persons born before 1 January 1960. Whesé¢hared person works in conditions of |
or Il labour category or is a person under artpdra 1, item 4 under SSC, or is an
examining magistrate under the Judicial Authoritst,Ahe social security contribution on
the account of the social securel 8%s;

» 7.2% on the account of the social securer &&P6 - on the account of the secured person
- for persons born after 31 December 1959. Whersdloered person works in conditions
of | or Il labor category or is a person under Att.para 1, item 4 under SSC, orais
examining magistrate under the Judicial Authoritgt,Athe social securer undertakes
10.2% of the contribution.

The contribution amount for self-secured personBund “Pensions” for 2009 i$8% for persons
born before 1 January 1960, respectivi89o for persons born before 31 December 1959.

! The 2009 social security contributions amounts Fands “Common Disease and Maternity” (CDM) and
“Unemployment”, as well as the proportion in whitley are being allocated between the social seamethe
secured person, are not amended and preserved With2008 amounts. The same applies to the catitiis
for additional statutory pension security (ASPSpnefessional pensions fund (PPF) and TeacherssiGas
Fund. The contributions for Fund “Industrial Injuand Professional Disease” at the expense of thmlso
securers and separated by basic economic actigtmgs, also remain within the 2008 ranges (framt6
1.1%).

2 Persons under Art.4, para 1, item 4 under SSQreagalar militaries under the Law on the Defence and
Military Forces of the Republic of Bulgaria, publidficers under the Law on the Ministry of Internffairs
and Execution of Penalties Act, public officers enthe Law on the State Agency “National Securigfid
officers at the General Directorate National SexViCivil Defence” of the Ministry of Emergency Sittions.

Accountina Finance Assurance Tax All Rights Reserved © AFA 2009

www.afa.b




2.2. For additional statutory pension security (ASB) contributions to Universal Pension Fund
UPF):
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As of 1 January 2009 with the amendment of Art.Jgata 3 of SSC, made by § 4 of the FTP of
LBSSS, the allocation dfPF contribution is as follows2.8% - on the account of the social securer
and2.2% - on the account of the secured person.

Self-securing persons born after 31 December 1880 Ise secured in UPF by paying social security
contributions at the amount of 5%, entirely on tlagicount.

2.3. For Fund “Workers and Employees Guaranteed Reazxvables” (WEGR):

The contribution to WEGR, which is entirely on #raployer’s account, is reduceddd % for 2009
(at 0.5% for 2008).

3. Amendments to the health insurance

With LBNHIF for 2009 the health insurance contribuat for 2009 is determined at the amount of
8%.

Art.40, para 1, item 1 of the Health Insurance #4tA) amended by means of § 93 of the 2009
LBNHIF preserves the implemented in 2008 proport&th40 of health insurance contribution
allocation(4,8% for the social securer and 3,2% for the seced persons.

4. Amendments and supplementations to Art.6, para 8 SSC are implemented by means of
item 4, letter “d” of § 4 of the 2009 LBSSS in relaon to self-secured persons, who declare
incomes received for performed labour activity in pevious years. They are obliged to file an
adjusted reference to determine the final amount ofocial security income for the respective
year. The adjusted reference (references) shall bd fileultaneously with the annual personal
income tax return under IITA (i.e. till 30 April 2O).

5. With item 4, letter “c” of § 4 of the 2009 LBSSS ad in relation to the Amendments to the
Individuals™ Income Taxes Act (IITA) amendments hae been implemented in the range of
persons under Art.6, para 4 under SSC for whom theemuneration subject to social security
contributions shall be defined after deducting theactivity expenses.

Personsunder Art.4, para 1, item 7 of SS@re revokedfrom the range of persons under Art.6,

para 4 under SSC, i.e. the assignees under managame control agreements for legal entities,
sole-traders, non-personified legal entities, ali ag syndics and liquidators. This is based on the
2008 Amendments to IITA, according to which thespeis employed under management and control
agreements no longer have recognized activity dmstause of the equalization in tax treatment of
management and control agreements to regular emglatycontracts.
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6. Amendments to the statutory periods of limitatio arranged in SSC

As of 1 January 2009 statutory limitation periodsier SSC with regard to the receivables collected
by NSSI, respectively with regard to refund of uydpaid or overpaid amounts by the social
securers/secured persons, with regard to pensemesvables and any other receivables from SSS,
start running as of 1 January of the year, follawthe year, which they refer to. All receivables
under Art.115 of SSC shall have a 10-year statuiorigation period considered as of 1 January of
the year, following the year they refer to, irrespeely of the limitation suspension.

23.02.2009

7. Amendments in the amounts and procedures for detmination and payment of some
compensations payable by the SSS funds.

7.1 Amendments and supplementations to SSC have bemade by the 2009 LBSSS with regard
to the social security rights of the secured persarfor common disease and maternity.

(1) Regarding the cash compensation for pregnancynd childbirth:

Art. 48a of SSC has amended the conditions at wingtt to pregnancy and childbirth compensation
occurs. Availability ofl2 months social security length of serviéeas person secured for this risk
(common disease and maternity) is required.

According to the new wording of Art.49, para 1 &G the pregnancy and childbirtiaily cash
compensation is defined at the amoun®©0% of the daily averaggross salary or daily average
social security incoméor which social security contributions have been @id or are due. For
self-secured persons - common disease and matern#gcial security contributions for the 12
calendar months period preceding the month in which the temporary workirg incapacity due
to pregnancy and childbirth occurs

The amendment to Art.50, para 1 of SBfdlongs the pregnancy and childbirth compensation
payoff period from 315to 410 calendar daysfrom which 45 days before the childbirth. § 22sh
been created in FTP of SSC for the cases occuoddrs According to it the mothers (adoptive
mothers), for whom the compensation period (315sday per the old rules) has not expired by
1 January 2009 shall have a right to pregnancychildbirth compensation for the remaining days
until 410 calendar days. Mothers (adoptive mothéas)whom the period as per art. 50 has expired
by 1 January 2009 but 410 calendar days from &g $tave not expired, shall have the right to
pregnancy and childbirth compensation for the ramgiperiod.

(2) Regarding the cash compensation for raising arsll child:

In accordance with Art.11 of the 2009 LBSSS thehaasmpensation for raising a small child under
Art.53, para 1 and para 2 of SSC is increased t&l B0 monthly payment (in relation to the
amendment to the minimum salary for the country).

* The requirement for 12 months social security fleruj service refers to persons for whom the pragpand
childbirth leave has started after 31 December 2008
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As of 1 January 2009 the compensation right igedlto the existence 42 months social security
length of serviceas a person securéat this risk.
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By the means of § 3 of FTP of LBSSS, funds at theunt of the compensation for raising a small
child (BGN 240) will be transferred by SSS to thelget of the Ministry of Labour and Social Policy
for each actually employed person under the ndtignogiram “Motherhood Support”.

7.2. The 2009 LBSSS amends and supplements SSC witigard to the cash compensation for
unemployment.

Daily amount of unemployment compensation limitsvéhdeen implemented with the LBSSS.
Minimum daily lower limit is BGN 6 and maximum — B&G12. The daily cash compensation for
unemployment is at the amount of 60% of the avedally remuneration or average daily social
security income, for which social security conttibas to the Fund “Unemployment” are paid or due
for the last 9 calendar months, preceding the meoiitsocial security termination, and cannot be
lower than the minimum and higher than the maximdaily amount of the unemployment

compensationThe monthly compensation amountshall be determined by multiplying the daily

amount result to the number working days of the tlménrefers to, or to the number working days
for witch the compensation is due (Art.54b, paxd SSC).

Transitional regime has been prescribed for thesascurred so far. § 22g created in FTP of SSC
prescribes that determination of unemployment carsgigons and payments to persons whose legal
employments were terminated before 1 January 2880t made as per the previous procedures.

According to the new para 3 of Art. 54g of SSC, thsh compensation for unemployment shall be
paid under new procedures — to a Bank Account detllay the persons and not through post offices.

The information set out above has the purpose only to mark specific issues related to the application
of the new 2009 social security and health insurance regimes and is not exhaustive. To the present
commentary we attach a Table for the allocation of the social security contributions for 2009 and the
allocation of the contributions between the securers and the secured persons. In case you have
guestions regarding the application of the new provisions, please do not hesitate to contact us on the
following tel. 02/943-37-00, fax 02/943 37 0, e-mail office@afa.bg or at: Sofia 1504, 38 Oborishte S.
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23.02.2009

TABLE FOR ALLOCATION OF THE SOCIAL SECURITY
AND HEALTH INSURANCE CONTRIBUTIONS FOR 2009

D%

Do

%

%

D%

%

D%

%o

In Total: Il labour category Il labour category | labour category
For persons bor| before after before after before after
(year) 01/01/196(31/12/195401/01/196( 31/12/195901/01/196( 31/12/195¢
Fund Pensions 18.000% 13.000% 21.000% 16.000% @00 16.000%
Fund CDM 3.500% 3.500% 3.500% 3.500% 3.500% 3.50
Fund 1IPS
(average 0.60% 0.60% 0.600% 0.6009 0.600% 0.600
Fund
Unemployment 1.000% 1.000% 1.000% 1.000% 1.000% 1.000
ASPS in UPF 0.000% 5.000% 0.000% 5.000p6 0.000% 05400
ASPS in PPF 0.000% 0.000% 7.000% 7.000% 12.000% 0002
WEGR 0.100% 0.100% 0.100% 0.100% 0.100P0 0.10(
Health insurance 8.000% 8.000% 8.000% 8.000% 8.00098.000%
Total: 31.200% | 31.200% | 41.200% | 41.200% | 46.200% | 46.200%
For the
employer:
Fund Pensions 10.000%  7.200%  13.000% 10.200%  1%00010.200%
Fund CDM 2.100% 2.100% 2.100% 2.100%0 2.100% 2.10
Fund IIPS
(average 0.60% 0.60% 0.60% 0.60% 0.60% 0.609
Fund
Unemployment 0.600% 0.600% 0.600% 0.600pPb 0.600% 00046
ASPS in UPF 0.000% 2.800% 0.000% 2.800p0 0.000% 020803
ASPS in PPF 0.000% 0.000% 7.000% 7.000% 12.000% 0002
WEGR 0.100% 0.100% 0.100% 0.100% 0.100p6 0.10(
Health insurance 4.800% 4.800% 4.800% 4.800% 4.800%4.800%
Total: 18.200% | 18.200% | 28.200% | 28.200% | 33.200% | 33.200%
For the
employee:
Fund Pensions 8.000% 5.800%6 8.00006 5.800% 8.000% 800%
Fund CDM 1.400% 1.400% 1.400% 1.400% 1.400% 1.40
Fund
Unemployment 0.400% 0.400% 0.400% 0.400p0 0.400% 009#
ASPS in UPF 0.00% 2.20% 0.00% 2.20% 0.00% 2.20)
Health insurance 3.200% 3.200% 3.200% 3.200% 3.20093.200%
Total: 13.000% | 13.000% | 13.000% | 13.000% | 13.000% | 13.000%
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Notes:

1. Social security contributions for 2009 are allechin proportions: employer 60%, employee 40%.
2. For Fund "Pensions" and UPF the contribution allion for 2009 is given directly in percentage,
and not in proportions securer/secured person 6@dthe rest of the funds, and also with regard t
the health insurance contribution, the allocatiemains in proportion 60:40.

3. The contribution for Fund "Industrial Injury andofessional Disease" (IIPS) is defined by basic
economic activities in accordance to EAC - 2008l toe range is from 0.4% to 1.1%. The average
percentage is 0.6.

4. Maximum social security income - BGN 2000.

5. Maximum social security threshold has not beenrated for 2009.

6. Minimum social security income - BGN 260 (for setfcured persons).
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