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TbProsun Nno CMMUCbJ/IA HA T3

- EpHonunyeH Tbprosey,

- CovbupartenHo apyrKectso

- KomaHAUTHO ApyKecTBo

- [pyKecTBo C orpaHn4YeHa OTroBOPHOCT
- AKUMOHEPHO ApY*KecTBO

- KomaHAWTHO ApYyKecTBO C aKumuu

BU3HEC ®OPMUPOBAHUA, KOUTO HAMAT TbPFOBCKO KAYECTBO (unincorporated)

- KNoH Ha YyKgecTpaHeH Tbprosew;

- [pyxecTBo no 3aKoHa 3a 3aab/KeHusTa u gorosopute (433, rpa*k4aHCKO APYKECTBO);

- TbproBCKO NPeacTaBUTE/ICTBO Ha YYXKAECTPAHHO /iLe (Mo 3aKOH 3a HaCcbpyaBaHe Ha MHBECTUMLUKUTE)
- MscTo Ha cTonaHCKa AeMNHOCT
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EAHOJ/IMYEH TbPIrOBELL

- ®u3KnyecKo anue — TbproseL, He ce Cb3AaBa OTAE/IeEH HOCUTEN HA NPaBa U 3a4bXKEHUA
- YcnosumA 3a perncrtpaumsa:

o [eecnocobHo nuue
o He e B npon3BoacTBo 3a 06ABABaHE B HECHCTOATE/THOCT;
o He e ocbXAaaHo 3a 6aHKpyT
o He e 6buno ynpasuten, 4ieH Ha ynpaBUTENEH AN KOHTPONEH OpraH Ha APYXKeCTBO,
® [peKaTeHO Nopaay HeCbCTOATENHOCT Npes3 NnociegHUTe ABe rogMHu, NpeaxoxKaaLm
AaTaTa Ha pelleHMneTo 3a 06ABABaHE B HECHCTOATE/IHOCT, aKO Ca OCTaHaNM
Hey40BNETBOPEHU KPeamuTopn Uau
® 33 KOEeTO e YCTaHOBEHO C BJIA3/10 B CMJ/1a HAKa3aTe/IHO NOCTaHOBAEHUE HeU3NbJAHEHUEe
Ha 3a4b/1XKeHUA NO Cb3[aBaHe U CbXpPaHABAHE Ha onpeaesieHnTe My HMBA OT 3anacu
no 3aKOHa 3a 3anacuTe oT HedT 1 HePpTONPOAYKTH
[ J
- JIM4HO MMyLLECTBO M MMYLLLECTBO Ha NpeanpuATneTo Ha ET
o Pexum Ha obnaraHe Ha umywectsoto no 3MAT;
o Cobnpyrkecka MmyuiectseHa obLwHoCT
- NpexBbpnaHe/HacneanasaHe Ha ET
- [daHbyHo obnaraHe Ha ET, antepHatmusum no 3MAT, 3KMNO, 304P/1;
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CbBUPATE/IHO APYXECTBO

- [Be nnu noseye nnua (pmM3nyeckm nnua, KOMNaAHUU U APYrM NpaBHU GopMKM) MoraT Aa
yuypenAT TakoBa APYIKeCTBO;
- bes3 KanuTanoBa BHOCKA — HAMA M3MCKBaHe 3a KannTanoBa afeKBaTHOCT.
- Perncrtpupa ce KOMnaHuA (TbProBCKO APYXKECTBO), KOATO € TUTYNAP Ha NpaBa U
33 b/IKEHUA OTAENHO OT COBCTBEHUUMTE/NAPTHLOPUTE;
- ConnpapHa 1 HeorpaHM4YeHa OTrOBOPHOCT Ha CbAPYKHUUMTE.
- JInyHu BBb3parkeHua, cybporaums;
- HecbctoarenHocT Ha Cl = HECHCTOATENHOCT Ha CbapYyXKHUumTe B CL;
- Yypeautenute CKAOYBAT AOroBOP, KOMTO onpeaens:
O BHOCKMUTE Ha CbAPYKHULMTE U TAXHATA OLEHKA;
O YYaCTMETO Ha CbApPYXKHULUTE B Nevyanbute nam sarybute
O /IMuaTa, KOUTO Le NpeacTaB/iABaT APYXKECTBOTO M HAYMHA Ha NPeCcTaB/IABAHETO UM;
O ApYrv BbNpocCu, NPUOpUTET HA A0r0BOPaA 33 APYKECTBO;
- MpeKpaTAaBaHe Ha y4acTMeTo C npeaussectme
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- CWNHO n3paseH NnepcoHaneH MOMEHT
o CbApyKHULUTE HE MOraT Aa M3BBbPLLBAT KOHKYPEHTHA AENHOCT U3BBH APYHKECTBOTO;
o o oTHoLWEeHWe Ha onpeaeneHn KaTeropmm KOPNopaTUBHU PELLEHMA € NPpeaBUaEHO
eaMHoaywWwmne (3aKyTyBaHe Ha HeABUMKUM MMOT, B3EMaHE Ha 3aeMm);

- YnpaBneHue u NpeacTaBUTENCTBO;
O BCEKM CbAPYKHUK MNOOTAENHO
O APYr HA4YMH, onpefeneH oT 4OroBopa, BKAOYUTENHO yNpPaBUTe N, KOUTO He e
CbAPYKHUK;
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KOMAHOMUTHO APY}KECTBO;

CobcTas
O eauH (unm noseye) CbAPYHKHUK C HEOTPAHMYEHA OTTOBOPHOCT

n
O eAuvH (nnn noseye) CbAPYKHUK C OrpaHMYeHa OTTOBOPHOCT
- Bb3HMKBa oTAeneH cybeKkT Ha npasa (Kakto CA)
- Hama kanutanosa BHocKa (Kakto C/)
- OTroBOPHOCT Ha CbAPYKHULMUTE 33 3a4b/IKEHUA HA A PYIKECTBOTO
o ConnpapHa n HeorpaHUYeHa OTFOBOPHOCT 3@ HEOrPaHUYEHO OTrOBOPHUTE
cbApyXHMUM; (Kakto CA)
o OrpaHM4YeHO OTFOBOPHUTE CbAPYKHULIM OTrOBaPAT A0 pa3mepa Ha YyroBopeHaTa B
lIOroBopa MMyLLecTBeHa BHOCKa (pa3nnyHo ot CA1)
- OTHoOWweHMATa MeXKay CbAPYKHULUTE ce yperkaaT C 40roBop;
- [Opy»KecTBOTO ce ynpaBnABa OT U cnopes, peleHmaTa Ha HeEOrPaHMYEeHO OTFOBOPHUTE
CbAPYKHUUM. CbAPYKHULUUTE C OrPaHMYeHa OTTOBOPHOCT HEe MOTaT Aa CNMpaT peLlleHnsaTa
Ha HEOrpaHUYEHO OTTOBOPHUTE CbAPYIKHULIK.



Karapanayotov MHBECTULUMNOHHU Bb3MOKHOCTU 3A YYXKOECTPAHHU NPEANPUATUA B
Lesova BbJ/ITAPUA. MPABHU ACNEKTWU.
Tabanska

attorneys at law and business advisors

- [o-cnabo n3paseH nepcoHaneH MOMEHT:
O HEeorpaHM4YeHO OTrOBOPHUTE CbAPYHKHULM HAMAT NPABO Ha KOHKYPEHTHA JeNHOCT.
OrpaHUYeHo OTFOBOPHUTE CbAPYKHMULUM MOTaT 1@ UMaT KOHKYPEeHTEH busHec.
O eAMHOAYLIMETO NPU B3eMaHe Ha pelleHns 0bXBallla CaMo YacT OT CbAPYKHULUTE.
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CA v KA — npeanmcTBa

- MpPUOPUTET Ha 40roBOpa 3a APYHKECTBO (MBKABOCT)
- MexaydupmeHu npeanpuaTms;
- ynpas/ieHME U NPeaCTaBUTE/NICTBO U3BBPLLBAHO MPAKO OT OPUANYECKO NLE
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[py»KecTBO C orpaHMYeHa OTFOBOPHOCT

OrpaHMYeHa OTrOBOPHOCT
- Bb3MOXHOCT 33 Cb3aBaHe Ha eAHO/INYHO APYKECTBO
- KanuTtan u ganose
- KanuTanoBa ageKBaTHOCT
- ynpasuten/ynpasutenu
O OrpaHuYeHus
O Ha3Ha4aBaHe
- M3K/OYEHMA B OrpaHNYeHaTa OTTOBOPHOCT
- 0O6woTo cbbpaHMe KaTo OCHOBEH OpraH;
- Kanutanosa cbuHocT
- [JonbAHUTENHM NAPUYHN BHOCKM
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AKUMOHEPHO ApyrKecTBo

- OrpaHuyeHa OTroBOpHOCT
- KanuTtan, KanuTanoBa aAeKBaTHOCT
- CWNHO M3paseH KanutasoB MOMEHT
o YuyacTueTo e A0 pa3mepa Ha BHOCKaTa 3a 3anucaHuTe akuMn, He MoXKe Aa bbae
NPUEeTo pelleHmne 3a A0NBJHUTE/THN NAPUYHN BHOCKU;
Pa3nnMyHM BUAOBE aKLMK, aHOHMMHOCT Ha y4acTUETO;
Bb3MOXKHOCT 3a Cb34aBaHe Ha KNacoBe aKLUMOHePH;
Mo necHN mexaHM3MM 33 NPEXBbPAAHE Yy4aCTUETO B APYKECTBOTO;
Bb3MOXHOCTM 33 NpuaobmBaHe Ha COBCTBEHM aKLMW;

O O O O

O Bb3mMoOXHOCTM 32 06e3neyaBaHe Ha B3eMaHMA Ha APYKECTBOTO CbC COOCTBEHM aKLUUK;
- YnpasneHue

o EpgHOCTeneHHa ABYCTEMEHHA CTPYKTYpa;

o O6wo cvbbpaHMe Ha aKUMOHEPUTE;
- 3aAb/IKUTENEH OAUT
- Bb3MOKHOCTM 33 NpMBAINYAHE HA KanuTan

o M3paBaHe Ha HOBM aKLUM

o WM3paBaHe Ha ob6anraumnm

o lMybanyHo npepnaraHe
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KOMAHOWTHO OPYMKECTBO C AKLUK

- XubpuagHa popma

- YypepanaBa ce OT OrpaHMYEeHO OTFTOBOPHUTE CbAPYHKHULM, KOUTO N3BMPAT aKLMOHEPUTE U
noAroTBAT (CBUKBAT) yupeauTenHo cbbpaHue;

- [Apy*KecTBOTO MMa 0610 cbbpaHmMe, B KOETO MPABO HA F/1aC UMAT CaMO aKLLMOHEPUTE;

- [lpy*KecTBOTO MMa CbBET Ha ANPEKTOPUTE, B KOMTO y4acTBAT HEOFPAHNYEHO OTFOBOPHUTE
CbAPYHKHULMY;

- AKO HeorpaHM4YeHOOTroBOPEH CbAPYKHUK NPUTEXKABA aKLMKN, TON HE MOXKe Aa rnacysa B
obuwoTo cvbpaHue;
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K/TOH HA HYXAECTPAHHO JIULE

Yy»kam nnua (pmsnyeckn/opmamyeckm nmua) morat ga PermcTpupar KA0oH, ako MMaT Npaso Aa
M3BBPLLBAT TbProBCKa AEMHOCT NO cK/1aTa Ha HAaLMOHANHOTO UM 3aKOHOAaTe/ICTBO

KNOHBT ce peructpupa B TbproBCKUA perucTsbp.
KNOHBT HAMA perncTpupaH KanuTas, HAMa U3NUCKBaAHE 3a KanuTaNoBU BHOCKM;

PeFMCTpMpaHMFIT KJIOH € 4acCT OT 4yXXA4eCTpaHHAaTa KOMIMaHUA, HE cbopMMpa oTAae/1eH HOCUTEN Ha
MMyLLeCTBEHU NpaBa 3a4b/IXKEHUA;

He3aBnucMMO OT ropHOTO:

- [elHOCTTa Ha KNOHa TpAbBa Aa BOAM OTAENHO CYETOBOACTBO
- 3aKOHDBT N03BO/IABA Ha KpeauTopuTe aa BoAAT Aena B bbarapua 3a cnopose, KOUTO
NPOU3TUYAT OT AENHOCTTa Ha KNOHa
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TbPITOBCKO NPEACTABUTE/ZICTBO PETMCTPUPAHO B bTIMN

Yyxkan nnua (pusmyeckun/topuanyeckm nmua) morat 4a permctpmpaT TakoBa NpeacTaBUTeNCTBO,

dKO MMaT NpaBo Aa U3BbPLWBAT TbProBCKa ,DIEVIHOCT no cnanata Ha HAaUMOHA/ZTHOTO UM
3aKOHOAaTeNCTBO,

He ce cb3aaBa lOpUANYECKO NLE;

MpeacTaBuTENCTBATA HE MOTaT NPAKO A3 OCbLLECTBABAT TbProBcka AenHocT. JJeHoCTTa ce

bOKycMpa B MapKETUHT, nonyaspusmpaHe Ha bpaHaa, npeaoctaBaHe Ha MHGOPMALLUA, KOHTAKTU U
Ap.
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FPAXXOAHCKO OPYXECTBO

M3non3Ba ce oT 6bArapCcKku U YyKAECTPAHHU N1L3;

He ce popmmpa oTaeneH cybeKT Ha NpaBa 1 3ab/IKEHMUA, YY4aCTHULIUTE B FPaXKAAaHCKOTO
JIPYXKECTBO Ca TUTYNAPU Ha NpaBaTa U 3ab/IXKEHUAT];

3a gaHbyHK uenn A33/[ GyHKUMOHMPA KaTo topuaMNYecKo nmue, Cb3gaBa ce crneymanHa
NPaBOCYOEKTHOCT 3a AaHbBYHMU LEenn.

3a AenHocCTTa cieaBa Aa ce BOAU OTAe/IHO CYeTOBOACTBO.
PelweHunsTa ce B3eMaT CbC CbrNacneTo Ha BCMYKKU, OCBEH aKO ZIPYyro He e NpeaBuaeHO B A0roBopa;

YyacTueTo B APYXKEeCTBOTO HEe MOXe Aa 6bp,e NnpPexsbp/1€HO OCBEH CbC CblM1aCcnNeTo Ha BCUYKMU.
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Permanent establishment (PE)

Definition in OECD-Model Tax Convention on Income and on Capital, Article 5
All Double Tax Treaties are created following this Model Convention. There are some discrepancies in the separate Treaties. Always a
case-by-case examination has to be performed.

Definition of PE:
1) a fixed place of business through which the business of an enterprise is wholly or partly carried on;

- any premises, facilities or installations used for carrying on the business of the enterprise;

- own facilities or rented;

- itisimportant that the place is at the disposal of the person or the enterprise;

- it hasto be a link between the place of business and a specific geographical point;

- it has to have certain degree of permanency — no fixed period limit, practice shows that there were many cases where a
permanent establishment has been considered to exist where the place of business was maintained for a period longer than
six months; temporary interruptions of activities do not cause a permanent establishment to cease to exist.

2) List of examples:

a) a place of management;

b) a branch;

c) an office;

d) a factory;

e) a workshop, and

f) a mine, an oil or gas well, a quarry or any other place of extraction of natural resources.

3) A building site or construction or installation project constitutes a permanent establishment only if it lasts more than twelve months
(period of construction can vary in the separate Treaties between 6 and 18 months).
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4) List of exceptions to the general definition - activities having a preparatory or auxiliary character; these activities must not be the
essential and significant part of whole activity of the enterprise.

5) acting in a country through a dependent agents i.e. persons, whether or not employees of the enterprise, who are not independent
agents (even if the enterprise does not have a fixed place of business).

- The dependent agents can be individuals or companies;
- They follow the instructions of the enterprise situated in another state;
- Dependent agents are controlled by the principle;
- persons having the authority to conclude contracts; not only formally, but in fact — for example to receive orders and to send
them to a warehouse in another state;
- “habitually” exercise an authority to conclude contracts; frequency of contracting must be evaluated according to the nature
of the contracts and the business of the principal.
6) doing business through an independent agent can not constitute a PE. The independent agent
a) is independent of the enterprise both legally and economically, and
b) he acts in the ordinary course of his business when acting on behalf of the enterprise.
7) The existence of a subsidiary company does not constitute a permanent establishment of its parent company.

Electronic commerce and PE

v' Aserver on which a web site is stored and through which it is accessible is a piece of equipment having a physical location and
such location may thus constitute a “fixed place of business” of the enterprise that operates that server. The server has to be
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located at a certain place for a sufficient period of time. It is common for ISPs (Internet Service to provide the service of hosting
the web sites of other enterprises on their own servers

v" An enterprise that carries on business through a web site dies not acquire a place of business. If the server on which the web
site is stored and used is at disposal of that enterprise, it shall constitute a PE.

v" The question of whether the business of an enterprise is wholly or partly carried on through computer equipment needs to be
examined on a case-by-case basis, having regard to whether it can be said that, because of such equipment, the enterprise has
facilities at its disposal where business functions of the enterprise are performed. It is possible that a PE exist even if the
equipment is operated automatically, without personnel.

v Preparatory and auxiliary activities through a web site are not a PE (if they are not an essential and significant part of the
business activity of the respective enterprise). Examples of activities which would generally be regarded as preparatory or
auxiliary include:

—providing a communications link — much like a telephone line — between suppliers and customers;
-advertising of goods or services;

- relaying information through a mirror server for security and efficiency purposes;

—-gathering market data for the enterprise;

- supplying;

I The distance sale of goods through a web site may require a VAT registration in the country where the goods are sent. The
threshold in Bulgaria for such registration is BGN 70 000,00 within a calendar year.

Performance of services and PE

Even if an enterprise does not fulfils the criteria for having a fixed place of business, where an enterprise of a state performs services
in other state it may constitute a PE. According to the last recommendations of OECD the states may deem that a permanent
establishment exists when the enterprise provides services in another state:
- through an individual who is present in that other state for a period or periods exceeding in the aggregate 183 days in any
twelve month period, and more than 50 per cent of the gross revenues attributable to active business activities of the
enterprise during this period or periods are derived from the services performed in that other state through that individual, or



Karapanayotov MHBECTULUMNOHHU Bb3MOXHOCTU 3A YYXKAECTPAHHU NPEANPUATUA B

Lesova Bb/ITAPUA. MPABHU ACMEKTMU.
Tabanska

attorneys at law and business advisors

- for a period or periods exceeding in the aggregate 183 days in any twelve month period, and these services are performed
for the same project or for connected projects through one or more individuals who are present and performing such services
in that other State.

The definition of PE is also applicable to independent professionals (freelancers) such as architects, engineers, lawyers, IT consultants.
Consequences of the existing of a PE:

The profits of the enterprise from the activity of the permanent establishment are taxable in the country where the PE is situated.
For tax purposes, the PE is deemed as a separate taxpayer.

Obligations of the PE in accordance with the legislation of the country where it is situated:

- To maintain its own accounting;

- To prepare separate annual financial statements;

- To file an annual tax return;

- PE can be registered as employer, to employ staff and respectively it have to declare and pay the social and health insurance
contributions, as such as the wage tax;

Compliance difficulties — it is required an enterprise to retroactively comply with the administrative requirements associated with a
permanent establishment listed above.
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Il. INVESTMENT PROMOTION

Investment Promotion Act

Equal treatment of local and foreign investors in the Republic of Bulgaria.

Scope: Initial foreign and local investments in tangible and non-tangible fixed assets and/or in new employment.

The measures are multi-sector regional investment aid scheme and training aid scheme in accordance with Regulation (EU) Ne
651/2014.

Purposes:

1. Enhancement the competitiveness of the Bulgarian economy through increase of investments in scientific research, innovations
and technological development in high value added production and services respecting the principles of sustainable development;
2. to improve the investment climate and to tackle regional disparities in social and economic development;

3. to create new and highly productive jobs.

Competent authorities: Ministry of economic, InvestBulgaria Agency, Regional governors and municipality mayors

http://www.mi.government.bg

http://www.investbg.government.bg



http://www.mi.government.bg/
http://www.investbg.government.bg/
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Conditions for promotion of investments:

. The investment shall be related to setting-up of a new enterprise, to the growing of an existing enterprise/activity, to
diversification of the output of an enterprise/activity into new products or to a fundamental change in the overall
production process of an existing enterprise/activity;

. The investment shall be implemented in the following economic areas, according to the Statistical Classification of
Economic Activities in the European Community (NACE), applicable in Bulgaria as Classification of Economic Activities,
namely:

- INDUSTRY: manufacturing;

- SERVICES:

= High technology activities in the field of information technologies and services; software publishing;

= Accounting and auditing services and tax consultations;

= Scientific research and development and professional activities of head offices;

=  Education;

= Human health care and medical social care;

= Warehousing and support activities for transportation, which includes supporting production activity services (operation
of warehouses and transport infrastructure - airports, ports etc.)

= Administrative and office support activities, activities of call centres and business support activities;

. The income from the investment project, which is being executed, must be at least 80 per cent of the total income of the
enterprise of the investor for a period of 5 years after completion of the project and for 3 years for small and medium-sized
enterprises;

. The period of project implementation, i.e. the period between the commencement and completion of the project, must
not exceed 3 years;
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. Investment shall not be below the minimum amounts specified in the Regulation for application of the Investment
Promotion Act;

. At least 40% of the eligible costs for the investment must be financed by the investor's own or borrowed resources;

. The jobs created in relation to the investment must be maintained in the relevant region for at least five years in the case
of large enterprises and three years in the case of small and medium-sized enterprises;

. The investment must be maintained in the relevant region for at least five years in the case of large enterprises and three
years in the case of small and medium-sized enterprises, calculated from the date of completion of the investment project;

. Any long-term tangible and intangible assets acquired shall be new and purchased under market conditions from third
parties independent from the investor.

The amount of the investments may be reduced in case that the investment is in:

- Enterprises or activities in economically disadvantaged regions; there is a list of such regions that is updated from time to
time;

- high-technology activities.
"High-technology activities" - the activities defined by Eurostat under the Statistical Classification of Economic Activities in the

European Community (NACE) and, respectively, the direct application thereof in the Republic of Bulgaria through the Classification of
Economic Activities, specified in the Regulations for Application of this Act, such as:
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(a) high-tech manufacturing industries:

- Manufacture of chemical products, excluding the manufacture of artificial and synthetic fibers;

- Manufacture of medicinal substances and products;

- Manufacture of computer and communication equipment, electronic and optical products and related installation, repair
and maintenance;

- Manufacture and repair of electrical equipment and related installation, repair and maintenance;

- Manufacture of machinery and equipment for general and special purpose and related installation, maintenance and repair;

- Manufacture of motor vehicles, trailers and semi-trailers and other vehicles and associated installation, maintenance and
repair, excluding construction and repair of vessels;

- Manufacture, repair and maintenance of vehicles, non-motor vehicles, except for the construction and repair of vessels;

- Manufacture of medical and dental instruments and devices and related installation, maintenance and repair.

(b) services defined as "knowledge-intensive services" (KIS) and "high-tech KIS":

- High technology activities in the field of information technologies and services; software publishing;
- Accounting and auditing services and tax consultations;

- Scientific research and development and professional activities of head offices;

- Education;

- Human health care and medical social care;
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Minimal requirements of investment and new jobs creation for the issuing of a certificate for the different class of investments.

Class of Investment/ Industry High tech industry

Certificate Investment in BGN | Number of new jobs Investmentin | Number of new
BGN jobs

Class A 10 million 4 million 25

Standard

Class A 4 million 150

New jobs criteria

Class A 4 million 25

Municipalities with
higher unemployment

rate

Class B 5 million 2 million 10
standard

Class B 2 million 100

New jobs criteria

Class B 2 million 10

Municipalities with
higher unemployment
rate




Karapanayotov
Lesova

Tabanska

attorneys at law and business advisors

MHBECTULUMNOHHU Bb3MOXHOCTU 3A YYXKAECTPAHHU NPEANPUATUA B
BbJ/IFTAPUA. MPABHU ACMEKTW.

Art of
Investment/Certificate

Services

High tech services

Investment in BGN

Number of
new jobs

Investment in BGN

Number of new
jobs

Class A
standard

3 million

2 million

50

Class A
New jobs criteria

1 million

150

Class A
Municipalities with higher
unemployment rate

Class B
standard

1,5 million

1 million

25

Class B
New jobs criteria

0,5 million

100

Class B
Municipalities with higher
unemployment rate

e [f the investment project is in the high tech industry and is realized in a municipality with a higher level of unemployment the

investor chooses the most favourable possibility.
e Bulgarian citizens, citizens of EU Member States, EEA states or Switzerland or by persons residing in Bulgaria occupy the newly
opened job positions on the legal grounds stipulated in the Employment Promotion Act.
e Municipal councils and mayors of municipalities may encourage significant investment projects realized on the territory of
their municipalities where the amount of investment does not exceed the minimum amount for class B investment. The issue
a Certificate for Class C Investment.
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PRIORITY INVESTMENT PROJECTS

Investment projects which are executed in the same economic activities mentioned above are particularly important for the economic
development of the Republic of Bulgaria or for the functional regions in Bulgaria.

They must satisfy one or more of the following requirements:
1. the amount of the investments exceeds at least three times the threshold amount for Class A;

2. the projects create employment through investments in disadvantaged regions or in high-technology activities, the minimum
number of employed persons being specified in the Regulations for Application of this Act;

3. the projects envisage the establishment of industrial zones with the physical infrastructure necessary for attracting investments
under terms and according to a procedure established in the Regulations for Application of this Act;

4. the projects envisage establishment of technology parks with the physical infrastructure necessary for attracting investments in
scientific research and/or education and/or information technologies, including innovative activities for technological renovation of
manufacturing products and technologies under terms and according to a procedure established by the Regulations for Application of
this Act.
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ADVANTAGES OF THE INVESTMENT CERTIFICATES (INCENTIVE MEASURES):

v

Right to purchase state or municipal real estate property or to acquire limited property rights over state or municipal real
estate property, located near the investment site, without tender procedures, upon evaluation of the real estate property
by at least two licensed independent valuers and upon written consent of the Minister of Economy and the Minister of
Regional Development and Public;

Financing of construction of technical infrastructure elements, such as roads, drainage networks and facilities, and
others. Investors awarded with certificates for class A investment or at least two or more investors awarded certificates
for class investment where the investment is located in an industrial zone are eligible to receive such financing.

Financing of professional training of persons, hired by class A and B investors in relation to certified investments;

Issuance by local or governmental authorities of administrative documents for the realization of the investment project
within periods one-third shorter than the periods set out in the relevant legislative acts.

Individual administrative assistance and service from the Bulgarian Investment Agency, relating to the submission and
obtaining of the necessary documents required under Bulgarian legislation for completion of the investment.
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LABOR LAW
- Regulation with the Labor Code;
- Employment agreements shall be in writing;
- The employer has to register in NRA the conclusion, amendment and the termination of each employment agreement;
- Employment agreements can be for indefinite time or for a definite time;
- Probation period is maximal 6 months;
- Normally the working hours are 8 per day and 40 per a five days working week. There is different exceptions of this rule.

- The employer should compensate overtime. Regularly the compensation is financial. A compensation with additional holiday
is provided for the case of the so-called “irregular working time”.

- Standard holiday paid holiday is 20 working days. Additional holidays may be agreed in the individual agreement or in a
collective employment agreement.
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Remote work — a new form of employment in the Bulgarian Labor Code

Remote work is a form of organised work outsourced from the employers' premises and performed under an employment contract
through the use of information technology, which was, or could have been, performed on the employers' premises before it was
outsourced.

An individual employment contract shall lay down all specific conditions, rights and obligations of the parties thereto with regard to
the remote work and the performance thereof.

Both, the employer ant the employee may propose to the other party to switch from working on the employers' premises to working
remotely by an additional agreement under the individual employment contract.

Combined working modes are allowed too.

The possibilities for switching from remote work to work on the employers' premises stays remain unaffected.

An employee working remotely shall

- designate a specific area in his/her home or in other premises chosen by him/her outside the enterprise to serve as a
workplace;

- be responsible for the proper storage and operation of the equipment provided to him/her. In case of a failure of the
equipment or a breakdown of the information and/or communication systems used, he/she shall immediately alert the
employer thereto in accordance with a procedure and in a manner agreed upon in advance.

The employer shall provide the following at its own expense:

- the equipment needed to perform the remote work, as well as the supplies needed for its operation;

- the software needed;

- preventive maintenance and technical support;

- devices intended for communication with the factory or office worker working remotely, including Internet connectivity;
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- data protection;

- information on and requirements for operating the equipment and keeping it in good repair, and the legal requirements and
rules, including those of the enterprise in the field of data protection for data to be used in the course of the remote work;

- asurveillance system, where it is necessary to install one at the workplace and the factory or office worker's written consent
thereto has been obtained; in such cases his/her right to personal space should be respected;

- other technical or documentary means in accordance with the individual employment contract and/or the collective
agreement.

Work Permit For Experts From Third Countries

The EU Blue Card permit is issued by the Ministry of Interior. It allows citizens of non-EU member state countries to reside and work
in Bulgaria. It is designated for employees that a highly skilled.

"High-skill employment" is the hiring of a person who possesses the necessary competences for occupying a position: a degree of
higher education evidenced by a diploma, certificate or other document issued by a competent authority following a course of study
with a duration of no less than three years delivered by an educational institution recognised as a school of higher learning by the
relevant country.

The specialist from the IT sector are highly skilled and occupy specific types of professions that are included in a List of the professions
for which there is a shortage on the Bulgarian labor market. The List is approved by the Bulgarian Minister of Labor and Social Policy
and may be amnded from time to time.

At this date, the list includes:

Sales specialists in the field of information and communication technologies;
System analyzers;

Software developers;

Developers of web content and multimedia;

YV V VYV
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Application Developers;

Software developers and software applications and analysts;
Database designers and administrators;

System Administrators;

Computer network specialists;

Database and Network Specialists;

YV VYVYYVYYVY

The gross salary of the foreign IT experts has to be at least 2 times higher than the average salary in Bulgaria as per the official statistical
data for the previous 12 months. For this category of EU Blue Card applicants, there is no requirement for performance of market
search by the local employer.
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IV. SOCIAL SECURITY AND HEALTH INSURANCE SYSTEM
Compulsory contributions:

- Social insurance contributions for the State Social Insurance (SSl);

- Supplementary Compulsory Pension Insurance (SCPI);

- Health insurance contributions;

- Contributions to the Guaranteed Receivables of Workers and Employees (GRWE) Fund — now they are not collected, because
the Fund has enough financial resources.

The Law prescribes a minimal amount of income that is used as a base for calculating all kinds of contributions. The minimum
thresholds are determined for each occupation in the respective economic fields.

There is also a maximal amount of the income that is levied with social and health insurance contributions. Now the maximal amount
is BGN 2600,00 per month. Every income over this amount is contributions free.

At this date the obligation for payment of the contribution is divided between employer and employee in a proportion 60:40.

The Employer has to report the contributions due on a monthly basis and pay them until 25. day of the month following the reference
period.
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V. CORPORATE TAX
Corporate Income Tax Act

e 10% flat rate of the corporate tax — levied on profits of local companies, branches of foreign companies, civil partnerships,
permanent establishments;

e 15% tax rate for sole proprietors;
e 10% tax on some kind of expenses —representative expenses, social expenses over the amounts for which a tax relief is granted;

e Withholding taxes (standard rate 10%) — applies on incomes of non-resident enterprises, deriving incomes with source Bulgaria.

Bulgaria has signed Double Tax Treaties (DTT) with many countries (approximately 70). In some cases they provide most favorable
taxation regime in comparison with the national legislation.

The local company that is the payer of the remunerations and the foreign company that is the beneficial owner of the income are
jointly liable for the withholding tax.

To apply the most favorable regime under the DTT the beneficial owner of the income (the foreign company) has to follow a
procedure under the TAX-INSURANCE PROCEDURE CODE.

For income over BGN 500 000,00 for one year from one contract or from a chain of contracts: the beneficial owner has to file a Claim
for relief under the respective DTT. Documents certifying the following circumstances shall be attached to the sample claim:

- the applicant is a resident of another country in the meaning of the respective DDT;
- the applicant is a holder of the income from a source in the Republic of Bulgaria;
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- the applicant does not have a permanent establishment or a base on the territory of the Republic of Bulgaria, to whom the respective
income is actually related;

For income under BGN 500 000,00: the same circumstance shall be proven through presenting of related documents to the Bulgarian
payer of income. The documents must be hold in the accounting of the Bulgarian company and shown to the tax authorities in case of
tax inspections.

Taxation of Dividends

5% tax is imposed on dividends and liquidation quotas distributed by an entity that is a Bulgarian resident for tax purposes to
individuals. The same rate applies to foreign individuals, unless an applicable DTT provides for a lower withholding tax rate.

No withholding tax is due in Bulgaria on liquidation quotas and dividends distributed by Bulgarian entities to tax resident companies
in the EU/EEA. Exception is the cases of hidden profit distribution.

Taxation of Royalties and interest

Interest or royalty payments, paid from a Bulgarian company to an associated company situated in another EU Member State, are
exempt from any taxes in accordance with Directive 2003/49/EC on a common system of taxation applicable to interest and royalty
payments made between associated companies of different EU Member States.

Tax preference for certified investors

Regional aid in the form of retained tax is granted for an initial investment project subject to fulfiiment of additional conditions
under art. 189 CITA.
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VI. PERSONAL INCOME TAX
- Flat rate 10%;
- Thereis no a tax free minimum amount of income;
- Labor tax is withhold and paid in by the employer after deduction of the social and health insurance contributions;
- Employer have to declare the labor tax due on a monthly basis;
VII. VALUE ADDED TAX
Standard VAT rate 20%.
VAT over tourist services 9%.
Very high level of harmonization with the EU law.
Period of reporting — 1 month; no exceptions for small und medium-sized enterprises, the monthly VAT returns are final.

VAT returns have to be submitted to the tax authorities until the 14. day of the month following the reference period.

VAT refund standard period — every 3 months according to a deduction procedure. In case that over 30% of all supplies of the tax
person are export and/or intra community supply of goods — refund period 30 days.

Invoicing rules: electronic invoices are allowed,

VAT-registered investors who perform certain eligible investment projects are entitled to import assets needed for the project
without effective payment of import VAT. In addition, such investors are entitled to refund VAT incurred on local purchases within 30
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days after filing of the tax return. In order to benefit from the special investment rules, the investor needs to obtain an advance
approval from the Minister of Finance. In order to receive the approval, the investment project must meet certain conditions, such as:

e the time limit for implementation of the project does not exceed two years;

e the amount of investment exceeds BGN 5 million for a period not longer than two years;

e more than 20 new jobs are created;

e the personis capable of financing the project, as well as of constructing and maintaining facilities ensuring the implementation
of the said project.

VIIl. LOCAL TAXES AND FEES
Collected by the municipalities.

The Law determines a minimum and a maximum tax rate and the municipality’s council adopts an ordinance where the taxes and fees
for the respective municipality are determined.

Kinds of local taxes:

- Taxon real estates, land is exempted from taxes;

- Tax on vehicles;

- Taxin case of acquisition of real estates and vehicles; In such cases the acquirer has to declare the acquisition within 2 months

since the transfer deal took place.

- Inheritance tax;
Electrical automobiles are exempted from vehicle tax.
,Electrical automobiles" shall be motor cars for up to 8 passengers without the seat of the driver, which use motor with complete
electric charge and do not have internal combustion engine.

Fees for collection of garbage.
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