TAX ALERT

Latest Obligations of Natural Entities Obtaining
Professional Income, Other than Salary-related, to
Declare and Pay Contributions to the Social Security,
Health Insurance and Unemployment Insurance Funds

Concurrently with the entry into force of Government Emergency Ordinance No. 58
/ 2010, regarding the obligations of natural entities achieving professional income
other than salary-related to pay contributions to the Social Security, Health
Insurance and Unemployment Insurance Funds, the obligation of these entities to
declare such contributions to the relevant institutions has also become apparent.

To this effect, the National Employment Agency, the National Pension Agency and
the National Healthcare Agency have published additional information on their
Websites, regarding the obligations of the abovementioned entities to pay and
declare the said contributions. Please find herein below a summary thereof.




Latest Obligations of Natural Entities Obtaining Professional
Income Other than Salary-related to Declare and Pay
Contributions to the Social Security, Health Insurance and
Unemployment Insurance Funds

In compliance with the provisions of Art. lll (2) of Government Emergency Ordinance No. 58 /
2010, amending and supplementing Law No. 571 / 2003, regarding the Tax Code, and introducing
other tax and financial measures ("GEO 58 / 2010”), authorised natural entities shall pay
individual contributions to the Social Security, Health Insurance and Unemployment
Insurance Funds.

The applicable individual contribution rates are provided under Art.5 (2) of Annex 2 to the
Methodological Norms for the Application of Art.lll of GEO 58 / 2010 amending and supplementing
Law No.571 / 2003, regarding the Tax Code, and introducing other tax and financial measures,
approved under Government Resolution No.791 / 2010, as follows:

= 10.5% in the case of the contribution to the Social Security Fund (CAS)
=  5.5% in the case of the contribution to the Health Insurance Fund (CASS)

=  0.5% in the case of the contribution to the Unemployment Insurance Fund.

»  The calculation basis for social security contributions comprises:

a) the achieved monthly net income, but no more than the equivalent of five (5) average
gross salaries per the economy, in respect to recurrent (monthly, quarterly or half-
yearly) professional income, obtained under the conditions set forth in Art.3 (1) or (2) of
GEO 58/ 2010;

b) the achieved annual net income, but no more than the equivalent of five (5) average
gross salaries per the economy, in respect to occasional professional income, as
stipulated under Art.3 (1).

Important!: According to the Communiqué of the National Pension Agency, referring to GEO
58 / 2010, published on the aforesaid institution’s Website (i.e. http://www.cnpas.org) on 24
August 2010, in the case of single entry accounting, the achieved net income shall be
determined as the difference between the gross income and the deductible expenses related
to such income, in compliance with the provisions of the Tax Code, while in the case of the
annual income standards, it is determined on the basis of such standards.

Note: The average gross salary per the economy amounts to RON 1,836.

»  This contribution shall be declared to the pension agency in the territory in which the insured
has his/her domicile by the 25" of the month following the month in which the professional
income has been achieved.

»  The Insurance Declaration Form has been published under Art.7 of Annex 2 to Government
Resolution No.791 / 2010 approving of the Methodological Norms for the Application of
Art.lll of GEO 58 / 2010 which amends and supplements Law No.571 / 2003, regarding the
Tax Code, and introduces other tax and financial measures:
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4. Actml de identitate:

The social security contribution must be paid by the 25" of the month following the month in
which the professional income has been achieved to the Social Security Fund having
classification number 22210304v- Contributia altor persoane asigurate [Contribution of Other
Insured Entities], followed by the Tax Identification Number of each County Pension Agency,
the Territorial Pension Agencies having the obligation to communicate the number of the
account to which such contribution should be paid, while the Payment Order should
compulsorily contain the paid amount and the PIN of the insured.

Important: With a view to avoiding double taxation of the same professional income
achieved by the same individual, the National Pension Agency specifies that the social
security contribution related to such income shall not be paid twice in the same month
for a Declaration lodged both under Law No.19 / 2000 and according to Art.lll of GEO
58/ 2010.

Clarifying references are made to independent activities generating income from freelancing,
as well as to copyright and related rights as defined under Law No.8 /1996 regarding
copyright and connected rights that may not be reclassified as dependent activities.

Freelancers have the obligation to get insured in compliance with GEO 58 / 2010, by
submitting the Insurance Declaration displayed above.

The calculation basis for health insurance contributions comprises the monthly net
professional income determined as the difference between the gross income and the
deductible expenses related to the achieved income, being limited to the equivalent of five
(5) average gross salaries per the economy, the value of which may not be lower than the
national gross minimum salary if such income is the only one to which the contribution rate is
applied.

The health insurance contribution applicable to professional income must be declared on the
terms specified by Law No0.95 / 2006, as amended and supplemented, as follows:

= authorised physical persons: quarterly, by the 15" of the last month in the quarter;

= individuals obtaining income from copyrights and under civil partnership
agreements: annually, by the 25" of January in the year following the year in which
payment is performed.

The Health Insurance Declaration Form has been published on the Website of the National
Health Insurance Agency (i.e. http://www.cnas.ro ):
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DECLARATIE*
Privind obligatiile de constituire si plata la Fondul National Unic de Asigurari Sociale de
Sanatate datorate de alte persoane decat cele care desfasoara activitate in baza unu contract
individual de munca

The health insurance contribution applicable to professional income must be paid on the
terms specified by Law No0.95 / 2006, as amended and supplemented, as follows:

= authorised physical persons: guarterly, by the 15" of the last month in the quarter;

= individuals obtaining income from copyrights and under civil partnership
agreements: annually, by the 25" of January in the year following the year in which
payment is performed.

Note: Failure to submit the Declaration on the terms set under Law No0.95 / 2006 shall be
deemed a contravention.

The calculation basis for unemployment insurance contributions comprises:

c) the achieved monthly net income, but nho more than the equivalent of five (5) average
gross salaries per the economy, in respect to recurrent (monthly, quarterly or half-
yearly) professional income, obtained under the conditions set forth in Art.3 (1) or (2) of
GEO 58/ 2010;

d) the achieved annual net income, but no more than the equivalent of five (5) average
gross salaries per the economy, in respect to occasional professional income, as
stipulated under Art.3 (1).

The unemployment insurance contribution must be paid by the 25™ of the month following
the month in which the professional income has been achieved to the County Employment
Agency in the territory in which the insured individuals have their domicile or residence.

The Unemployment Insurance Declaration Form has been published in Monitorul Oficial al
Romaniei N0.588 / 19.08.2010 through Order No0.599 of the President of the National
Employment Agency, approving of such Form which should be filled in by natural entities
achieving professional income other than salary-related in compliance with Art.1ll (2) of GEO
58 / 2010 that amends and supplements the Tax Code and introduces other tax and financial
measures.
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ANEXA

AGENTIANATIONALAPENTRUT-OCUPAREA FORTEL DE MUNCA

AGENTIAPENTRIUMOCUPAREA FORTEI DE MUMCA A TUDETULLT
MUNICTFIULUTBUCURESTL

DECLARATIE
privind-asisurares i ssterml-aiznrardor peotruosomaj-a persoanelor fizice-care-realizeszi
venituri-de-naturd profesionala. alteledecit-celesalariale pentrucaresedatoreszi-
contributfis indndidusls 1a bugetol asizurarilor pentroyomaj, conform -art. 111 slin.{2}-din-
Orrdonanga de-urgentd & Guvernului or. 582010 pentro- modificares 3i completares -
Legii-nr. 5712003 privindCodul fiscal 3i alte masuri -Gnancar-fiscale

1. Mumsls i prennmesle-asimamlog:

(=)

Cod nuimeric persanal {THE): {

[

Adresz-de-domicilin szn-deregedings:

Localitatea: -

»  The unemployment insurance contribution must be paid by the 25" of the month following
the month in which the professional income has been achieved.

IMPORTANT!!! : Criteria for dependent activities

The criteria according to which an activity may be reclassified as being dependent in compliance
with Art.7 (1), point 2.1 of the Tax Code have been referred to in Tax Alert Mazars No.19 / 4
August 2010.

I RECOMMANDATION:

For any details regarding the Treasury accounts to which the abovementioned
contributions should be paid, as well as the related methods of payment, we
recommend that you should inquire into the official Websites of the relevant
institutions based in the territory in which you have your domicile/residence.
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Tax Alert contains a selection of the latest major issues occurred in the Romanian
legislative framework, is intended only to provide information and, hence, shall not be
deemed to provide professional advice or consultancy.

Therefore, we assume no responsibility in this respect.

Should you require any information related to the foregoing, please do not hesitate to
contact us.

Contacts:

Jean-Pierre VIGROUX - Managing Partner

Hubertus EICHLER - Partner, German & Austrian Desk
Gabriel SINCU - Partner, Head of Tax & Outsourcing Services

CONTACT




