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PJ Wallison

LAW ON THE ESTABLISHMENT

OF FREE ENTERPRISE ZONES

Chapter One

GENERAL PROVISIONS AND DEFINITIONS
Article 1.
(1)
This Law authorizes the establishment and creation of free enterprise zones, referred to herein as Free Zones, in the Republic of Bulgaria.

(2)
Free Zones shall be established to promote new investments, facilitate export development and create new jobs in Bulgaria

(3)
To the extent that the provisions of this Law conflict with the provisions of Decree No. 2242 (published on 17 July l987) and the regulations applicable thereto, the provisions of this Law supersede the provisions of Decree No. 2242 and its regulations.

Article 2.
One or more Free Zones authorized by this Law shall be established by the Bulgarian Enterprise Zone Authority (the "Authority"), each referred to in this Law as a Free Zone.  Four Free Zones shall he authorized by the Authority upon application by a city, or by a group of citizens with the endorsement of a city or other community in or near which such Free Zone would be located, if the Authority finds that the plan for a Free Zone described in the application is feasible and will contribute substantially to the economic development of Bulgaria.

Article 3.  In this Law:

(1)
the "Authority shall mean the Bulgarian Free Zone Authority to be established under the provisions of Chapter 2 of this Law.

(2)
"Administrative Service" shall have the meaning provided for in Article 26 below.

(3)
"Certificate of Compliance" shall have the meaning provided for in Article 12, below.

(4)
"Commission" shall mean the special subordinate body established for each Free Zone by the Authority as described in Article 7.

(5)
"Customs Duty" shall mean any import duty or excise tax imposed by or under the Bulgarian Law of Customs or any future law on customs.

(6)
"Customs Territory" shall mean Bulgaria and the territorial waters thereof but excluding any Free Zone.

(7)
"Developer's Permit" shall mean the permit issued to the Free Zone Developer.

(8)
"Free Zone Developer" shall mean the Private Party selected according to Article 6 below to develop and administer the Free Zone.

(9)
"Free Zone Enterprise" shall mean any Private or Public Party which has been granted a Certificate of Compliance as provided for in Article 12 below, and which operates within the Free Zone.  Free Zone Developers shall be considered Free Zone Enterprises.

(10)
"Free Zone Export" shall mean any good or service originating in the Free Zone and delivered outside of the Free Zone and the Bulgarian Customs Territory by a Free Zone Enterprise, regardless of whether such Export shall have passed through the Bulgarian Customs Territory for shipping or transportation purposes.

(11)
"Free Zone Import" shall mean any good or service to be delivered to a Free Zone Enterprise, whether from inside or outside the Bulgarian Customs Territory.

(12)
"Free Zone Regime" shall mean the benefits provided for in Chapter Five of this Law.

(13)
"Government" shall mean the government of the Republic of Bulgaria.

(14)
"Infrastructure" shall mean any physical structure (such as fences, roads, bridges, or storm sewers) which facilitates economic or other activity or protects property.

(15)
"Master Lease" shall mean the lease for the land comprising the Free Zone, entered between the authority and the Free Zone Developer.

(16)
"Private Party" shall mean any natural person, limited liability company, unlimited liability company, joint stock company or other entity, domestic or foreign, which is not a Public Party or an instrumentality of any government.

(17)
"Public Party" shall mean any agency of the Government, and any wholly or partially Government-owned enterprise.

Chapter Two

FREE ZONE AUTHORITY

Article 4.
(1)
There is hereby created, under the laws of and as an instrumentality of the Government of the Republic of Bulgaria, a body corporate to be known as the Bulgarian Free Zone Authority, with full authority to hold title to land which shall comprise one or more Free Zones, to contract with a Free Zone Developer and others for the purposes outlined in this law, to borrow money in any currency, in Bulgaria or abroad, in order to furnish the Infrastructure and administrative services for Free Zones established hereunder, and to take all other steps which shall be necessary to carry out the purposes of this Law.

(2)
The Authority shall have general responsibility for the operations of Free Zones in Bulgaria and shall make such rules and regulations, consistent with this Law, as shall be necessary to ensure compliance by Free Zone Developers and Free zone Enterprises with the provisions and purposes of this Law.

(3)
Upon request of the Authority, the appropriate agency or agencies of the Government shall cede to the Authority, to be held in the name of the Republic of Bulgaria, an amount of land not to exceed [square kms] for each of four Free Zones.  The land so ceded for each Free Zone shall be continuously held by the Authority until the later of (i) the repeal of the authority granted by this Law; or (ii) the expiration of the form of the Master Lease granted to the Developer with respect to such Free Zone.

Article 5.
(1)
The Authority shall be managed by a Board of Directors which shall consist of up to 9 members as follows:

(a)
two (2) representatives of the Ministry of Foreign Economic Relations appointed by the Minister of Industry and Trade.

(b)
two (2) representatives of the Ministry of Finance appointed by the Minister of Finance.

(c)
five (5) representatives of the Bulgarian private sector and business community, who shall be appointed by the President of Bulgaria to hold office for a period of five years.  One of such private sector representatives shall be designated by the President as the chairman of the Authority at the time of appointment.

(2)
Actions of the Board of Directors of the Authority shall be valid only when taken at a meeting at which there are present at least two (2) representatives of the Government and three (3) representatives of the private sector.

(3)
The decisions of the Board of the Authority shall be reached by a simple majority of the members present.

(4)
The operating expenses of the Authority shall be paid out of revenues received from:  (a) annual lease payments from the Free Zone Developer, and (b) service charges and fees for the Infrastructure and administrative services required by this Law, to the extent these services are provided by the Authority or its agents or contractors.

(5)
After payment of its operating expenses, and the costs of servicing or providing for the service of its outstanding debt, including the setting aside of the necessary reserves or funds for such purpose, all remaining revenues of the Authority in each year shall be paid over to the Government.

Article 6.
Within 60 days of the appointment to the Board of Directors of the Authority of a sufficient number of members to enable it validly to conduct its business, the Authority shall 

(1)
Select a site for the first Free Zone, in consultation with the local governments most affected by the establishment of a Free Zone.

(2)
Select a Free Zone Developer by evaluating plans for a Free Zone submitted by prospective developers, giving due weight to the developer's qualifications, access to financing, and past contributions to the economic development of Bulgaria.  Upon selection, the Developer shall be issued a Developer's Permit.

(3)
Negotiate and enter into a Master Lease with the Free Zone Developer, pursuant to which the Developer shall lease the land in the Free Zone from the Authority for a period of not less than 60 nor more than 90 years.  Leasehold payments by the Developer to the Authority shall be made in any convertible currency or through a debt-swap arrangement approved by the Ministry of Foreign Economic Relations.

Article 7.
The Master Lease for any Free Zone and any sublease thereunder shall be consistent with the provisions of this Law, shall be deemed to contain all the provisions of this Law whether or not set forth therein, and shall:

(1)
provide for an annual rental paid to the Authority in a convertible currency.

(2)
contain terms which permit the Authority to terminate the Developer's Permit in the event that the Developer has failed to meet performance standards (such as minimum levels of investment within specified periods of time), which shall be established by the Developer after review of the plans for each Free Zone.

(3)
not be cancelable while any Free Zone Enterprise is operating in the Free Zone under a valid sublease; provided, however, that Authority may terminate any Master Lease by paying full and fair compensation to any such Free Zone Enterprise which is adversely affected by such termination.

(4)
permit the Developer to sublease portions of the Free Zone to any Public or Private Party for the purposes set forth in this Law and in the Master Lease, and may delegate to the Developer the Authority's responsibility for providing all or a portion of the Infrastructure facilities in the Free Zone, including but not limited to port facilities, roads, electric power, water, sewerage and other essential services.

Article 7A.
(1)
Immediately after the execution and delivery of any Master Lease with respect to a Free Zone, the Authority shall create a subordinate body which shall administer the Master Lease and exercise all of the functions of the Authority with respect to such Free Zone.

(a)
Such subordinate body, which shall be known as the Commission for each specified Free Zone, shall consist of all of the members of the Board of Directors of the Authority and six (6) members chosen each year by the then existing and operating Enterprises within the Free Zone.

(b)
Actions of the Commission with respect to any Free Zone shall be valid only if taken at a meeting at which at least eight (8) members are present, including three (3) representing Enterprises in the Free Zone.

(c)
Until there are at least five Enterprises in any Free Zone, the Developer shall appoint the representatives of the Free Zone on the Commission.

(2)
The Authority with respect to all Free Zones and the Commission with respect to any particular Free Zone shall:

(a)
establish such rules and regulations as are reasonable and necessary to carry out the obligations of the Authority under this Law, provided, however, that, at least [DAYS] prior to the promulgation of any final rule or regulation, the Authority or the Commission shall have published a proposed rule or regulation, shall have solicited public comments regarding such rule or regulation, and shall have considered any comments received with respect to such proposed rule or regulation.

(b)
establish and maintain civil order within each Free Zone, including adequate provision for access by residents and enterprises in each Free Zone to the civil and criminal courts of Bulgaria, and the maintenance of police and fire protection facilities and personnel as shall reasonably be required.

(c)
monitor the performance and growth of the Free Zones and publish its findings periodically, including all relevant statistical data such as land area developed, buildings occupied, jobs created, gross and net foreign exchange outflows of Free Zone Enterprises.

(d)
entertain appeals from denials by the Developer of applications for Certificates of Compliance, or other actions or omissions of the Developer required under the Master Lease, but the Authority may overturn decisions or actions of the Developer only in cases where the Commission finds the Developer to have acted arbitrarily or capriciously or not in accordance with the express terms of the Master Lease or this Law and the rules and regulations thereunder as embodied in the terms of the Master Lease.

(e)
advise and assist the Free Zone Developer and any Free Zone Enterprise in dealing with the Government of Bulgaria.

(f)
perform any other functions necessary to implement the objectives of this Law or to carry out its obligations under a Master Lease relating to any Free Zone.

(3)
Except as set forth herein or in the Master Lease with respect to a Free Zone, no law otherwise applicable in Bulgaria shall be applicable within any Free Zone.  Notwithstanding the foregoing, the laws of Bulgaria affecting civil order, the environment, and personal health and safety shall be applicable in each Free Zone.

Article 8.
No member of the Board of Directors of the Authority, directly or indirectly, shall own, develop, manage, operate or lease free zone enterprises or property within any Free Zone, or contract with any Free Zone Enterprises.

Chapter Three

THE FREE ZONE DEVELOPER
Article 9.
The Free Zone Developer:

(1)
shall be a Private Party formed by one or more Private or Public Parties.

(2)
shall, pursuant to the terms of the Master Lease, have general authority to manage and promote the Free Zone, and to sublease portions of the land subject to the Master Lease for use by Free Zone Enterprises.

Article 10.
(1)
The Free Zone Developer may contract with one or more Private or Public Parties to carry out the Developer's obligations under the Master Lease.

(2)
With the approval of the Commission with respect to any Free Zone, which approval shall not be unreasonably withheld, the Free Zone Developer may assign its rights and obligations under the Master Lease.  The Commission shall approve such assignment, or any change in the control of the Developer, if the Developer reasonably demonstrates that the successor developer will in all respects be capable of carrying out the Developer's responsibilities under the Master Lease.

(3)
If the Commission does not approve the assignment of the Master Lease to a successor Developer, or if the Developer has failed to comply with the terms of the Master Lease and has been removed as Developer, the Free Zone Enterprises then operating in the Free Zone shall have authority jointly to assume the rights and obligations of the Developer under the Master Lease until a successor Developer is found.

Article 11.
Powers and Responsibilities of the Free Zone Developer

In addition to those specifically granted and assigned in the Master Lease, the Free Zone Developer shall have the following powers and responsibilities:

(1)
to authorize the establishment of Free Zone Enterprises within the Zone, and to issue such Enterprises Certificates of Compliance subject to the provisions of Article 12.

(2)
to sublease real property within the Free Zone under the Master Lease, provided, however, that the term of any sublease shall not exceed the term of the Master Lease.

(3)
to make improvements on, construct and maintain buildings, warehouses, factory shells, office and commercial buildings and other facilities, and develop all other Infrastructure necessary or desirable to enhance the Zone's efficient operation, or grant contracts or concessions to other Private or Public Parties for the construction or provision of facilities.

(4)
to contract with Public or Private Parties to provide the services the Developer is required to furnish under the Master Lease, including the construction and operation of any Infrastructure facilities for the Free Zone.

(5)
to maintain adequate security measures including adequate fencing and enclosures to secure the Free Zone and segregate it from the national Customs Territory, and to order the exclusion or removal from the Free Zone of any goods or the discontinuance of any operations, which in its opinion are dangerous and prejudicial to the public interest, health or safety.

(6)
to provide facilities for the Administrative Service, including those for the Customs Service, and to contribute to the cost of such services as directed by the Advisory Committee, as provided for in Article 26 below.

(7)
to review applications for and issue work and residence permits as provided in Article 24 below.

(8)
to mortgage or otherwise encumber the leasehold represented by the Master Lease, its rights under the Master Lease, and any portion of the revenues to be received by the Developer from any source whatever (after having set aside the amounts due the Authority as lease payments under the Master Lease), for purposes of constructing Infrastructure facilities for the Free Zone or for any other purpose in fulfilling its obligations under the Master Lease.

(9)
to promote and encourage the provision by Free Zone Enterprises of training for Bulgarian nationals to fill technical and managerial jobs.

(10)
to issue titles, bonds and other securities to finance the construction of buildings, land development and site improvements, and any other measures to enhance the Zone's economic development.

(11)
to make investments and earn monies from such investments for the purposes of facilitating the operation of the Free Zone.

(12)
to charge and modify fees for any services or facilities it provides within the Zone, including the issuance or reissuance of Certificates of Compliance.

(13)
to adopt rules and regulations within the Zone which promote the safe, efficient and successful operation of the Zone, consistent with the provisions of this Law, provided, however, that, at least [DAYS] prior to the promulgation of any final rule or regulation, the Free Zone Developer shall have published a proposed rule or regulation, shall have solicited public comments regarding such rule or regulation, and shall have considered any comments received with respect to such rule or regulation.

(14)
to promote and advertise the zone to prospective investors and business owners and operators, and to contract with Private or Public Parties to provide such services.

(15)
to maintain adequate and proper accounts and other records in relation to its business in accordance with the regulations developed by the Authority or the Commission with respect to the Free Zone, to require maintenance of similar accounts and records by all Free Zone Enterprises, and to report to the Commission, on a regular basis concerning the Zone's development.

(16)
to take all such other actions as may be necessary to fulfill the purpose of this Law or otherwise to discharge its obligations under the Master Lease.

Chapter Four

FREE ZONE ENTERPRISES

Article 12.
Establishment of Free Zone Enterprises

(1)
Any Private or Public Party may establish an Enterprise within a Free Zone by applying for and obtaining a Certificate of Compliance from the Free Zone Developer as described in this Article.

(2)
Any Private and Public Party seeking to obtain a Certificate of Compliance must submit a complete application to the Free Zone Developer indicating that the objectives of the Enterprise are consistent with those set forth in Article 1 above, and include a notarized statement confirming that the Enterprise:

(a)
will produce goods and services specified in the application which are intended for export or sale to buyers who are resident outside of Bulgaria or to other Free Zone Enterprises.

(b)
will not have any deleterious effect on the environment.

(c)
will abide by any laws and regulations applicable to it in Bulgaria and by the international conventions of which the Republic of Bulgaria is a party.

(d)
will not possess, without prior authorization from the Authority or the Commission with respect to the Free Zone, the following goods which are not to be taken into or stored in the Free Zone:  firearms, ammunition and other items of warfare, dangerous explosives, other dangerous or hazardous materials, inflammable, explosive, radioactive or toxic substances hazardous to the life of persons, animals and plants and to the environment as a whole, narcotics and any other substances illegal under the laws and regulations of the Republic of Bulgaria and international conventions.

(e)
will operate in compliance with the provisions of this Law and any validly adopted final rule or regulation hereunder.

(3)
The Free Zone Developer shall receive and review the applications for Certificates of Compliance or for modifications of Certificates of Compliance in accordance with guidelines promulgated by the Commission and shall issue the applicant a receipt certifying that the application is complete and showing the date on which it was received.

(4)
The Free Zone Developer shall render a decision on the granting of a Certification of Compliance within [DAYS] from the date shown on the receipt certifying that a complete application was received in accordance with guidelines promulgated by the Commission, and shall notify the applicant of the decision within the same period.  If no decision is rendered within this time period, the application shall be deemed approved and the applicant shall automatically be entitled to a Certificate of Compliance.  The same time period shall be observed with regard to applications for the modification of a Certificate of Compliance.

(5)
With respect to certain services to be performed for the Enterprises within a Zone, the Developer may, in the interest of efficiency or to offer an inducement for substantial capital investment, grant an exclusive franchise or service right with respect to the Free Zone for a period of time not to exceed the term of the Master Lease, and may in consequence deny applications for Certificates of Compliance from competing activities.

(6)
Upon approval of an application, the Free Zone Developer shall issue a Certificate of Compliance to the applying Enterprise, which Certificate shall state the effective first date of operation of the Free Zone Enterprise and the nature of activities to be conducted by the Free Zone Enterprise.  A Certificate of Compliance shall be the sole authorization required for a business to qualify as a Free Zone Enterprise and receive all benefits accorded under this Law.  No other authorizations, licenses or approvals whatsoever shall be required of an Enterprise holding a Certificate of Compliance.

(7)
Only Private or Public Parties with Certificates of Compliance may lease property within the Free Zone, and such property may be leased from the Developer or, with the approval of the Developer, from any other lessee of property within the zone.  The Free Zone Developer shall not be required to lease property to a holder of a Certificate of Compliance solely in consequence of the issuance of such Certificate.

(8)
Rent shall be paid to the Free Zone Developer in any currency to be negotiated with the lessee and specified in the lease contract.

(9)
A Free Zone Enterprise may not sell, transfer, or assign its Certificate of Compliance, without the express written approval of the Free Zone Developer, which approval shall not be unreasonably withheld.  A sale or merger of a Free Zone Enterprise without the express written approval of the Free Zone Developer (which approval shall not be unreasonably withheld) shall render the Certificate of Compliance held by such Enterprise automatically invalid and the Free Zone Enterprise shall no longer be eligible for the Free Zone Regime and all related benefits under this Law.

Article 13.
Activities of Free Zone Enterprises

(1)
Except as otherwise provided in this Law or in the Master Lease, Free Zone Enterprises shall be free to undertake any kind of industrial, commercial, or financial activities and render any services, including but not limited to the following:

(a)
to store, pack, divide, sub-divide, group, warehouse, select, breakdown, assemble, disassemble, alter, repair, finish, handle, mix, mark, manufacture, bottle, mount, refine, transform, process, demolish, or grade any foreign or domestic raw material, intermediate, semi-finished or finished goods or components.

(b)
to establish and operate any mechanical, electronic or chemical manufacturing or processing industry, equipment, with the exception of those specified in Article 12(2)(d) above.

(c)
to render and sell all types of communication, telecommunication or information processing services such as data entry, data processing, computer-aided design, computer-aided printing and publishing, software development, telemarketing and any other similar and related services.

(d)
to render and sell any bona fide financial, trust, corporate management, investment, banking, insurance, commercial, advisory, repair and maintenance, professional, training and any other services.

(e)
to carry on any transportation business, including the transportation of passengers or freight, handling of freight, or any energy business, including production, transmission, or storage of energy.

(f)
to carry on any business or activity which is convenient or necessary for the residents of Enterprises in the Zone, including owning, constructing, operating, and maintaining, selling and leasing utilities, hospitals, medical and health clinics, schools, religious facilities, houses and places of residential and business occupation, hotels, boarding houses, clubs, apartment houses, restaurants, marinas, yacht basins and places of entertainment, sport, amusement or cultural activity.

(g)
to carry out any other activities which are lawful in Bulgaria for any Private or Public Entity or which the Free Zone Developer, with advice from the Authority or Commission, might deem desirable for the development of the Bulgarian economy.

(2)
Subject to the provisions of Article 12, any rules or regulations thereunder, and the terms of its lease, a Free Zone Enterprise shall be free to sell, lease or transfer any article, item, good (movable or immovable) or service to another Free Zone Enterprise, or to foreign individuals and foreign businesses resident outside of Bulgaria without any restriction whatsoever.  A Free Zone Enterprise may sell, lease or transfer no more than [PERCENT] of its production to another enterprise or individual resident within the Customs Territory of Bulgaria.  Any such sale, lease or transfer shall be subject to the payment of the applicable Customs Duty, as specified in Article 16 below.

(3)
A Free Zone Enterprises shall be free to determine profits, profit margins and rents of its transactions and may procure goods and secure services from the firm or company of its choice.

Chapter Five

THE FREE ZONE REGIME

Article 14.
The Free Zone Developer and any Free Zone Enterprise shall be entitled to the benefits of the Free Zone Regime initiated by this Law.  This regime includes commercial, fiscal, customs and labor code related benefits, as well as various other incentives and facilities provided for by this Law.

SECTION I:  COMMERCIAL BENEFITS

Article 15.
The various provisions in decrees, laws and regulations which fix restrictions on imports and exports in Bulgaria shall not apply to the Free Zones established under this Law.  Therefore, licenses, authorizations and quota restrictions shall not be applicable to Free Zone Imports and Exports.  Free Zone Imports and Exports, however, shall be subject to prior declaration formalities for the purposes of statistical studies and Customs service inspection and control.  No price or profit margin controls shall apply to the goods and services of Free Zone Enterprises.

Article 16.
With the approval of and under conditions specified by the Commission, a Free Zone Enterprise may export up to [PERCENT] of its annual production of goods and services to the Bulgarian Customs Territory.  Such sales of Free Zone Enterprises to the Customs Territory shall be considered as imports under the laws of the Republic of Bulgaria, and subject to the payment of all relevant Customs Duties and taxes by the importing party.  The Value of such imports, for purposes of determining the Customs Duty owed, shall be the value of the import net of the value of any Bulgarian components and the cost of labor and overhead incurred in the Free Zone.  Temporary duty-free imports of goods into the Customs Territory are permitted for organization of exhibitions and publicity events.

Article 17.
Free Zone Enterprises shall not be subject to the provisions of Decree-Law NO. 56 and the regulations applicable to it.

SECTION II:  TAX CONCESSIONS

Article 18.
During the first [# OF YEARS] [10 YEARS] of its operations in any Free Zone, each Free Zone Enterprises shall enjoy complete exemption from existing or future direct and/or indirect duties and taxes, including, but not limited to, added value taxes, taxes on income, profits, sales or capital gains, or any other kind of tax or excise whatsoever, and all duties, tariffs, levies of any kind on good or services, tangible or intangible.

Article 19.
Thereafter, Free Zone Enterprises shall be liable for a tax on profits, computed in accordance with regulations duly adopted by Bulgarian tax authorities, at a flat rate of [PERCENT], solely on profits earned on operations within the Free Zone.

Article 20.
Other Tax Concessions

(1)
Total net losses incurred over the tax holiday period provided for in Article 18 above shall be considered as expenses for the subsequent years and deducted from profits made over such years without any limits to the period of carry-over.

(2)
All purchases or sales of foreign currency by a Free Zone Enterprise shall be exempt from any currency export tax or quota and Free Zone Enterprises may retain 100 percent (%) of their net foreign currency receipts.

SECTION III:  CUSTOMS BENEFITS

Article 21.
Free Zone Imports and Exports; Exchange Controls

(1)
Free Zone Enterprises shall be exempt from all existing and future Customs Duties and taxes.

(2)
All Imports of a Free Zone Enterprise, including capital equipment, office furniture, office equipment, building materials, tools, spare parts, raw materials, intermediate goods, supplies and consumer goods shall be exempt from all Customs Duties and taxes and from all other existing and future direct and/or indirect duties, taxes and imposts.

(3)
All exports of a Free Zone Enterprise shall be exempt from all Customs Duties and taxes and from all other existing and future direct and/or indirect duties, taxes and imposts.

(4)
Fees for import and export services shall be set at a level that reasonably reflects the cost of providing the services and shall be paid by the Free Zone Enterprises using such services.

(5)
As long as any Free Zone Enterprise is operating in a Free Zone under a valid Certificate of Compliance or sublease, the Government of Bulgaria will not impose exchange controls or any other restriction, impost or tax on the transfer of funds in any currency into or out of such Free Zone.

Article 22.
Domestic Sales to Free Zone Enterprises

(1)
The sale of raw materials, intermediate, semi-finished and finished goods by domestic parties resident in the Customs Territory to a Free Zone Enterprise and by one Free Zone Enterprise to another Free Zone Enterprise or resident shall be exempt from any existing or future internal turnover tax, internal tax on production, value-added tax or any other duties, taxes or imposts of the same nature.

(2)
A domestic buyer from the Free Zone shall pay for any such item, raw material, equipment or other good specified in paragraph (1) of this Article in the currency which is legal tender in Bulgaria converted at the most favorable prevailing rates through the National Bank or its designated commercial bank affiliates.

Article 23.
Customs Clearance Procedures

(1)
The Customs Office shall defer inspection of any Free Zone Imports to the Free Zone until such Free Zone Imports reach the Free Zone.  Such Free Zone Imports shall benefit from direct removal and shall be transferred under customs seal and escort.  At the entry to the Zone, the Customs Office shall inspect the Free Zone Imports to determine whether the Free Zone Imports contain any prohibited articles, items or materials and are consistent with the related documents; valuation of merchandise shall not be required.

(2)
The Customs Office shall inspect Exports of a Free Zone Enterprise at the Free Zone to determine whether the Free Zone Exports contain any prohibited articles, items or materials and are consistent with the related documents.  Following such inspection, the Free Zone Exports shall be transferred to the port of exit under customs seal and escort with no further customs inspection or intervention.

(3)
The Customs Office shall maintain an on-site office at the Free Zone to carry out its responsibilities under this Law.  The operating costs for such office shall be borne by the Free Zone Developer or Operator.

SECTION IV:  PROVISIONS RELATING TO LABOR REGULATIONS

Article 24.
(1)
Other than those labor regulations related to the health and safety of workers, no provisions of the labor laws of Bulgaria shall apply to workers employed by Free Zone Enterprises.

(2)
In particular, Free Zone Enterprises shall:

(a)
not be restricted in their ability (i) to employ and dismiss Bulgarian or expatriate personnel and negotiated employment contracts with such personnel, subject only to the provisions of this Article and any valid rules or regulations promulgated by the Free Zone Developer; and (ii) to set wage rates for Bulgarian or expatriate personnel.

(b)
be exempt from deductions and contributions prescribed by the social security laws, unemployment compensation laws, and similar laws applicable in Bulgaria.

(3)
All expatriates working on a regular basis in the Free Zone must possess a work permit and all those residing in the Zone must possess residence permits.   Applications for work and residence permits shall be submitted to the Free Zone Developer, which shall grant work and residence permits to all expatriates hired by a Free Zone Enterprise, subject to the provisions of this Article.  The Free Zone Developer may request from the applicant all information deemed necessary to determine whether such permits should be granted, but such permits will not be unreasonably withheld and will be issued within [DAYS] of receipt of an application.

(4)
The Free Zone Developer shall freely grant work permits to expatriate applicants employed by a Free Zone Enterprise through the [YEAR] of the Free Zone, at which time further work permits will only be granted up to [PERCENT] of the workforce of the applying Enterprise.  The work permits issued shall remain in effect in accordance with the duration of the contract of employment signed between the employer and the expatriate.  Residence permits shall be issued to all expatriates working in the Free Zone and residing there regularly, as well as to all immediate family members of such expatriates and others as determined by the Free Zone Developer.

(5)
The Free Zone Developer shall submit copies of all accepted applications for work and residence permits to the Authority for statistical and supervisory purposes.

(6)
The delivery of work and residence permits in accordance with this Article shall involve no more than a nominal fee or charge to the applicant.

(7)
The Developer may charge a reasonable fee for the issuance of work and residence permits.

(8)
During the validity of the work or residence permits issued hereunder, the employee shall be exempt from income tax provided that there is evidence that the employee is liable for income tax in his home country for the income earned from the Free Zone.  If the employee is not liable for such income tax in his home country, then the employee shall pay income tax under the laws of Bulgaria, but shall be allowed a [PERCENT] exclusion of such income for the purposes of calculating such income tax liability.

SECTION V:  OTHER ZONE-RELATED INCENTIVES AND BENEFITS

Article 25.
(1)
the Free Zone Developer and Free Zone Enterprises shall be exempt from any requirements of Bulgarian law concerning the use of Bulgarian nationals or firms for specified services or to supply specified goods, and from all requirements, quotas, preferences, charges or levies of any kind.

(2)
Unless furnished by the Developer pursuant to the terms of the Master Lease, electrical power, water, sewerage, and other similar services and utilities will be furnished to the Free Zone by the Authority or the Commission at rates which are equal to or less than the rates charged to the most favored Bulgarian private sector user of such facilities.

(3)
The Free Zone Developer and Free Zone Enterprises may install their own power generation equipment for their own operations.

(4)
The Free Zone Developer and Free Zone Enterprises shall benefit from most favored nation port charges for services provided by the agency of the Bulgarian Government which is authorized to assess and collect such charges.

(5)
The Free Zone Developer and Free Zone Enterprises may purchase and install their own telecommunications systems, such as satellite earth stations and microwave systems for their international telecommunications requirements.

(6)
No rent or tenancy controls shall apply to any rental property inside a Free Zone.

(7)
Free Zone Enterprises, their foreign owners and their expatriate employees shall be free to have foreign currency accounts and to remove funds earned or invested in the Zone, or otherwise brought into the Zone from any country, and to place such funds in any country including Bulgaria.

(8)
The property of all Free Zone Enterprises in the Free Zone is not subject to any seizure or confiscation by administrative order, and if the tangible or intangible property of any Free Zone Enterprise is taken by authorized process of law in Bulgaria full and fair compensation will be paid to the owner of such property by the Authority on behalf of the Government of Bulgaria.  This provision shall be deemed to be included in the Master Lease and in every sublease thereunder.

Chapter Six

ADMINISTRATIVE SERVICES WITHIN THE FREE ZONE

Article 26.
Unless delegated to the Developer in the Master Lease, the Authority shall establish and operate an Administrative Service, which shall provide the following services to the Free Zone Developer and Enterprises:  customs control and supervision; policing the Zone; maintaining public order and fire protection; medical facilities, health-service and epidemics control; port facilities; education; and veterinary and phytosanitary control.  The Authority may contract with other Private or public Parties to provide such services and may delegate responsibility for providing such services to the Free Zone Developer, as necessary to promote efficient operation of such services.  The Administrative Service shall be delegated powers, by the relevant governmental bodies involved, to grant the necessary authorizations and licenses for carrying out this provision.  The Authority may charge fees for such services, which fees shall be set at a level that reasonably reflects the costs of providing the services and shall be paid by the Free Zone Enterprises using such services.

Article 27.
Pursuant to the Master Lease, the Free Zone Developer shall provide all other necessary administrative services in the Zone, and may charge reasonable fees for such services.

Chapter Seven

OFFENSES, DISPUTES AND LITIGATION
Article 28.
(1)
In the event of repeated violations of this Law or any other law applicable to any Free Zone Enterprise or to the Developer, or if the Developer or any Free Zone Enterprise engages in repeated violations of the provisions of the Master Lease or a sublease, the Developer or the Commission, after notice and opportunity for a hearing, may terminate the Certificate of Compliance of such Enterprise, or suspend such Certification for an appropriate period.  Operations in a Free Zone may not continue while a Certificate of Compliance is suspended or after it has been terminated.

(2)
In the event of repeated violations of this Law or any other law applicable to the Developer, or if the Developer engaged in repeated violations of the provisions of the Master Lease, the Commission, after notice and an opportunity for a hearing may terminate the Developer's Permit to act as Developer under the Master Lease.

(3)
If the Commission determines that an expatriate working for an Free Zone Enterprise does not satisfy the residence and work permit requirements, then the Commission, after proper notice and hearing in accordance with regulations issued by the Authority or Commission, may propose the revocation of the work or residence permit to the Free Zone Developer.  The procedure for revocation shall be the same as that for the granting of such permit.  The revocation shall automatically entail prohibition from continuing to work in the Free Zone or elsewhere in Bulgaria.

(4)
The Developer or a Free Zone Enterprise may appeal any termination or suspension of the Developer's Permit or a Certificate of Compliance of a Free Zone Enterprise to a court of first instance of Bulgaria or to arbitration under the rules of the International Arbitration Association.  Any challenged permit or Certificate of Compliance shall remain in effect until such appeal is concluded, with the exception of violations related to the possession of prohibited goods under Article 12(2)(d) above.  The party or parties shall abide by the final decision of the appropriate court or arbitration tribunal.  The losing party or parties shall pay all costs of arbitration.
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