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INTRODUCTION

STRUCTURE

This report is structured in three separate Segtion

1.2

Section 2 provides a description of the tax-bensfistem in Belgium in 2001,
focusing on the modules modelled by Euromod (fanmgnefits, income support,
social security contributions and personal incoeg.tThe structure of the document
is the same as in the 1998 Country Report in otdefacilitate the comparison
between the years. Very few changes have occuugdgd1998 and 2001. The latter
mainly involve uprating of amounts in order to adjtor inflation.

Section 3 describes the uprating factors usedftaténthe 1997 monetary amounts to
the new 2001 baseline: different uprating factaasenbeen used for earnings (blue
collars, white collars), self employment incomeydastment income, benefits not
simulated by EUROMOD (like pensions or unemploynieeefits), interests on loans
and cadastral incomes.

Section 4 presents a comparison between EUROMOUOItseand similar statistics
derived from external sources. The validation isfqggened with respect to national
accounts monetary aggregates (such as social secantributions and benefits and
personal income tax) and income distribution indederived from the ECHP.

THE INDEXATION OF AMOUNTS:

The indexation of social benefits, social secucibntributions, income brackets, exemptions,
reductions, deductions and limitations to the tatiwgith the exception of civil servants
retirement pensions, are simultaneously indexee. idexing is linked to a pivot-series of
indexes in geometric progression whose reason (2. lEach time the average of two
following “smoothed health indexes” (that is theeeage of the monthly retail price index
computed on a basket excluding tobaccos and aleplamid the three previous months)
reaches the pivot-series, an indexation occurs.|dtter is performed by multiplying the base
amounts in the legislation by 1¥)2vhere N is the number of times when the pivoeintas
been attained. For this reason a rank number acited to each pivot-number in the series.
Between 1998 and 2001 the pivot index was attaiheze times: in June 1999, in September
2000 and in June 2001. The amounts reported irptper and modeled in EUROMOD refer
to the ones in vigor at the beginning of 2001.

Income brackets, exemptions, reductions, deductiand limitations referring to PIT
(Personal Income Tax) are adjusted annually ab#dgnning of each year, according to the
retail price index. The adjustment of base amoismbased on a coefficient derived from the
ratio of mean retail price index (rounded up todhlmsest hundredth) of the year preceding the
income tax reference year (i.e. for income tax 2A@99) to the mean of 1988 retail price
indexes. The resulting coefficient is then roundgxdto the closest fourth decimal. The
indexed amounts (obtained from multiplying previogsar amounts by the rounded up
coefficient) are then — generally — rounded ughtodlosest 1000 BEF-.

Table 1 shows the different policies that are miedeby EUROMOD and refers to the
sections in which the various policies are describe

Table 1. Policies included in the policy spine

SECTION POLICY DESCRIPTION
4.1.1 SBEN_CBord_BE "Ordinary" Child Benefit



41.1.4

Error!
Reference
source not

found.

Error!
Reference
source not

found.

4.1.3

4.1.3.3
4.2

4.2

4.3
4.3
214
214
214
214

214

214

214

214
224
2241

2.24.2

2244

2.2.4.5

SBEN_CBsoc_ BE
SBEN_CBsePen_ BE

SBEN_CBse_BE

SBEN_CBguarant BE

SBEN_cbb_BE
SBEN_ISnoChMarr_BE

SBEN_ISChMarr_BE

SBEN_ISold_BE
SBEN_CBdiswrk BE
EESIChi_BE
EESICui_BE
EESICpi_BE
ERSIChi_BE

ERSICdi_BE

ERSICui_BE

ERSICoth_BE

ERSICothBlue_BE
ERSICpi_BE
SESICmain_BE

SESICcomp_BE

SESICnopen_BE

SESICpen_BE

"Social Supplement" Child Benefit

Ordinary Child Benefit for Self-Employed
People with pension

Ordinary Child Benefit for Self-Employed
People without pension

"Guaranteed" Child Benefit received by
low income claimants who don't receive
any other form of child benefit

Child Birth benefit

Income Support for people without spouse
or own children ("revenu minimum de
moyen d’existence or in abridged:
MINIMEX")

Income Support for people with spouse or
own children ("revenu minimum de moyen
d’existence or in abridged: MINIMEX")
Income Support for the Elderly (“revenu
garanti aux personnes agees")

Child Benefit for children of “invalid
workers"

employee contributions to healthcare and
sickness insurance

employee contributions to unemployment
insurance

employee contributions to pensions
insurance

Employer contributions to healthcare and
sickness insurance

Employer contributions to disability
insurance  (occupational disease +
occupational injury)

Employer contributions to unemployment
insurance

Other Employer Contribution Payments
(family benefits, wage moderation, annual
holidays for blue collar workers, "conge-
education", company closing down,
employment fund)

Employer Contribution for annual
holidays for Blue Collar Workers

Employer contributions to pension
insurance

Self-employed Social Insurance
Contribution — SE is Main Activity
Self-employed Social Insurance
Contribution — SE is Complementary
Activity

Self-employed Social Insurance

Contribution - Retirement age and no
pension

Self-employed Social Insurance
Contribution — Also receiving a pension



2243 Self-employed Social Insurance
Contribution — SE not in retirement age,
receiving a pension

2.5 EESIChiPen_ BE Pensioners contributions to health and
disability insurance and solidarity
contribution

3.1.2.1 PT BE Property Tax

3.1.24 IT_EarnCostDed_BE Wage Earner's Deduction

3.1.2.2 IT_Schedulel BE Income Tax where Investment Income is
taxed together with other income

3.1.2.2 IT_Schedule2_BE Income Tax where Investment Income is

taxed separately from other income

2 SOCIAL SECURITY CONTRIBUTIONS
2.1 EMPLOYEES’' AND EMPLOYER'’S SOCIAL SECURITY CONTRIBUT IONS:

211 DEFINITION OF EMPLOYEES:

The social security scheme for employees applie@gtéers who are active in Belgium under

the terms of a labour contract. They must work dar employer who is either settled in

Belgium or has at least his operational headqusameBelgium.

In general, the social security of employees appiee workers and employers bound by a
labour contract. Nevertheless, people who are aohth by a labour contract but execute a job
in the same conditions, or work for money under alighority of another person, are also
liable to the social security scheme of employees.

2.1.2  EXTENT OF THE LIABILITY:
The liability to social security of employees cavéne following branches:

» old age pension and survivor pension

* sickness and invalidity insurance

* unemployment

« family benefits for employees

e occupational injury and disease

« annual holidays for blue-collar workers.

2.1.3 CONSEQUENCES OF THE LIABILITY:

The liability to social security of employees isteralised by the payment of contributions.
The contributions are computed quarterly, in petags of the gross income, before deduction
of withholding tax. The employer pays one parthed tontributions. The employee pays the
other part. Prior to 1995 the different brancheshef social security had separated budgets,
after 1995, however, a global management has I@duced. A specific contribution rate is
associated to each social security branch. Thiscag#on is nevertheless fictitious from a
financial point of view. Indeed, since the globamagement has been introduced, the yield of
social contributions is not shared anymore propodily to these rates among the different
branches but according to the needs of each brdegbept for the annual holiday
contributions for blue-collar workers).

2.1.4 CONTRIBUTION RATES:
Table 2. Rates of social insurance contributions for empésye

Social security branches Blue collars White collars
% of gross salary x 108% % of gross salary



Employee Employer Employee Employer
contribution  contribution contribution  contribution

1. Sickness and invalidity 1,15 2,35 1,15 2,35
(indemnity)
2. Sickness and invalidity 3,55 3,80 3,55 3,80
(health care)
3. Unemployment 0,87 1,46 0,87 1,46
4. Pensions 7,50 8,86 7,50 8,86
5. Family benefits 0,00 7,00 0,00 7,00
6. Occupational disease 0,00 1,10 0,00 1,10
7. Occupational injury 0,00 0,30 0,00 0,30
13,07 24,87 13,07 24,87
Other contributions
8. Wage moderation 0,00 7,48 0,00 7,48
9. Temporary and old age 0,00 0,31 0,00 0,31
unemployment* (=0,10+0,20+0C (=0,10+0,20
,01) +0,01)
10. Institutional adjustment 0,00 0,05 0,00 0,05
plan
11. Child care facilities 0,00 0,05 0,00 0,05
12. Paid educational leave 0,00 0,04 0,00 0,04
13. Annual holidays (for 0,00 6,00 - -
blue-collar workers)**
14.Unemployment 0,00 1,69 0,00 1,69
(supplement for company (=1,60+0,09) (=1,60+0,09)
with more than 10 workers)*
15. Company closure fund 0,00 0,19 0,00 0,19
16. Company closure fund 0,00 0,02 0,00 0,02

(supplement for company
with more than 19 workers)

Total contributions

a) till 9 employees 13,07 38,99 13,07 32,99
b) 10 to 19 employees 13,07 40,68 13,07 34,68
c) more than 20 employees 13,07 40,70 13,07 34,70
Notes:

* included special wage moderation contribution.
**not included the 9, 50 % contribution calculated the gross remuneration of the previous year.

2.2 SELF-EMPLOYED SOCIAL SECURITY CONTRIBUTIONS:

221 DEFINITION OF SELF-EMPLOYED:

According to Belgian social security legislationete are two distinguished self-employment
status: self-employed as main activity and selfdeysd as a complementary activity. The
former applies either to a self-employed person mactises a professional activity in
Belgium without being bound by a labour contractaothe “aidant”, (i.e. a person who helps
a self-employed worker in the practise of his/h@fgssional activity without being bound by
a labour contract), while the latter applies teeaspn performing a self-employment activity
in parallel with at least a part-time salariedatj with studies, etc.



2.2.2  EXTENT OF THE LIABILITY:
The liability to social security of self-employedwers only the four following branches:

» old age pension and survivor pension

» sickness and invalidity insurance

« family benefits for employees

e occupational injury
All self-employed are liable to pay compulsory sbciontributions, except in the following
cases:

» the “aidant” before the age of 20, only if he/sh@ot married to the self-employed

with whom he/she are collaborating;
» the “aidant” working less than 90 days per year;
» the “aidant” still studying and benefiting from fdynallowance.

2.2.3 CONSEQUENCES OF THE LIABILITY:

The liability to self-employed social security sofeeis materialised by the payment of social
contributions.
Liable self-employed must pay lump sum annual doations corresponding to:

» 1.200 BEF if professional income is greater tha®.#P6 BEF and lower than
1.979.760 BEF

» 2.500 BEF if professional income exceeds the laiumt.

No lump sum contribution are due if professionabime is lower than 408.126 BEF.

A part from the later lump-sum contributions, adufitil contributions depend on professional
income of the three previous years. Thus, contiobstfor 2001 are computed on the basis of
professional income of the year 1998. In the begmnhe self-employed pay during three or
four year's temporary contributions. Then, thesetgbutions are adjusted in function of real
professional income. Contributions are calculated tke basis of net revalued income,
augmented for social contribution due for that ydar obtain the revalued income, gross
income of the reference year is multiplied by aateation coefficient, which represents the
consumer price index. Contributions are paid quigrtéo a social insurance fund.
Contribution rates depend on the legal status efseif-employed and other criteria (namely
an age criterion and weather or not the self-engzlay receiving a pension).

2.24 RATES OF SELF-EMPLOYED SOCIAL SECURITY CONTRIBUTION S ON:

Contributions due by self-employed depend on tlgallstatus of the latter, i.e. on weather
self-employment is the main or complementary afgtivon the age and on weather or not the
self-employed is receiving a pension.

2.2.4.1 SELF-EMPLOYED AS MAIN ACTIVITY

Table 3. Rates of self-employed social insurance contrilmstiomain activity

Nature of the contribution Contribution rates, floors
and ceilings



Quarterly provisional contributions

- until the last quarter of the first year 17.039 BEF
- for the fourth and following quarters 19.804 BEF
- for each subsequent quarter for which there is 22.432 EUR

reference income
Quarterly definitive contributions

- reference income under 1.979.760 BEF(1) 16,70%

- reference income over 1.979.760 BEF 12,27%

- Minimum quarterly contribution 17.039 BEF (2)
- Maximum quarterly contribution 111.382 BEF (2)

(1) No quarterly contributions are due if referemmme is lower than 408.126 BEF
(2) Maximum includes %2 of lump-sum contribution; nmaum only applies if reference
income is over 408.126 BEF.

2.2.4.2 SELF-EMPLOYED AS A COMPLEMENTARY ACTIVITY

Table 4. Rates of self-employed social insurance contrilmstie complementary activity

Nature of the contribution Contribution rates, floors
and ceilings
Quarterly provisional contributions 1.825 BEF

Quarterly definitive contributions:

- reference income under 43.709 BEF 0%

- reference income between 43.709 and 1.979.760 BE 16,7%

- reference income between 1.979.760 and 2.895.8F6 12,27%

- Minimum quarterly contribution 1.825 BEF

- Maximum quarterly contribution 111.382 BEF(1)

(1) Maximum includes %z of lump-sum contribution.

2.2.4.3 SELF-EMPLOYED WHO HAVE NOT REACHED THE RETIREMENT AGET ARE RECEIVING A
SURVIVOR PENSION

Table 5. Rate of self-employed social insurance contribigiennot in retirement age,
but receiving a survivor pension

Nature of the contribution Contribution rates, floors and
ceilings
Quarterly provisional contributions
- until the last quarter of the first year 17.039 BEF
- for the four following quarters 19.804 BEF
- for each subsequent quarter for which there is 22.432 EUR

reference income
Quarterly definitive contributions

- reference income under 206.957 BEF - Normal or complementary
regime (see above)
- reference income over 206.957 BEF - Normal regime (1)

(1) The contribution is computed on the floor @84126 BEF, even if the actual reference
income is lower.

10



2.2.4.4 SELF-EMPLOYED WHO HAVE REACHED THE RETIREMENT AGEJT ARE NOT RECEIVING A
PENSION

Table 6. Rate of self-employed social insurance contribigionetirement age reached ,
but not receiving a pension

Nature of the contribution Contribution rates, floors
and ceilings

Quarterly provisional contributions: 3.650 BEF

Quarterly definitive contributions:
- reference income less than 87.418 BEF - 0%

- reference income between 87.418 and 1.979.760 BE - 16,70%

- reference income between 1.979.760 and 2.895.8 6 - 12,27%

- Minimum quarterly contribution - 3.650 BEF

- Maximum quarterly contribution - 111.382 BEF (1)

(1) Maximum includes % of lump-sum contribution.

2.2.45 SELF-EMPLOYED WHO HAVE REACHED THE RETIREMENT AGE ANE RECEIVING A PENSION

If reference income is less than 265.314 BEF (tlw®me limit is brought up to 397.971 in
case of dependent children), the self-employed fhlisentittement to the pension. The
corresponding income limits are set to 530.628 BE& 663.285 BEF if the pension recipient
is less than 65. If reference income is 15% or nmogher than the previous amounts, the
pension entitlement is suspended. If referencenmeces less than 15% higher than reference
amounts, the pension is reduced proportion to rthetibn of the reference income above the
income limits. Other than that, the self-employedeiving a pension is liable to pay social
contributions at the rates exposed ion the follgwtable.

Table 7. Rate of self-employed social insurance contribigiemetirement age reached

and receiving a pension

Nature of the contribution Contribution rates, floors
and ceilings
Quarterly provisional contributions: - 2.839 BEF

Quarterly definitive contributions:

- reference income less than 87.418 BEF - 0%

- reference income above 87.418 BEF - 12,99%

- Minimum quarterly contribution - 2.839 BEF

- Maximum quarterly contribution - 12.924 BEF (1)

(1) Maximum includes % of lump-sum contribution.

2.3 SOCIAL SECURITY CONTRIBUTIONS OF WORKERS OF THE PUB LIC SERVICES

2.3.1  DEFINITION OF WORKERS OF THE PUBLIC SERVICES *
The staff hired by:

* the State;

! Note that variables in the dataset do not allomafalistinction of all different typologies of cidervants. All
civil servants are assumed to be permanently apgbioy the public services. The different contributrates
for other typologies of civil servants are nevelgle reported.
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* the French Community, the Dutch Community and @&rman Community;
* the Walloon Region, the Dutch Region and the RegidBruxelles-Capitale.

Is either statutory staff or contractor staff. Btatutory agents are permanently appointed. As
a consequence of their special status, the latiptayees are excluded from the
unemployment risk and therefore do not contribatsuch branch of social security. Other
than that, there are some other minor differenagstive ordinary employees’ contributions
scheme

2.3.2 RATES OF CIVIL SERVANTS SOCIAL INSURANCE CONTRIBUTI ONS
2.3.2.1 CIVIL SERVANTS APPOINTED PERMANENTLY

Table 8. Contribution rates of civil servants appointed pamantly:

Social security branches In percentage of the remuneration
Workers contributions Employer contributions
1. Sickness and invalidity 3,55% 3,80%
(health care)
2. Pension 7,50% 8,86%

2.3.2.2 CIVIL SERVANTS NOT APPOINTED PERMANENTLY

Table 9. Contribution rates of civil servants not appoin@ermanently:

Social security branches In percentage of the remuneration
Workers contributions Employer contributions

1. Sickness and invalidity 1,15% 2,35%
(indemnity)
2. Sickness and invalidity 3,55% 3,80%
(health care)
3. Unemployment 0,87% 1,46%
4. Pension 7,50% 8,86%

2.4  SOCIAL SECURITY CONTRIBUTIONS OF LOCAL GOVERNMENT S TAFF:

2.41  DEFINITION OF LOCAL GOVERNMENT STAFF:
Local government staff employed by:

e the communes;

* public establishments which depend on communes;

» the associations of communes;

* the communes’ agglomerations and the communestr&tidns;

e public establishments which depend on communes’loaggrations and on
communes’ federations;

» the provinces;

* public establishments which depend on provinces.

may be statutory staff or contractor staff. As relgasocial security, the distinction between
staff appointed permanently and other employeesimed in the local government imply
slightly different liability to social insurance.
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2.4.2 EXTENT OF THE LIABILITY:
2.4.2.1 | OCAL GOVERNMENT STAFF APPOINTED PERMANENTLY

Workers appointed permanently are bound by gemsaa@hl security scheme for employees
for sickness and invalidity insurance (health csetor). Local governments have a particular
social security scheme as regards family beneiitiscecupational diseases.

Table 10. Contribution rates of local government staff appgetpermanently:

Social security branches In percentage of the remuneration
Workers contributions Employer contributions
1. Sickness and invalidity 3,55% 3,80%
(health care)
2. Family benefits - 5,25%
3. Occupational disease - 0,17%
4. Pension 7,50% 8,86%
5. Wage moderation - 6,7%

1. 5,67+(5,67*employer contributions)/100.

2.4.2.2 | OCAL GOVERNMENT STAFF NOT APPOINTED PERMANENTLY

These workers are bound by general social secschigme for employees for the following
branches: sickness and invalidity insurance (heedtfe and indemnity sectors), pension,
unemployment benefit. Local governments also hayarécular social security scheme as
regards family benefits and occupational diseases.

The contributions basis is made up of the entiogétyenefits in money or assessable in money
of the worker.
Table 11. Contribution rates of local government staff nopamted permanently:

Social security branches In percentage of the remuneration
Workers contributions Employer contributions

1. Sickness and invalidity 1,15% 2,35%
(indemnity)
2. Sickness and invalidity 3,55% 3,80%
(health care)
3. Unemployment 0,87% 1,46%
4. Pension 7,50% 8,86%
5. Family benefits - 5,25%
6. Occupational disease - 0,17%
7. Wage moderation - 6,9%

1. 5,67+(5,67*employer contributions)/100.

2.5 SOCIAL SECURITY CONTRIBUTIONS OF PENSIONEERS

251 EXTENT OF THE LIABILITY

The liability to social security of pensioners cvbealth and invalidity insurance and funeral
charges (for retirement pensions only). Moreovecesi01.01.95 a special withholding
solidarity contribution on pensions is also applied
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2.5.2 CONSEQUENCES OF THE LIABILITY AND CONTRIBUTION RAT ES:

The liability of pensioners is materialised throughthholding contributions on their
pensions. The health and invalidity insurance doution rate on old age and survivor
pensions is 3,55%. Such contribution is due onlypensions grater than 47.795 BEF and
40.328 BEF for pensioners with and without depehdaspectively. The contribution rate
for funeral charges on old age pension is 0,5%.sOfiearity contribution rate varies between
0 and 2%, according to the pension level and thesdimold structure. The level of the
contribution varies according to the formulas omed in the following two tables.
Table 12. Pensioners’ solidarity contribution rates (singkzte):

Income brackets

From 1 BEF to 44.164 BEF
From 44.165 BEF to 44.609 BEF
From 44.610 BEF to 55.205 BEF
From 55.206 BEF to 55.768 BEF
From 55.769 BEF to 66.246 BEF
From 66.247 BEF to 66.928 BEF
From 66.929 BEF to 77.287 BEF
From 77.288 BEF to 78.091 BEF
78.092 BEF and above

Tax rate

0

(pension - 44.164 BEF)*50%
Pension*0,5%

276 BEF + (pension — 55.205 BEF) * 50%
Pension*1%

662 BEF + (pension - 66.246 BEF)*50%
Pension*1,5%

1.159 BEF + (pension - 77.287 BEF)*50%
Pension*2%

Table 13. Pensioners’ solidarity contribution rates (housahaohte):

Income brackets

From 1 BEF to 55.205 BEF
From 55.206 BEF to 55.761 BEF
From 55.762 BEF to 66.246 BEF
From 66.247 BEF to 66.920 BEF
From 66.921 BEF to 77.287 BEF
From 77.288 BEF to 78.082 BEF
From 78.083 BEF to 88.328 BEF
From 88.329 BEF to 89.247 BEF
89.248 BEF and above

Tax rate

0

(pension - 55.205 BEF)*50%
Pension*0,5%

331 BEF + (pension — 66.246 BEF) * 50%
Pension*1%

772 BEF + (pension - 77.287 BEF)*50%
Pension*1,5%

1.324 BEF + (pension - 88.328 BEF)*50%
Pension*2%

3 INCOME TAX:

3.1.1 CHARGEABLE PERSONS:

Personal income tax is due by the inhabitants@kiimgdom, i.e. the persons whose domicile
or whose seat of wealth is located in Belgium.

3.1.2 DETERMINATION OF THE NET AMOUNT OF TAXABLE INCOME:

Total taxable income is the result of aggregatibreal estate income, income from movable
property, miscellaneous income and earned incomeu@ing replacement income). The
following sections explain how income from diffeteources is computed and aggregated to
total taxable income.
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3.1.2.1 REAL ESTATE INCOME

The taxable income is determined in most casesasis of an inflation adjustechdastral
income, which is deemedb represent the net annual income from the presvasacerned at
the prices of the year. The imputed real estatenm&cvaries according to weather the property
is the own dwelling, leased and to whom it is lelase

1. Dwelling: the indexed cadastral income constitateéaxable income, but an inflation-
adjusted deduction is generally granted (i t _i npt r nt _ded).
A fixed deduction is granted on the cadastral ineaha dwelling house. In 2001, this
deduction amounted to 150,500 BEfagi c_ded) with the following increases:

» 12.500 BEF for the spouseq_spouse);

« 12.500 BEF for each dependent persem (deppar ent);

« 12.500 BEF for each child formerly dependent ontthepayer and living in
the house in questioe$_ch_pari tyl).

When the total net revenue does not exceed 1.06 B&F, an additional deduction is
awarded which is equal to half the difference betwéhe cadastral income and the
standard deduction. The total deduction cannot¢exk¢he cadastral income on which
it is granted.

Interests on loans are eligible for relief whenytihelate to debts incurred for the sole
purpose of acquiring or maintaining a real propeftye deductible amount, however,
may not exceed the amount of the taxable inconma feal property.

2. In the case of buildings:

» which are not leased,;

» which are leased to natural persons who don’t hus tfor professional purposes;

* which are leased to a legal person that is nongpeny, for purpose of under lease
to one or more natural persons in order to be aseddwelling;

the taxable income is equal to the cadastral incolore40%.

3. In the case of buildings leased to a legal persoto matural persons who use the
premises for their professional activities: theatale income is equal to 90% of the
gross rent for undeveloped land and to 60% of thegrent for buildings.

4. When real property is used in whole or in part ts/ awner for his professional
activity, the corresponding cadastral income istagable as real estate income, but as
professional inconfe

A tax credit for local real estate tax on own dwgllis granted. The latter varies significantly
between regions (i.e. Walloon Region, Flemish Regind Region of Bruxelles Capital) and
particularly at municipality levél The maximum tax credit, nevertheless, is limi@d2,5%
of the adjusted cadastral income included in tRpager’s global taxable incorhe

%2 In EUROMOD the last two cases — i.e. (3) and (4re not simulated: real estates is either own litvgebr

assumed to be leased to private persons.

% Differences regard not only the tax rate, but alsductions and rebates granted for particulargueisor
household’s circumstances.

4 As no data regarding local real estate tax islabts the maximum tax credit is recognised to atl payers in
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3.1.2.2 INCOME FROM MOVABLE PROPERTY

Upon request of taxpayer, income from movable ptypmay be taxed separately (in which
cases only the withholding tax applies) or togethi¢h the other sources of income (in which
case the withholding tax may be deducted). Nevlsise income from movable property to
which no withholding tax has been applied at tmeetiwhen the income was collected is
always included in the taxable income. The lattetudes:

* income earned abroad and collected directly abroad;

* income from ordinary savings accounts and inconoenfrcapital invested in
cooperative companies;

» other income not liable to withholding tax, suchimsome from life annuities or
temporary annuities, etc.

On the other hand, as a general rule, dividendsraaane from deposits, bonds, and fixed
interests securities are liable to withholding @éaxheir collection; for this income no
obligation of return submission exists.

The following exemptions applypé€_i t _i nvy_ded):

» the first bracket of 56.000 BEF of income from oy savings accounts, per
household,;

» the first bracket of 6.000 BEF of income from capihvested in cooperative
companies recognised, per household;

» vyields of so-called “capitalisation UCITs".

When separate taxation is demanded, the follovatesrapply.

Table 14. Tax rates on income from movable capital (sepatatation)
Dividends

From shares issued as from January 1st, 1994 bple gall 15%
for funds
From shares issued as from January 1st, 1994 dadvthat the 15%

newly issued shares are attributed in considerati@ash

contribution, that they are in registered formrasif the date of

their issue or that they are the object of an ajeposit in

Belgium

From shares distributed by investment companiesm@xn the 15%
case of total or partial repayment of a compargfstal or in

the case of an acquisition of own shares

From so-called AFV-shares (fiscal advantages shavasonly 15%
where such shares are quoted on a stock exchadgehamne

the company paying the income has irrevocably white

transfer of the benefit resulting from the exempiid corporate

tax

From other shares 25%

Interest and other income from capital and movable

EUROMOD.
® As no distinction between different typologiesiméome from movable property is possible a 25%rtde is
imputed to all typologies.
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property
Interests from securities issued as from March1890 15%

Other income from capital and movable property 25%

3.1.2.3 MISCELLANEOUS INCOME

These incomes have as common characteristic ob&iog earned in the performance of a
professional activity. This category of income nimy divided into two different groups: (i)
incomes that must be aggregated in total net taxatome and (ii) incomes that may be
subjected to a separate taxation or aggregateotah taxable income. The former category
mainly includes maintenance payments related toraneived in the reference year, which
are aggregated in total taxable income in reas@9%s of total amount.

Miscellaneous incomes which may be subjected t@rs¢p assessment are listed in the
following tablé*

Table 15. Examples of miscellaneous income which might beesiddl to separate

assessment
Categories of income Taxable amounts
Occasional profits and proceeds Net amount minus actual expenses

Prizes or subsidies, annuities or pensions Total amount received increased by
withholding taxes

Prizes attached to debenture bonds Net amount received increased by the
withholding tax

Income from sublease or from transfer of a Gross rent minus expenses minus rent
lease

Income from permission to place advertisir Amount received net of expenses or flat rate
boards 5% deduction

Income from sporting rights (fowling, The amount received
fishing, shooting)

Capital gains for (built and unbuilt) property Total income from subleasing after deduction
of actual expenses and paid rent

3.1.2.4 EARNED INCOME

In the tax code, earned income refers to:

* employee’s salary;

e company directors’ remuneration;

» profits from agricultural, industrial and commefta@ativities;
* proceeds of a liberal profession;

» gains and profits from former professional actesti

* replacement income.

Taxable income is equal to net income. This netnme is determined in six stages:

® Tax rates applying in case of separate taxatierlisted in section Separate taxation:. Howevescaiianeous
income is taxed globally in EUROMOD as it is notspible to distinguish between the different souraes
miscellaneous income.
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1) Deduction of social security contributions

2) Deduction of expenses. The latter includes mainbfgssional expenses, i.e. expenses
incurred by the taxpayer with a view to acquirimgpreserving taxable incorheAs such
the deduction is in principle applicable to allegadries of income. Two kinds of
deduction exist in Belgian fiscal legislation: detlon of actual expenses (whereby the
latter must be documented) and flat-rate deducfionstandard expenses (whereby the
expense is simply assumed at a universal flataradleno documentation must be
provided).

The tax code provides that standard expenses subgtr actual expenses unless the
latter are higher (sqeol | T_Ear nCost Ded_BE)®.

The basis of calculation of the standard expersdéisel gross taxable amount, less social
security contributions. For company directors, stendard deduction is set at 5% of the
basis of calculation, with a maximum of 112.000 BEBr employees and members of a
liberal profession, standard deduction is calcdlaecording to the scale below and it is
also limited to 112.000 BERip_l i mi t).

Table 16. Professional expenses

Professional expenses

Calculation base Lower limit Above limit
0 to 168.000 BEF 0 20%
168.001 to 337.000 BE 33.600 BEF 10%
337.001 to 561.000 BE 50.500 BEF 5%
561.001 BEF and more 61.700 BEF 3%

3) Exemption: from net profits after expenses, we dedyemptions granted by virtue of tax
provisions in favour of investment, employment aetf-employment

4) Deduction of losses: these might be either lossesiried in the current tax year
(deductible from profits of another activity of tlsame taxpayer in the same taxable
period) or losses incurred in previous tax peripsbich may be set off against profits
from subsequent tax period with no time limit).

5) Allocation of the assisting spouse quota and ohtlaeital quotient:ije_i t _Ytr nsf).
A self-employed taxpayer who effectively receivesistance from his/her spouse can
allocate to the spouse a portion of his/her nednme. This allocation is only allowed if the
spouse who is to receive the quota has not earoeel timan 393.000 BER§si st _| t).

The marital quotient may be awarded when the eanuaine of one of the spouses does
not exceed 30% of the couple’s total earned incdrhe.amount then allocated is 30% of
the total net income, less the own income of tleaisp enjoying the quotient. It cannot
exceed 303.000 BEE&r nedY _trnsf _|t).

! Examples of deductible expenses are:
travel expenses between home and the place of work;
expenses relating to real estate or parts thewsaf for a commercial or professional
activity;
insurance premiums, commissions, brokerage expeadesrtising expenses, training costs, etc.;
additional insurance contributions in respect shllement resulting from sickness or
depreciation of property used for a professiontviy.
8 In EUROMOD only standard deductions are recogniasdo data on single expenditure items are dlaila
° These exemptions are not simulated by EUROMOD.
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6) Compensation for losses between spouses: whemdoene of one of the spouses is
negative, the loss can be deducted from the inocoiriee other spouse after taking into
account all the deductions to which the lattemistied.

3.1.2.5 EXPENSES DEDUCTIBLE FROM TOTAL NET INCOME

Certain expenses entitle to a tax réfleThe terms and conditions for the granting offtbeal
advantages are detailed hereafter. The deductrergrauped in two categories: first those
related to long-term savings and to real estateestmentS, then the other types of
expenses.

3.1.2.6 THE AGGREGATED TAXABLE INCONME

The aggregated taxable income is thus made upedbtable income of real estate, of taxable
income from movable property, taxable miscellaneéoaeme and of taxable earned income,
minus the expenses deductible from the total resinre.

% The expenses giving entitlement to tax reliefresediscussed in great detail as they may not melated by
EUROMOD due to lack of information from the houskhsurvey.
* Under certain circumstances and within some lirfiitst discussed in further detail), the followingpenses
may grant a tax relief:
- to personal premium for group insurance contracfgeosion funds;
- to sums paid for the acquisition of employer’s sisar
- to sums paid for pension savings schemes.
- to savings schemes for house (insofar as they tiquadify for the increased tax reduction purchase)
- toindividual life insurance premiums;
- to mortgage capital repayment.
Increased tax reduction for savings for house @msetapplies:
- toindividual life insurance premiums assignedh® amortisation or securing of mortgage loans,
- to mortgage capital reimbursement,
provided these mortgage loans were contractedanitiew to constructing, renovating or acquiringoase in
Belgium, which, when the loan contract was sigweas the taxpayer’s only house.
The increased tax reduction is granted at the makrgate applying to the taxpayer.
2 Amongst the category of other deductible expeases
- Maintenance allowance: deduction is limited t&®86f the sums paid.
- Gifts: donations made to recognised institutiaresdeductible, provided they amount to 1.000 BEEast per
beneficiary institution. The total amount thus detéhle cannot exceed 10% of the net income nor2IZ.D0
BEF. This deduction is made proportionally to theoime of each spouse.
- Payment of domestic servants: the deductionrigdd to one member of domestic personnel and % &0the
salary, with an absolute maximum of 225.000 BERs Tleduction is made proportionally to the incorheaxch
spouse.
- Deduction of expenses relating to the maintenamckrestoration classified monuments: this dedods
limited to 50% of the expenses not covered by slibsiwith a maximum of 1.123.000 BEF.
- Additional deduction of mortgage interest: inttseon loans entered into for the purpose of awguor
maintaining real estate can be deducted from taxaal estate income up to the amount of the |fdtsr
above). A complementary deduction can be awardtifoan is a mortgage loan contracted after 30986
for at least ten years and if it has been conclwd#ida view to constructing a house or to rencv@t. house
that is to serve as taxpayer’s only dwelling house.
- Expenses for child care: the deduction of chddecexpenses is awarded if the following conditiares
fulfilled:
- the tax payer must have received earned income;
- the child must be dependent on the taxpayer arst be less than three years old;
- the child care expenses must have been paicdtotgnésed institutions;
- the amount of these expenses must be established.
The amount deductible is set at 80% of the day&s aatually paid and is limited to 450 BEF per dégare and
per child. The deduction is made proportionallytte income of each spouse.
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3.1.3 COMPUTATION OF TAXES:
General principles:

Calculation of tax according to scale ( basiq tax
- Deduction for dependent family member
- Tax reduction for long-term savings and increades
reduction for savings for house purchase
- Tax deduction for expenses paid for work or SEvi
performed in the framework of local employment ages
= Tax to be allocated
- Tax reduction for replacement income
= Reduced basis tax
- Tax reduction for foreign income
= Principal of aggregated taxable income
+ Tax on separately taxed income
= Principal
- Withholding taxes, tax credit, advance paymentsd a
allowable items
+ Increases for no or insufficient advance payment
- Bonus for advance payment
= National tax
+ Additional municipal taxes
+ Additional crisis tax
+ Tax increases
= Amount payable by or to the taxpayer

3.1.3.1 TAXRATES

We apply on the tax amount the tax rates. In ddimg, we obtain the basic tax. The rates
applicable to 2000 incomes are as follow:

Table 17. Tax rates

Taxable income Marginal rate

From to
Tax_bandl 0 258.000 Tax_ratel 25%
Tax_band2 258.001 342.000 Tax_rate2 30%
Tax_band3 342.001 488.000 Tax_rate3 40%
Tax_band4 48.001 1.123.000 Tax_rated 45%
Tax_band5 1.123.001 1.684.000 Tax_rateb 50%
Tax_band6 1.684.001 2.470.000 Tax_rat e6 52,50%

2.470.001 and Tax_rate7 55%
more

3.1.3.2 EXEMPT INCOME AND DEDUCTION FOR DEPENDENT

A portion of the net global taxable income, varyiagcording to the composition of the
household, is exempt from taxbe_it_FamAl lwacl + be_ it _FamAl l wc2). A
basic exemption of 210.000 BEB&si c_tfa + es_ht u_si ngl e) is recognized in case
for single taxpayer. The exemption is increased@d.000 BEF lfasi c_t f a) for each of
the spouses in case of married taxpayers. Furttengtions, computed on the basis of the
following table, are granted for dependant child&rchild is considered dependent if he is a
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member of the family at the beginning of the yeadt &s income does not exceed 76.000 BEF
(also its remuneration should not be a businessresgof the taxpayer).

Table 18. Exemption for dependent child

Exemption for that child Total exemption
1% child 45.000 €s_own_depch_parity1) 43.000
2" child 70.000 és_own_depch_parity2) 115.000
3 child 143.000 ¢s_own_depch_parity3) 258.000
4"and each  159.000 és_own_depch_pari t y4) 417.000

following child

A disabled child counts for two (it will be award#due deduction corresponding to its rank
and the following one).

An additional exemption of 17.000 BEEY_agechl) is awarded for each dependent child
who is less than three years old and for whom #audtion of child care expenses have not
been requested (see footnote 12).

When the tax-exempt slice of one of the spousesesicis his/her income, the remainder of
the exempted slice can be transferred on to themecof the other spouse. Note that the
progressivism of the tax rates is maintained, ict faxes on the deducted slices are not
considered, but the remaining fraction is taxedttos basis of the rates which would have
applied if no deduction were grantéd

Additional exemptions are granted for other depatglar households in particular situations.
The following table summarises the possible dedustiwhich might be granted under
Belgian fiscal legislation.

Table 19. Additional exemptions for households in particié@uations:

Special family situation Deductible amount

other dependent persons 45.000 BEF¢s_depPar ent)

disabled spouse 45.000 BEF €s_di sabl ed)

disabled dependent persons 45.000 BEF €s_di sabl ed)

widow(er) with dependent children 45.000 BEF €s_ht u_I p)

single parent family 45.000 BEF €s_ht u_I p)

in the year of decease of spotise A tax exemption amounting to the difference

between 299.000 BEF and the net
professional income of deceased spouse

In the year of marriage, if spouse’s inco 45.000 BEF

13 An example may clarify the latter statement: sigepa household composed of a couple and 3 chilxsra
total amount of 900.000 BEF, broken down as follo@@0.000 BEF for the taxpayer and 300.00 BEF Her t
spouse. The taxpayer has right to a reduction 6000 BEF (258.000 BEF for the children and 167.B&0%-
for the spouse). The remaining income, 188.00 BeRaxed at 40% for the first 60.000 BEF (i.e. apattotal
of 488.000 BEF) and at 45% for the following 128IEF. The spouse, on the other hand, has alsbtogh
tax deduction of 167.000 BEF; the remaining incod3.000 BEF, will be taxed at 25% for the first@0
BEF and at 35% for the following 42.000 BEF. Altatively in order to compute net taxes due by tggpand
spouse, (i) taxes may be computed on the full amand (i) an amount corresponding to the applicatf the
tax rates on the corresponding deduction can beasted, that is 25% on the first 258.000 BEF, 3®36the
following 84.000 BEF and 40% on the last 83.000 B&Rhe taxpayer and 25% of 167.000 BEF for theuse.
* This exemption is not simulated by EUROMOD.
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lower than 74.000 BE#

3.1.3.3 TAX REDUCTIONS ON REPLACEMENT INCOME

Pensions, early retirement pensions, unemploymemefiis, sickness or disablement benefits
and all other benefits allocated as a partial ¢altoompensation for temporary losses of
gains, profits or remunerations are entitled taxareductionlfe_i t _repY_t cred).

The basic reductions for tax year 2001 are sumetiisthe following table:

Table 20. Basic tax reductions for replacement income

Reduction
Categories of incomes Single person Spouse
Sickness/invalidity 78.169 BEF 88.378 BEF
(sic_tc_ant_nonnarr) (sic_tc_anmt _nmarr)
Early retiremerif 110.265 BEF 120.474 BEF
Other 60.895 BEF 71.103 BEF
(pen_tc_ant _nonmarr; (pen_tc_ant _marr;
ue_tc_ant _nonnarr) ue_tc_ant _marr)

The recognition of each reduction is restricted nwitiplying the amount by the fraction
corresponding to relation between replacement icand total net income.

The total reduction is maintained only up to 670.BEF of ATI but it is then progressively
reduced to 1/3 of the deduction according to ttlewieng formula.

Table 21. Limitations on replacement income tax reductiorenéral case):

Income brackets Recognised reduction
From O BEF to 674.000 BEF Entirely allowed

From 674.001 to 1.347.000 BEF 1/3 deduction+(2/3 deduction * (1.347.000 BEF -atale
income) / 674.000 BEF)

More than 1.347.001 BEF 1/3 deduction
A different special formula applies in the cas®xfinary unemployment benefits:

Table 22. Limitations on replacement income tax reductiongif@mry unemployment

benefit):
Income brackets Recognised reduction
From O BEF to 674.000 BEF Entirely allowed
From 674.001 BEF to 842.000 BEF (825.000 BEF- taxable income) / 165.000 BEF
More than 842.001 BEF No deduction allowed

The total deduction recognised on replacement iecoannot be greater than the amount of
the tax due in case the latter was not allowedthededuction cannot be used to reduce taxes
due on sources of income different from replacenrauame.

' This exemption is not simulated by EUROMOD.
16 As early retirement pension may not be distingeisfrom regular old age pension in the Belgian skita
early retired persons are granted the same exemspd® regular retired workers.
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In some cases tax is reduced to hié (i t _Zer oTax): after the awarding of tax reductions
for replacement income, the remaining tax is reduoenil when the taxable income is made
up exclusively of replacement income which doesaxceed:

« for benefits paid to elderly unemployed person$.267 BERel derly_unenp_It)
« for others forms of unemployment benefits: 431.B&F ( epl acenent _It)

« for sickness and invalidity insurance benefits:.998 BEF §i ck_|t)

«  For early retirement payments under the old sys&§1h:965 BEFE'.

3.1.3.4 TAX REDUCTION FOR FOREIGN INCONIE

In the case of income exempted by internationadements, the tax relating to this income is
totally deducted. When no such international agexgmexist, however, taxes relating to this

income are halved

3.1.3.5 SEPARATE TAXATION

Income from movable property and non-periodicahuscellaneous income (capital gains,
arrears, etc) can be separately ta%edtal aggregation is applied where it is to theantage

of the taxpayer.
Table 23. Separate taxation

Separately taxable income
salary arrears, replacement income arrear
dismissal compensation > 28.000 BEF

profits and gains obtained from a previous
professional activity after it has been
terminated, except for compensations for tl
full recovery of a temporary loss of profits ¢
benefits.

prepaid holiday pay, fee arrears, arrears of
maintenance allowances paid in pursuance
a retroactive judgement

occasional profits and gains

Prizes

capital gains from disposal of undeveloped
land

capital gains from disposal of built real este

income from the sub-lease of real property
from the granting of the right to place
advertisement signs and from the proceed:
the granting of hunting, fishing and bird-
catching rights.

capital gains from the transfer of shares in
Belgian company of which the transferer
owns more than25%, to a foreign company
to a legal person liable tot N.R.I.T.

" See footnote 16
'8 This option is not simulated by EUROMOD.

Rate
the previous year's average rate
the previous year's average rate
the previous year's average rate

the current year's average rate

33%
16,5%
33% or 16,5%

16,5%
25% or 15%

16,5%

% In EUROMOD only income from movable property mag taxed separately and even then with some
limitations (see section 3.1.2.2). Miscellaneou®ine is aggregated into total taxable income.
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premiums paid to farmers pursuant to EEC 16,5 %
Regulations 1765/92, 2066/92, 2069/92 an

2070/92
capital gains from professional activities 33 % or 16,5%
Deposits on pension savings accounts; caj 33% or 16,5% or 10%

and surrender value from life insurance
contracts and from pension savings schem
not submitted to the tax on long-term savin

income from movable assets and capital 15% or 25%
which are not dividends
Dividends 15% or 25%

3.1.3.6 CALCULATION OF THE PRINCIPAL

The principal serves as a basis for the computatiadhe additional taxes and crisis surcharge.
It is calculated by adding the tax payable on tf& @fter reduction for foreign income) and
the tax payable on the separately taxable inconserves as the basis for the computation of
additional taxes and additional crises surcharges.

3.1.3.7 ALLOWANCE FOR WITHHOLDING TAXESTAX CREDIT ADVANCE PAYMENTS AND OTHER
ALLOWABLE ITEMS

The following items are credited against the “pipat’, but not repayable to the taxpayer in
case the quota is exceeded:
- the fixed foreign tax credit, when it is relatedsecurities invested in a professional
activity?°
- the withholding tax actually due on the cadastrmlome of the personal dwelling
house. This withholding tax is equal to 12.5% af gortion of the cadastral income
that is actually included in the tax base.

The following withholding taxes, on the other haack refundable:
- the withholding tax on income from movable propeity case the taxpayer chooses
the global assessment (see above);
- the withholding tax on earned income.
- advance paymerfts

3.1.3.8 ADDITIONAL MUNICIPAL AND CONURBATION TAXES

These are calculated at the appropriate rate, whispecific to each municipality, on the
basis of the “principal’, i.e. the tax payable inedbefore the allowing of withholding taxes
and tax credits, and before the application oftamyincreases or bonuses.

3.1.3.9 CRISIS SURCHARGE

A 3% crisis surcharge is levied on the principakléhe amount of taxes paid on movable
income, which have actually been taxed separately.

2 Not simulated by EUROMOD.
2l Traders, company managers, members of liberalegsafns and companies are obliged to make advance
payment of taxes in four instalments. By payingéhmstalments, they prevent tax increases.
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3.1.3.10 TAX INCREASES

Tax increases may be applied in the event of owerchturn, failure to make return,
incomplete or incorrect return, either on the taththe taxes payable or on a part of these

taxes.
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4 BENEFITS SIMULATED BY EUROMOD

4.1 CHILD BENEFITS:

There are three different schemes of family besedihe for the employees and civil servants,
one for the self-employed and one for low incomadatolds, not participating in one of the
two previous schemes.

Three different legal positions exist with respectamily benefits:

1. the entitled, i.e. the subject opening the righth®family benefit;
2. the recipient, i.e. the subject receiving the bignef
3. the beneficiary, i.e. the child in whose favour tiemefit is paid.

41.1 EMPLOYEES' AND CIVIL SERVANTS' CHILD BENEFIT REGIME
Ordinary family benefits are directed to employaed civil servant.

The entitled subject is the employed worker orgleson in a similar position (more details in
section 4.1.1.%¥,

When several entitled subjects can open the righiamily benefits for the same child, the
right to family benefits is given in priority toetentitled that brings up the child.

When more than one entitled bring up the child, right to family benefits is given in the
following order:

« the father, the mother, the stepfather, the stelperfdt
* when there isn't any father, mother, stepfathestepmother taking care of the child,
the right to family benefits is given to the oldestitled.

The recipient of family and birth benefits is alwaire mother. If the mother doesn't raise her
children, family benefits are paid to the persocharge. Adoption allowances are paid to the
adoptive parent. Family benefits are granted ta¢kgient child himself, if he/she is married,
if he/she is 16 years old and doesn’t live anynvathk his/her parents, if he/she is beneficiary
for his/her own children.

4.1.1.1 ELIGIBILITY:

» the entitled must have an effective job namely wagkat least 18 hours per week
(I e_hours_It) orhasto beinarelated situation.
» the entitled has to justify a family relationshigiwthe recipient child(1 e_nch) .

22 Assimilable positions regard: (i) workers with @amployment contract temporarily not working due to
temporary unemployment, paid holliday, recogniz&rikess or lock-outs, (ii) workers unable to workedto
sickness, work accident or maternity (the formes applies only fotr the first six months of inatyili provided
the invalidity is not superior to 66%), (iii) thdlaoundoned spouse (untill the child reaches thech@eand a
half year), (vi) the beneficiaries of a survivorng®mn, (v) unemployed workers, (vi) retired worke(sii)
orphans whose parents were entled, (viii) workersareer break, (ix) non working handicaped perépander
certain circumstances students and trainees, &ed leiss relevant cases.

23 An exception to the previous rule applies in tasecwhen the father is self-employed and the mashan
employee. Since the employees’ scheme is more &atyians to the child the latter applies, even & émtitled

is the mother and not the father.
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Each entitled has the right to family benefits fiois children, his children’s spouse, and
their common children; children who are adoptedhby or by his spouse, children for
whom he or his spouse is guardian; his grandchl|digs great-grandchildren, his
nephews or his nieces or for those of his spous¢h® condition that they are part of his
household; his brothers or sisters who are pantsofiousehold.

4.1.1.2 BENEFICIARIES

children under 18 years (or under 21 in case edtiflerson is civil servant) without
conditions, after 18 (or 21) only in the followiegnditions;

trainees under 25 years if their gross income gvesge + social allowances) doesn'’t
exceed 16.200 per month;

students under 25 years if they go to school at lgfeen hours per week;

students under 25 years who don't go to school angnbut are preparing a
dissertation;

disabled children until 21 years;

ex students seeking a job during 270 days if thkl ¢b less than18 years, or during
180 days in other cases.

4.1.1.3 MONTHLY ALOUNTS OF ORDIANRY FAMILY BENEFITS

» first child: 2.816 BEFes_ch_parityl)
* second child: 5.210 BEFes_ch_parity2)
* third child and more: 7.778 BEEEs_ch_parity3)

4.1.1.4 SUPPLEMENTS

Ordinary family benefits are increased accordinthtee criteria:

1. particular social/disability conditions of parents;
2.
3. age and rank of children

disabled child;

The first criteria apply to the three following sp conditions:

a. Orphans: the amount of allowances is equal to HOBHF in 2001. In order to
benefit from these allowances, the surviving parenst not be remarried or
live in a separate household;

b. Children with parents in the following social cotins: (i) parents in
retirement; (ii) parent receiving full unemploymesenefits starting from the
seventh month of unemployment; (iii) parent reaggvsurvivor pension (only
if entittement conditions were present at the ddtspouse’s decease). As in
the case of the ordinary family benefit, the eatithas to justify a family
relationship with the recipient child and the chhlais to fulfil the same age and
academic conditions. The entitled needs also prihad he/she receives
pension or unemployment benefit. The augmented atacue as followin:

 first child: 4.250 BEFes_ch_parityl)
» second child: 6.098 BEFes_ch_parity2)

24 Nevertheless, in order to benefit from the sosisdplement, replacement income can’t exceed 6 BEF6per
month and professional income of spouse can’t ek€e&00 BEF per month.
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 third child and more: 7.934 BEles_ch_parity3)

c. Children of invalid workers: as in the case of trdinary family benefit, the
entitled has to justify a family relationship withe recipient child and the
child has to fulfil the same age and academics itond. The entitled must
prove that he/she is inval{dNot Di sabl ed) . The augmented amounts are as

following?>:
 first child: 5.900 BEH es_ch_parityl)
» second child: 6.098 BEfes_ch_parity?2)
* third child and more: 7.934 BEEEs_ch_parity3)
2. Disabled children(es_di sch) are entitled to an augmented family benefit

according to the degree of autondthgevaluated in comparison with an able child of gam
age) and provided his disability status is supend@6%. The amounts are as following:

e from 0 to 3 points of autonomy 12.665 BEF

» from 4 to 6 points of autonomy 13.864 BEF

» from 7 to 9 points of autonomy 14.821 BEF

3. All benefits are also increased of the age supgie.

General age supplements apply to children bengfitiom ordinary child allowance and
orphans (es_ch_parityl, 2, 3_agel). The amount of the age supplement depends on
the age of the child. There are generally threecagegories: from 6 to 11, from 12 to 17 and
for over 18. A transitory system applies as aggpBments are gradually being decreased.
When the new benefits will be fully operational aggplements will be as follows:

« from6to 11l 490 BEF
e from1l2to 17 747 BEF
« 18 and above 861 BEF

As the reform is being gradually implemented défersupplements have been introduced for
different age groups.

Table 24. Age supplements, fof'tank children:

Category of age 1% rank 1% rank
6-9 490 BEF 978 BEF
10-15 978 BEF
16-17 1.494 BEF
18-20 1.567 BEF
21+ 1.649 BEF

% The same replacement and professional incomesliamiplies in the case of children of invalid woskére.
replacement income can't exceed 62.316 BEF perimamd professional income of spouse can’t excesab9.
BEF per month.

%5 As no variable in the Belgian dataset recordsdéigree of authonomy of disabled, the median ammaoiyt
has been simulated in EUROMOD.
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L A child of second rank or following who becomeshald of first rank in place of a child,
who benefited from an age supplement, receivesathisunt.
Table 25. Age supplements fof%rank children, supplements for disabled and soaidl

supplements
Category of age 1° rank (disabled, social aic 2nd rank
6-11 978 BEF 978 BEF
12-17 1.494 BEF 1.494 BEF
18+ 1.900 BEF 1.900 BEF

4.1.2  SELF-EMPLOYED CHILD BENEFIT REGIME

Family benefits for self-employed parents are k@lictructured in the same way as the
ordinary family benefit, nevertheless some impdrthfierences in the amounts.

The scheme is directed to self-employed parenits parents in an assimilable posifian

As family benefits under the ordinary scheme aghéi than those in the self-employed
regime, the ordinary family benefit applies in t@se when the father is self-employed and
the mother an employee, provided that the lattesdmt work less than half-time.

4.1.2.1 ELIGIBILITY:

Self-employed have right to family benefit from self-employment scheme if their self-
employed activity is their main activity, if theself-employed activity is a complementary
activity but their social contributions are at lieegual to those exerting a self-employment
activity as main activity (i.e. if their referencevenue is at least equal to 408.126 BEF).

Moreover the entitled has to justify a family réaship with the recipient child (see above)
And the recipient child has to fulfil some age aeddemic conditions (see above)

4.1.2.2 AMOUNTS

The amounts of benefits are, in principle, the sas®or the employees.
A few differences nevertheless apply:

* age supplements are the same for all children whatieir rank (excluded the single
or youngest child for whom no age supplement applie
 the base amount for the first child is 1.432 BEF

4.1.3 GUARANTEED FAMILY ALLOWANCES IN THE SOCIAL ASSISTAN CE SCHEME

Guaranteed family benefits (monthly benefits, agpptements, birth allowance and other
lump-sum allowances) applies were the parents oéfii@ary child are not engaged in paid
work and do not dispose of sufficient income.

In order to implement family guaranteed benefig tecipient child has to fulfil some age and
academic conditions, the entitled has to justifiamily relationship with the recipient child
(see above) and household income must not be algotagn thresholds.

" Again assimilable positions are: (i) invalid dikb self-employed, (ii) spouse of deceased selfleyep,
child of deceased self-employed. Other assimilableditions (unemployed, in paid vacation, etc. @b apply
to the self-employed status).

% The benefit is increased to 2.270 BEF if the setiployed is retired.
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4.1.3.1 ELIGIBILITY:

The monthly resources of the claimant and of hisémouse cannot exceed 31.420 BEF
(ge_inc). Ifitis the case, amounts of guaranteed familgdiiés are decreased. Family
benefits are granted at the rate of 75%, 50% artd, 26 the household’s resources are
respectively between 31.421 and 34.208 BEF; 34&a9 36.997 BEF; 36.998 and 39.786
BEF.

All resources of claimant and of his/her spousdaien into account.
Resources are increased by 20% for each childregdrom the second one.
Some resources are exempted:

* maintenance payment,
* social assistance benefits,
» the cadastral income of the dwelling house.

Claimant has no right to guaranteed family beniéfite/she may have access to another
schemet(ubenel i g). In particular employees have right to ordinaaynifly benefit if they
work at least 19 hours per week. If the claimannhialid, unemployed or pensioner, on the
other hand, he/she has right to increased ordiiaanjty benefit, while self-employed workers
have right to family benefit if their self-employedtivity is their main activity.

4.1.3.2 AMOUNTS

Monthly amounts are the same as for the ordinanefits granted to employees’ children
augmented with social supplements. However diffeage supplements apply:

Table 26. Age supplements

Category of age 1 and following ranks
6-11 978 BEF
12-17 1.494 BEF
18+ 1.900 BEF

The orphan supplement is also granted if the elityibconditions (especially the income
criteria) were satisfied at the time of the decease

4.1.3.3 BIRTH ALLOWANCE

A birth allowance is granted at the birth of anyicthenefiting from family allowances
whatever the family benefit scheme. In 2001 the @mhof this benefit was equal to 38.141
BEF for first births és_ch_age1) and to 28.697 BHFes_nch_agel) for the following
births.

4.2 INCOME SUPPORT: MINIMEX

Under Belgian social security legislation two difat minimum income schemes exist: a
general scheme with no age limit (MINIMEX), andcaeme (MGIA) especially targeting the
elderly (see under). While elderly people in neat/raccess the general MINIMEX scheme,
it is more convenient to apply for the special afg minimum income schefie

29 Given this situation, we will assume that eldgrople may apply for the MGIA, while youngsters nagply
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MINIMEX may be granted at a household, single dratmtating rate.
The household rate is granted:

» to couples married or unmarried living together;

» to people who cohabit with a child, who is undee @pd not married and to people
who cohabit with more than one child and that asieone of these children is
dependent on him, is under age and not marriechildl s dependent on the claimant
if the claimant can receive some family benefitsthas child.

The lonely rate is granted to persons living alone.
The cohabiting rate is granted to people who cdhwilih one or more persons.

We speak about cohabitation when a person livek wite or more persons in the same
dwelling but do not necessarily share the housetmaldagement and resources.

4.2.1.1 ELIGIBILITY:

e nationality condition: the MINIMEX is granted to Bgan people, and, under certain
conditions, to European citizens, statelessnesscaacknowledged political refugees.

» age condition: MINIMEX is granted to people of vajiage( ge_agel) who have
not yet reached the pension age, i.e. 65 and 62ngm and women respectively
(ge_age2 or ge_age3d)>C. It has been expanded to persons under 18 who are
emancipated by wedding, who are single with depeinctaldren, who are pregnant.

* residence condition: MINIMEX is restricted to peepWho have their effective
residence in Belgium. Since 1995, the homelessagive this allocation.

* arrangement to work disposition: in order to benieéim the MINIMEX, you have to
prove that you are ready to work unless for healthfor equity reasons (student
engaged in full time studies).

4.2.1.2 INCOME REQUIREMENTS

MINIMEX is a residual allocation; in order to beitdfom the MINIMEX, the entitled office
(CAPSY) has to assert the demanders’ rights to allocstfrtome requirement).

Resources of the claimant must not exceed the anoduhe MINIMEX. All resources of the
claimant, of the claimant’s spouse or partner alesnt into account. In addition, if the
claimant cohabits with an ancestry or a descefitsifdegree, the latter's’ resources are also
taken into accoufit The resources of the cohabiting persons may balgonsidered with
respect to the fraction exceeding the amount of tbeefit granted in the corresponding
situation (i.e. cohabitating or household rate).

There is an annual exemption of 12.500 BEF for Bbakl rate (Cat 1_di sreg), of
10.000 BEF for the lonely(Cat2_disreg) and of 6.250 BEF for cohabitants
(Cat 3_disreq).

for the MINIMEX. Concretly this means posing an epfimit to the MINIMEX eligibility criteria, allttough the
latter is not actually present in the Belgian l&disn.

% Retirement age for women is progressively incregsi Belgium in order to eliminate the differendestween
male and female retirement schemes. A transitibase is now applying, after which both men and womii
be eligible to retirement at 65.

1 CPAS: Centre Public d’Aide Sociale (Public CeritgrSocial Aid).

32 The general obbligation to consider the finanoémiources of cohabitating major children and parerty be
disregarded under particular circumstances (maamgumstances related to difficult financial sitoat of
ascendants or descendants).
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In addition, resources coming from family benefitgicial assistance granted by CPAS,
maintenance and grants received for his depentddten are exempted.

There is also some exemption for investment incomavY_di sreg_| t) 3 and real estate
income which varies according to the family sitoati (real _estateY_di sreg,
real _estateY marr_disreg, real estateY _ch_disreg)3.

If the recipient has a job, the amount of the mmiis subtracted by the amount of his wage.
In order to promote recipient’s socio-professiomaiegration, however, a part of his
professional income, corresponding to 7.134 BE#xempted pr of Y_ded).

Some resources, nevertheless, are not taken indeoason, namely:

« family benefits (birth and monthly allowancés)
» social aid benefits;
» child alimony received in favour of minor dependehiidren.

4.2.1.3 AMOUNTS

Amounts of the MINIMEX depend on the family situati of the claimant. The MINIMEX
may be granted at household rate, lonely rate loalmiting rate (see above).

Table 27. Amount of MINIMEX income support:

Monthly amount Annual amount
Lonely 21.761 BEF 261.132 BEF
Household 29.015 BEF 348.176 BEF
Cohabitant 14.507 BEF 174.088 BEF

4.3 MINIMUM GUARANTEED INCOME FOR THE AGED (MGIA):

MGIA is granted only to old people who don’t hawkeguate resources to sustain themselves.
It is mainly designed for people who don’t havetirhent to ordinary old age pension due to
insufficient pension scheme contributions.

Just like the MINIMEX, MGIA benefits depend on tfamily situation of the claimant. The
MGIA is either granted to the household rate ahtlonely rate.

The household rate is granted to:
« the married person, who is not separated and iwbs With his/her spouse;

» the person who is separated from his/her spouse sinmost ten years and whose ex-
spouse claims his part of the MGIA.

% Income from capital (weather actually investedhot) is imputed according to the following rates:

from 0 to 200.000 BEF 4%

from 200.001 to 500.000 BEF 6%

500.000 BEF and over 10%

% Actually, in order to compute the real estate meowe take into account the non exempted part ®f th
cadastral income multiplied by 3. The exempted [gaequal to 30.000 BEF, augmented by 5.000 BERHer
spouse or cohabitating partner and for each depectidd

% The latter are considered only in the case whirthé claimant himself is the beneficiary of themiily
benefits and (ii) does not longer live with his grats.
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The lonely rate is granted to:

» the person who is separated from his/her spouse sihmost ten years and whose the
spouse doesn’t claim his part of the MGIA,

* spouses who are separated since at least ten years;

* single, widow, widower and to spouses separatediamaced

4.3.1.1 ELIGIBILITY:

* age condition: in order to obtain the MGIA, peopilast at least be aged of 65 years if
itis a mange_Age2) and of 62 years if it is a womagd_Age3) .

e nationality conditions: the MGIA is granted to Bielg people and under certain
conditions to European citizens, stateless andkoavledged political refugees.

* residence conditions: the MGIA is restricted to pleowho have their effective
residence in Belgium.

4.3.1.2 INCOME REQUIREMENTS

MGIA is a residual allocation; in order to bendfitam the MINIMEX, the entitled office has
to assert the demanders’ rights to allocationsofime requirements).

Resources of the claimant must not exceed the ammaduthe MGIA. All resources of the
claimant, of the claimant’s spouse or partner aken into account. The pooled resources of
claimant and partner (or claimant in case therastsingle) are deduced from the amount of
the MGIA granted at household (or single) rate. Tditer implies that if the resources are
grater than the amounts granted, there is no emight to MGIA.

As in the case of MINIMEX, part of household incomalisregarded. A general reduction of
respectively 10.00Q@ di sreg_ant) or 12.500 BER htu_di sreg_ant) is deducted
from claimant’s or claimant’s and partner’s pootedources.

When the recipient and/or his partner are emplogady;, % of the gross salafyenpY_rt)

are considered. The professional income of the-eseffloyed, on the other hand, is
considered for an amount equal to gross incomeedsed by the professional expenses and
professional lossessel f enpY_rt) . Capitals are exempted if their global amount dies
exceed 100.000 BEF(di sreg_ant). However, if the claimant has a global capital
exceeding 100.000 BEF, investment income is impatambrding to the same rules outlined
in the case of MINIMEX®. The imputation of real estate income and theedmed fraction
also follows the general rules outlined for the NNNEX ®".

Moreover pension income (old age, survivor, warkamsidered only up to 90% of total
amount( pensi on_r t), while other resources and benefits are totalgngted: there is a
total immunisation for family benefits, allocatioref public or private assistance, for
ascendants-descendants alimony as well.

4.3.1.3 AMOUNTS

Table 28. Amounts of MGIA income support for old-age persons

Monthly amount* Annual amount
Household 30.378 BEF 364.532 BEF

% See footnote 33.
37 See footnote 34.
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Lonely 22.783 BEF 273.404 BEF
*Note: The monthly amounts were simply calculatgditviding the annual amount by 12.

An increase in the amount of the MGIA is granteceméwver in case of invalidity. There are
three possible cases: both the entitled and Hieiospouse are disabled (497.378 BEF), either
the spouse or the entitled is disabled (430.955)BERd the single entitled is disabled
(339.827 BEF).

5 UPRATING

Monetary variables of the 1998 dataset where flab 2001 values using the following
uprating factors:

Table 29. Uprating factors

Uprating factors June 1997 June 2001 2001/1997 Sources
Retail price inde.  101.28 109. 62 1.082345 BanqueNationale de Belgique
(http://www.bnb.be/DQ/F/national _acc.
htm)
Hourly wage 100.10 110.92 1.108091 Ministere fédéral de I'emploi et du
index for blue travail
collar worker&® (http://meta.fgov.be/pa/fra_index.htm
Hourly wage 100.30 108.45 1.081256 Ministere fédéral de I'emploi et du
index for white travail
collar worker&® (http://meta.fgov.be/pa/fra_index.htm
Self-employmen  101.60 110.69 1.089469 BanqueNationale de Belgique
income (http://www.bnb.be/DQ/F/national _acc.
htm)
Social benefits 100.00 106.12 1.0612 More details in section 1.2
index (not
simulated)
Cadastral incom  1.2084 1.2538 1.037570 Ministére fédérale des Finances
index (http://www.minfin.fgov.be/fr memento
)
Long term 5.49 6.69 1.218579 BanqueNationale de Belgique
mortgage rate (http://www.bnb.be/DQ/F/national_acc.
htm)
Investment 106.8000 112.5568 1.053903 BanqueNationale de Belgique
income (http://www.bnb.be/DQ/F/national _acc.
htm)

3 Different uprating factors for male and female keos are not yet available.
%9 Different uprating factors for male and female keos are not yet available.
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6 VALIDATION

6.1 VALIDATION: SIMULATION BY EUROMOD

Below is explained the validation procedure of thenetary aggregates of the EUROMOD
output. First, a review of some important data &lm Then, the results of the simulation are
compared to the national statistics.

6.1.1 MONETARY AGGREGATES

The following table shows the monetary aggregatieresimulated or from registered data
and the corresponding statistics from national aot® The same considerations expressed in
the 1998 country report hold. Wages and self empéyt income is somewhat
underestimated. This is due to the change in tipelpton structure between the two periods:
employment has significantly increased over thedhrears, while the unemployment rate has
decreased. Overall the discrepancies are quitd,dmatever.

Table 30. Monetary aggregates simulated by EUROMOD and Natidecounts

EUROMOD ICN (2001) — Millions

Employer contributions 1027 560 889 414
Employee contributions 580 320 496 995
Self-employed contributions 119 016 89 030
Income Tax 1582 800 1411739
Property Tax 7 809 4 259
Old age MINIMEX 40 752 10 395
MINIMEX 54 120 16 329
Family benefit 170 400 179 355
Unemployment 168 528 225 681
Anticipated pension 84 876 47 012
Pension 874 680 872 281
Sickness and invalidity 136 680 163 332
Wages 3691 200 4 155 413
Self-employment income 866 640 920 153

6.1.2 INCOME DISTRIBUTION INDICATORS

Income distribution indicators are compared withresponding statistics from th& 8vave of
the ECHP (i.e. 2000 incomes). Both poverty and uiadity index are computed on household
disposable income, using an equivalence scaleecddhared root of household size.

6.1.2.1 GINI INDEX

Table 31. Gini index

EUROMOD ECHP
0.2753 0.2902
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6.1.2.2 POVERTY LINES

The poverty lines are defined as 50 and 60 % ofrtedian equivalent household income.
Table 32. Poverty rates

EUROMOD ECHP
Head count ratio — 50 7.54% 7.87%
Head count ratio — 60 13.32% 15.08%

6.1.2.3 QUANTILES

Average household equivalent income per incomdeateare as follows:

Table 33. Quantiles

EUROMOD ECHP
Quantile Point 1 (equivalised): 22386.05 22941.68
Quantile Point 2 (equivalised): 34725.47 34832.74
Quantile Point 3 (equivalised): 40837.97 41803.21
Quantile Point 4 (equivalised): 46648.39 49148.90
Quantile Point 5 (equivalised): 52699.9 55139.71
Quantile Point 6 (equivalised): 59365.56 61162.92
Quantile Point 7 (equivalised): 66243.18 68070.34
Quantile Point 8 (equivalised): 74886.97 77477.81
Quantile Point 9 (equivalised): 87452.44 92954.50

The difference between the average incomes is otrated in the upper quantiles, which
explains the somewhat higher gini coefficient. Enés evidence that the distribution of
incomes has slightly changed over the 3 years laadincomes at the top of the distribution
have grown faster than the bottom.
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