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Social Benefits converted into Compensation Payments
1. Introduction 
  
On December 12, 2007 the Senate has enacted Law  26.341 through which some social benefits are converted into compensation items in a progressive manner. Ths law will be effective as of January 1, 2009 
  
2. Abrogation of social benefits of lunch vouchers, food vouchers and transport cards.
  
Section 1 of Law 26.341, abrogates paragraphs b) and c) of section 103 bis of Argentine Labor Law that refers to social benefits. Social benefits are non compensatory payments not expressed in money, which are not cummulative to or replaceable with money. These social benefits are provided by the employer directly or through a third party, aiming at improving the quality of life of the employee and his family. 

The abrogated paragraphs contemplate:
Lunch tickets and transport cards. Food tickets granted through specialized suppliers up to a cap of 20% of gross compensation of workers subject to collective bargaining agreemeents, lowered to 10% in case of workers not subject thereto. 
 

3. Maintaining the abrogated benefits. 
  
Per Section 2, these benefits shall be maintained to allow their conversion into compensatory payments. Section 2 sets forth that such maintainance shall be done with respect to benefits granted through collective bargaining agreements,   labor agreements or de la unilateral decision of the employer ”. 
  
4. Transforming the beneifits into compensation. 
  
Section 3 sets forth that these benefits shall be converted into compensation in a progressive manner at a 10% rate of their money value every two months counted as from effectiveness of the law.    In a total period of twenty months these benefits should be totally converted into compensation. 
 

The balance thereof shall continue to be paid  and may keep transitorily their non compensatory nature until they are converted thereinto.    
. 
  
4.1 Grossing up 
  
The amounts incorporated into compensation shall be grossed up to cover for social security contributions owed thereon.  
  
Social security contributions payable by the employee amount to 17% of the salary.Additionally Section   5 sets forth that its application may not result in a reduction of the value of such benefits prior to the effectiveness of the law. 
 

For grossing up purposes, the amount of social benefit shall be divided by 0.83 to be converted to compensation. 
  
Example: if the worker has food vouchers for AR$ 250 a month at the end of twenty months such benefit shall be converted into AR$ 301.20 of compensation (AR$ 250 / 0,83) 
  
Thus the 17 % discount over AR$ 301,20 results in a net amount of  AR$ 250.- 
   
4.2 Union Quota and Solidarity Quota  
  
Since the law only contemplates grossing up over social security contributions, if the employee is affiliated to a union, he may experience further reductions and also if the collective bargaining agreement sets forth contributions for solidarity quotas. These quotas are a percentage to be contributed calculated over compensation.  
  
However, such impact may be modified through the year through the payment of the 13th annual salary, vacation payment or working of overtime.  
   
5. Faster Transformation into Compensation. 
  
Section 6 establishes that the signatories of collective bargaining agreements may agree to incorporate the benefits in a shorter period than such established in Section 3.    
 

6. Increases by exception. 
  
Section 7 sets forth that for an exceptional term of one (1) year counted as from effectiveness of the law, the parties to a collective bargaining agreement may agree to non compensatory increases in food vouchers, lunch vouchers and transport cards for a period exceeding six (6) months, and once such period lapse, they shall be converted into compensation as established by this law.  
  
7. Elimination of 14 % contribution. 
  
The contribution of 14% paid by workers over the amounts received as food vouchers to be funded to family allowances has been eliminated. 
  
8. Effectiveness 
  
January 1, 2008. 
If you have any question or comment with respect to this newsletter please do not hesitate to contact us by phone to (54 11) 4116-4155 or by e-mail to info@kahale.com.ar.
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