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Agenda

18:00 — 18:30 Registration
18:30 Chairman’s Opening Remarks

18:35 Strategy: Are shared services the best option form vy
company?

18:55 Operations: How should | go about implementing my
shared service centre?

19:15 Location: What does Poland have to offer?
19:35 Grants, Incentives and Tax Considerations?

20:00 Question and Answer Session, Chairman’s Closing Remarks

4 20:15 —21.30 Drinks Reception sponsored by PricewaterhouseCoopers

Speakers

Richard Bradburn , Partner, PricewaterhouseCoopers

Age: 53

Nationality: British

Languages: English, French

Work experience: Finance (UK FCA), Consulting, International Development
Expertise: Financial process Redesign, Project Management, Info Technology

Romek Lubaczewski , Director, PricewaterhouseCoopers Poland
8

Age: 3
Nationality: British
Languages: English, Polish
Work experience: Audit, Consulting, CFO, COO, BPO Centre Manager
Expertise: F&A Process Redesign and Optimisation: AP, AR, C&B and Treasury,
Feasibility Studies, 10 Ti it +200 FTE SSC, 20% reduction
Rafal Krasnodebski , Partner, PricewaterhouseCoopers
Age: 43 |
Nationality: Polish, English
Languages: Polish, English
Work experience: SSC location selection, planning transition, infrastructure design
Expertise: Business Operations
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Speakers

Matthew haugnessy |, Director, PricewaterhouseCoopers Poland
37

Age:

Nationality: British

Languages: English, Polish, French

Work experience: Multi-National Tax Advice

Expertise: Transfer pricing, Taxation structures, Funding

Michael Dembinski , British Polish Chamber of Commerce

Nationality: British
Languages: English, Polish
Expertise: Strategy & Policy Director in BPCC

Jacek Paczek , SSC CEE Leading Specialist, PricewaterhouseCoopers
32

Age:

Nationality: Polish

Languages: Polish, English, Russian

Work experience: Audit (FCCA, Biegly Rewident), Consulting, BPO Centre Manager
Expertise: F&A Process Redesign and Optimisation: AP, AR, Feasibility

Studies, Transitions, SSC Restructuring
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The Options

Local Process Improvement

1. Improve processes in the current
environment.

No staff reductions, limited
disruption

- Limited amount of saving

+  Duplication & diversification
‘creep’

Technology

2. Use technology to perform tasks
more efficiently.

+ Automate man ual tasks ?
*  No guaranteed savings
«  Up-front investment required

Strategy: Are shared
services the best
option for my
company?

Rafal Krasnodebski,

Advisory Services,

PricewaterhouseCoop
Poland
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Outsourcing

3.

Transactional processes are
performed by a third party.

Savings and fixed costs
Staff reductions

Long term ties to a single
provider

Shared Services Centre

4.

Low cost location and
economies of scale.

Savings and process/IT
benefits

Ability to adapt and change
Staff reductions

PricewaterhouseCoopers

The Benefits

A Shared Service Centre
can result in three types
of benefit

Cost
Savings

Strategic Benefits

Improvements in
Quality and
ustomer Service

PricewaterhouseCoopers




The

10

® Cost Savings

Benefits

Reducing the number of FTE's through the elimination of duplicated
cross-country effort.

A reduction in operating cost by re-locating to a lower cost country.
Typical ROl is between 1 and 3 years

Saving 10% to 30% on current cost

PricewaterhouseCoopers

The Benefits

1

® Strategic:

Enable “bolt-on” capabilities for potential, future acquisitions.

Management team focus on strategy and not daily operational
issues.

PricewaterhouseCoopers

The Benefits
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® Quality & Service Improvements

Quickly and efficiently implement best practice based
standard processes.

Introduce specialization as a means of increasing efficiency
and improving service levels.

Providing a better service through unified process and
technology.

Simplify and reduce the cost of change

Improved control and transparency, particularly in a Sarbanes
Oxley environment.

PricewaterhouseCoopers




13

The Benefits — Managing Change

Competitive pressure has led to a culture of constant change,

but

Change requests often overtake change implementation capabilities,

SO

Separating standard processes from those which need to be
changed regularly ... simplifies change

and

Changing only what you need to, reduces the cost and pain of
change

PricewaterhouseCoopers
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The Benefits — Managing Risk

Duplicity and diversity = complexity,

Complexity = chaos,

Chaos = risk

Standardisation of de-centralised duplicated processes lasts one
day (if you're lucky),

Diverse processes increase risk and complicate control,

Diverse processes are the enemies of transparency,

Diverse processes are the enemies of comparison,

Diverse processes are the enemies of timely change

PricewaterhouseCoopers

Which Processes should | Transfer?
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Which Processes should | Transfer?

On site SsC

AP tasks
AR tasks

GL
CB tasks
Reporting tasks &

Management tasks ‘: :

Payroll tasks
Tax tasks

Inter-company

Business Analysis
Special projects
Costing tasks
Customer facing

16 PricewaterhouseCoopers
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Is this an option for me?

How many people do you have in your current team?

How geographically split are they?

What is their cost as a percentage of revenue?

How many transactions do they process monthly?

Do they specialise, or are they “multi-tasking”?

Are they client facing or back-office transaction processors

Do you share common processes across your businesses?

Do you have one IT system or several legacy systems?

What is you acquisition and disposal strategy?

17 PricewaterhouseCoopers

Operations: How

should | go about

implementing my
shared service

centre?

Romek Lubaczewski,
Director,
Advisory Services,
PricewaterhouseCoopers,
Poland
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Why do SSC'’s succeed?

Total and absolute senior management commitment to the project,

Clear definition of expected benefits combined with effective measurement,
Hiring the right outsourcing provider,

Thorough process selection — what and where,

Well thought out and properly staged transition plan,

Detailed but easily understandable service and operational level service
agreements,

Well thought out and appropriately implemented communication plan,
Implementation of KPI's which measure both quantity and quality,

Built in future expansion capabilities.

19 PricewaterhouseCoopers

Why do they fail?

Lack of senior management commitment — 100% buy in and not nodding
heads,

Moving a broken function

To much taken on too quickly — SSC, new system and bad processes
Expected benefits unclear or poorly defined,

Poor Location selection,

Poor provider selection,

Unclear service level agreements,

Statutory misunderstandings,

Local management resistance,

Redundancy and/or re-deployment mismanagement.

20 PricewaterhouseCoopers

Managing Change

Open and honest

Can you “sugar coat” redundancy?

Expect resistance

Look at re-deployment and stay bonuses

Who stays — skill base or length of service?

Get advice and plan the process

21 PricewaterhouseCoopers




Project check list

A million things to remember, but which are crucial:
® Process design — get it right or get it in?

® Retention programmes

® Service level agreements

® Desk top procedures

KPI's and the line in the sand

Key recruitment and training.

22 PricewaterhouseCoopers

India, China, Western Europe, CEE?

What are the key factors in deciding your location?
® Cost

® Skills/capability

® Risk

® Sustainability

® Weather — is Barcelona really an optimal location for a SSC?

23 PricewaterhouseCoopers

Technology Considerations

® Should | implement a common ERP system before | consider
shared services?

® Document & Data Management
— Scanning
— Optical Character Recognition (OCR)

— Data Repositories & Legislation

24 PricewaterhouseCoopers




Project check list

Key Hires

Infrastructure (IT, Telecoms, Premises, Office Layout),

Process suitability,

Retention programmes,

Service level agreements,

Desk top procedures,

Key recruitment and training.

Taxation issues

25 PricewaterhouseCoopers

Location: What
does Poland
have to offer?

Michael Dembinski
BPCC
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Poland — largest of the EU Accession countries

- highest commercial growth potential

38.2m people

Population and GDP larger
than all other Accession
states combined

2004 economic growth 5.4% -
three times faster than
Eurozone

Young population, high skill
base

Labour costs 4-6 times below
western European average

Excellent geographic location-
east and west, north and south

19% corporate income tax

PricewaterhouseCoopers

www.bpcc.org.pl




Poland: Economic freedom improving

(Past scores:1995=3.56 / 1998=2.91 / 2002 =2.60)

5 A B Romania
O Greece

4 @ Slovenia
B France
W Poland

3 280 64 263 - B Hungary

O Germany
2 4 B USA

M Britain

B Estonia
14

1=full freedom, 5=total repression
Source: Heritage Foundation/Wall Street Journal Index of Economic Freedom, 2005
PricewaterhouseCoopers
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Labour costs in Poland vs other countries

in the region

Average cost of labour per hour (pay and non-pay co  sts) in £/ hour

(...UK minimum wage is £ 4.50 / hour...)

2002 2003 2004E | 2005F 2006F
SLOVAKIA 0.92 1.22 1169 1.65 1,79
POLAND 161 il74s) 1.98 2.10 2.18
CZECH REP. 1.52 1.88 2.48 2% 2.85
HUNGARY 1.64 211 2.68 2.88 3.00

Average monthly salary in manufacturing in 2003:
- in Poland amounted to £ 310
-in UK amounted to £ 2,311
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Labour costs in Accounting

Average yearly Finance Department labour costs
£lyear
UK Poland Germany Ireland
(outside
London)
Manager 49,568 33,103 98,392 58,530
Accounting Team Leader 35,432 16,330 62,207 32,341
Accountant 25,431 7,958 43,097 26,181
Accounting assistant 18,851 5,240 24,737 15,271
Source: PWC study
30 www.bpcc.org.pl PricewaterhouseCoopers




r costs in Accounting

Comparison of the average cost of an accounting funct ion
(Poland=100%)

UK Ireland Portugal India Poland Czech | Hungary
(Plymouth)
206% 199% 148% 37% 100% 111% 122%

Source: PWC study
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Where we’re starting from...

EU 15 =100

<30
30-50
50-70
75-100
100-125
> 125

GDP/region

Source : Eurostat — 2003

W
88
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How long to will it take to catch up?

Years until EU-15 pre- Enlargement level of income* s reached

O [} [}
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Percentage of whole population
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Demographic contrast, UK and Poland
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“There’s never
been a better
time to do
business in
Poland!”’

Grants, Incentives
and Tax
Considerations?

Matthew O'Shaughnessy,
Director,
TAX Department,
PricewaterhouseCoopers,
Poland

PRICEWATERHOUSE(COPERS




Agenda/Contents

® EU Funding

® Polish Tax Context for SSCs and
Tax Exemptions

® Transfer Pricing
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Section one

® EU Funding
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EU Funding

New Investments & New Jobs

* As of 2002, investors can obtain subsidies under the programme of financial support for investment
projects. Currently, the financial support for investment projects is also financed with the EU funds under

SOP-ICE sub-measure 2.2.1. “Support to entrepreneurs undertaking i

* EUR 328.4 million - the amount earmarked for subsiding investment projects in 2004-2006. Enterprises

can apply for the subsidies twice a year to the Ministry of Economy and Labour (MGiP).
* The nearest round for filing applications falls 30 June 2005.
* Next round starting 1 January 2006 .
* Level of financing

* Enterprises can apply for support in respect of: new investment projects — a maximum range of 15% to
25% of the eligible costs of the investment project (i.e. fixed tangible and intangible assets),
depending on the location (small and medium-sized enterprises from 22.5% of up to 32.5%);

39 New jobs — up to EUR 4,000 per 1 newly created job . PricewaterhouseCoopers




EU Funding

New Investments & New Jobs

* Categories of projects classified for subsidy:
* the value of the new investment project is not less than the equivalent of EUR 10m;

* the value of the new investment project is not less than the equivalent of EUR 500,000; where the

investment is related to the ion or 1 of an existing P and is related to
maintaining at least 100 jobs for at least 5 years;

* as a result of the new investment project at least 20 jobs have been created for at least 5 years;
* the new investment project involves a technological innovation;

* the new investment project improves the environment;

* the new investment project is located within an industrial park or a technological park.

* Based on our experience, most often, investors file applications in connection with employment of

minimum 20 people (category no 3).
0 PricewaterhouseCoopers

EU Funding

New Investments & New Jobs

* Assessment criteria

* Obtaining the subsidy depends on the number of points that is scored by the project according to
particular assessment criteria and on the number of applications in the given investment category.

*® Main assessments criteria are as follows:
— Application of new technologies (up to 40 points)
— Number of new jobs created (up to 30 points);
— Value of the investment (up to 30 points);
— Location of the investment (up to 20 points);
— Impact on the natural environment (up to 20 points);
— Impact on the business environment — cooperation
— (up to 20 points);
* 172 — maximum level of points.

41150 — the minimum level of points which guaranteed subsidies in the past (in case dt"€at&g6R B 8yPerS

EU Funding

New Investments & New Jobs

Timetable

Preparation of an application to the Polish Ministry of Economic and Labour (MGiP);

Preparation of a number of enclosures to the application, including description of the
investment project;

Verification of the application by MGiP from the formal point of view;

Technical acceptance of the application by MGiP;

Negations of the agreement for the subsidy;

Verification by MGIP of the settlement of the investment project;

Granting subsidy to the investor.

Applications are submitted to the MGIP twice a year, in January and in June.

The nearest application round falls on June 2005 / next January 2006

Applications are assessed within approximately 4-5 months.

Be
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EU Funding

New Investments & New Jobs

® Other potential subsidies for New Jobs

* Requirements:

* New Jobs are created for unemployed registered in the Local Employment
Agency

* Individual negotiations with the Local Employment Agency

® Programs:

* Subsidy for equipment for new job places (up to approx. EUR 1,500 per
person);

® Partial refinancing of Social Security contributions (up to approx. EUR 500
per person);

* Subsidy for accommodation and travel costs of new employed;
43 PricewaterhouseCoopers

Section Two

® Polish Tax Context for SSCs and
Tax Exemptions

44 PricewaterhouseCoopers

Polish Tax Context for SSC

Corporate Income Tax

* Statutory tax rate of 19%
* Loss carry forward mechanism:

— 5years

— up to 50% of losses in a given year
* WHT under UK/ Poland DTT:

- Divide)nds: 5% (the recipient is a beneficial owner holding directly or indirectly at least 10% voting
power)

— Royalties: 10%
— Interest: 0%
* Thin cap rules:
— Creditors holds directly or indirectly 25% of shares (affiliates qualify)
— Debt to equity ratio 3:1
* Depreciation of assets:
— Computers — up to 2 years
— Intangibles (software) at least 2 years

25 PricewaterhouseCoopers
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Polish Tax Context for SSC

VAT, PIT and Social Security Contribution

* VAT

— Services provided on-shore subject to
VAT at 22%

— Services provided off-shore subject to
0%

— Full deduction of input VAT

® PIT and Social Security Contributions
— PIT rates: 19/30/40%

— Social security contribution: in total
48%

PricewaterhouseCoopers

46— Employer's part: 21%

Polish Tax Context for SSC

S EINEVERELINES

* SSC providing book-keeping and accounting services located in Special Economic Zones

could apply for a tax exemption up to:
— 50% of eligible cost of investments,
— 50% of 2-year payroll of new recruits
* Conditions for granting tax exemptions:
— carrying out business activities in SEZ;
— concession,
— recruitment of at least 100 new joiners,

— maintaining new jobs for period of at least 5 years.

47 PricewaterhouseCoopers

Polish Tax Context for SSC

Special Economic Zones

Eligible zones near to major academic centres:
* Katowice,

* Krakow,

® od ,

* Suwa ki,

* Olsztyn,

* Wa brzych,

* Legnica,

* Pomeranian Economic Zone.

28 PricewaterhouseCoopers




Section Three

® Transfer Pricing

29 PricewaterhouseCoopers

Transfer Pricing

Overview of Tran

OECD member

Transfer pricing regulations

TP documentation requirements
Specific TP penalty regime

TP information requirements
Intercompany agreem required?

Benchmarking study — required?

Permanent establishment risk

fer pricing regulation

Since 1996

Since 1

Above 30 000 EUR per annum

% penalty rate on assessed income — if no

documentation

‘submitted with end-year return)
Recommended
Recommended

Low

50 PricewaterhouseCoopers

Transfer Pricing

Models for pricing intra-

® Cost plus method recognised as appropriate cost base should include all costs
attributable to the provision of service;

*® The indirect allocation of costs permissible — allocation key should allow for the
best approximation of benefits received;

* Alternatively, hourly rates could be applicable (established based on CUP or cost
plus method) providing that necessary records of time are maintained by staff.

51 PricewaterhouseCoopers




Transfer Pricing

Cost plus method — Arm’s length range of

return

Full Cost Mark Up

Number of Observations
w
o
S

N
=]
S

—

_ ]

o mll
9% -7% -5% -3% -1% 1% 3% 5% 7% 9% 11% 13% 15% 17% 19%
FCMU (%)
The graph above contains the output of a comparable data search performed using Amadeus for
companies that provide services; including book keeping, treasury, tax advisory, legal and
secretarial services.
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Transfer Pricing

Cost plus method — Arm’s length range of

return

Full Cost Mark-Up obtained by entities engaged in accounting and book-keeping
activities operating in Poland

Sample of 17 entities (2000 — 2003)

Indicator
L Upper
Minimum Median
quartile quartile

Full Cost Mark-Up B b 8% 4.23% .87% 31.65%

53 PricewaterhouseCoopers

Transfer Pricing

CUP — Comparable data for ho

Average hourly rates for accounting services in Poland in EUR

Average hourly rz
Minimum
Lower quartile 16.64

Median 20.91

Upper quartile 26.41

Maximum 47.71

Number of observations 53

54 PricewaterhouseCoopers




Transfer Pricing

Implementation issues (1)

* On-going use of assets/ intangibles or services provided by a service recipient to SSC for the purposes
of execution of outsourcing services:
Option 1 Option 2

access to IT infrastructure
and operating procedures

Principal

@

service fee

@ Provisipn oty i:ﬁaslruclure o If there is no settlement for (1) between Principal
QperaigpreceduelCelpavrer) and SSC, the risk of benefit in kind for SSC arise
(2) Service fee (local costs only) (taxable deemed income).

PricewaterhouseCoopers
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Transfer Pricing

Implementation issues (2)

Treatment of set-up costs before reaching full operational capacity:
« loss generated by SSC within set-up period could trigger certain transfer pricing exposure for
SSC;
+ should set up costs be included in the cost basis;
Charge on full costs versus the comparable pricing: potential issue on recipient side;
Depreciation of set-up costs over the certain period;
Most of these issues could be managed by ing the
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Chairman’s
Closing Remarks

Richard Bradburn,
Partner,
Advisory Services,
PricewaterhouseCoopers
Central and Eastern
Europe
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Contacts

Jacek Paczek

jacek.paczek@pl.pwc.com
mobile +48 502 184 014

Romek Lubaczewski
romek.lubaczewski@pl.pwc.com
mobile +48 604 474 047
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Contacts

Matthew O'Shaughnessy
PricewaterhouseCoopers

tel: +48 22 523 47 81

Fax: +48 22 508 47 81
matthew.oshaughnessy@pl.pwc.com

Maja Seliga-Kret
PricewaterhouseCoopers

tel: +48 22 523 48 02

fax: +48 22 508 48 02
maja.seliga.kret@pl.pwc.com

PricewaterhouseCoopers




PRICEWATERHOUSE(QOPERS

Your worlds g Our people




