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This brochure is intended to provide you with some of
the issues international businesses could be facing in
the current economic climate.

Given that managing through a sustained tough
period is now a reality, businesses need to be able

to respond quickly to the downturn and have all the
opportunities to cut costs, generate cash and manage
risk. As the largest professional services firm with an
enviable portfolio of internationally owned clients, we
can help to bring you insight to where these risks and
opportunities lie.

This is by no means an all inclusive list but merely the
areas that have resonated well with many of our clients
recently.

We hope you find this brochure of interest and please
do not hesitate to contact your local PwC team for
further information.

Marco Amitrano

National Inbound Assurance Leader
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01 Japanese transition to IFRS

IFRS is coming to Japan. IFRS will also be a
reality for UK subsidiaries as early as 2011.

Many groups have already engaged in scoping IFRS and UK
companies have a substantive role to play given the timetable.

e Companies may wish to reduce the number
of subsidiaries pre conversion.

e UK companies have the opportunity
to lead on the conversions.

Our online resource that could further help is:
Access IFRS - register online at: http://www.ifrs.co.uk

We encourage you to stay on top of the latest
developments by talking to your local expert.

02 Treasury

The current economic conditions have brought greater focus
on cash, including the focus on basic cash management and

forecasting skills, as well as the use of more complex strategies.

Some of the key challenges include:

1. Lack of clear understanding of treasury
risks and opportunities

2. Assessing hedging strategies given the current volatility
Evaluating the skills and expertise of local treasury teams
Accounting considerations

03 Transfer pricing

At year end in particular, companies need
to consider transfer pricing issues.

Transfer Pricing is about sharing profit between the different
members of an international group. When the overall profit

is small, or there is a loss, then there maybe a problem. The
allocation of profit among group companies is rationalised by
the complexity of operation of a group company and risk that
it's taking. However, PwC have a number of techniques which
can be used to help companies, including for clients who

are intent on defending losses in less complex operations or
clients who are intent on keeping their less complex operations
profitable (probably with significant year-end adjustments).

Other Transfer Pricing hot topics include quality of
documentation; intercompany loans; group guarantees;
intercompany sales or service fees; and restructuring.

04 Pensions

With unprecedented market turbulence affecting pension
schemes, UK businesses should take a more commercially-
focused approach to managing their pension obligations.
Local management could better manage UK pension costs.

We can help to:

1. Reduce cash spend on pensions;

2. Manage risks more effectively; and

3. Consider pensions as part of the employment deal.

1 The top 10 things to talk about right now

01 IFRS(EIfR A B EEE)~NDIBIT
BARIZEWTHIFRS (ERMABHRERE) A~ — BREEDOR
EF&uilcB0TE. BRIFNIE2011FICIFRSEAMNIREDLDIZ,

ZLDEEYT IV—TILT TIZIFRSERFIZANTLY
AN BEOFHEEZ DL EEOSHITIEELR
BEZRE-T AN KRNZH S, HIZ X,

o IFRSIZHBITT BHIIZ. HiIES#ELTHT
DFSHDORBEBHEEEDS,

o BELIBMEIIIFRSADIEITEEEIZIRERLTLY
518, F5LIERCEMRADTIELADAET
FRLEEDOESHAIFRSIETE)—FT 5,

SHICERECFLEDIZE L., YA LA IFRSIZT I
AL SEEELEEL, www.ifrs.co.uk GRIEFEIED H)

02 EEEHE

HEODEFRRICHOT, Fryla-IRIAV F

Yy aT7A—F 8 SHITERBTBBORNAZED.
BELEBOEEUNKYIEEZBUTLS,

FIERRE:

1. BEL2ERICHTHIRIEBEIZTDOVTORRMAERE
2. RNUOKREVWEEDI—YMERTONYCEIEORET
3. EEHIMMDOELEDRENEEMMEDFHE

4. REETOEE

03 7 Bx {48 45 il

BEflits & (. EREFCHL—TREMTOMEPY—ER
DEEIZE>TELEDY L—TEEBMTOMBHIEDMBETH
%, FSORFREICHOT, JIL—TORBENENGHE
BERZAELTVBBRICIE. REGHELLGLH RN H D,

MBNROBEMEL. L —TOEEIESHEEDEH
MFEICIO>TEHRLBRITGDE, Tz, LLER B
RLABASHVRAICELBER®, EDOLSGHICFIE
AREHTOSRRICEALTIE, +HLREZEITL. 2B
MOBRBERITENI IR KZBLRZTNIERSALN,
BB 520D YV EL TR, BIREEFFa Aty
T—2avDLALE, TIL—TRERORIETE. VT L—T¢
EIIHT B —ER-T4—  JIL—THEBBEREEL H D,

04 F&

ZRIOTREINEEUBICEZAOFEEZKTH
Y. FEHEEFORELEIIVEBNICEERA
BEEOBBELUHAEERFATNETHD,
FEEEICBLVTRETRERNS:

1. BHE-Frvdaifit OflE

2. ERIVRVDREFHER

3. WMMNFIELKICETEEEDMEDT



05 Cash Accelerator

To optimise cash in any business, all the underlying cash
“levers” which drive the business’ cash flows need to be
identified and understood, beyond the more obvious levers

in working capital. Once this initial review has been carried
out, the potential and timing for generating cash is more
readily measurable, both in terms of quick wins and on a
more sustainable basis over the longer term. PwC’s extensive
experience means we recognise the critical importance of
developing a cash culture over the longer term through:

¢ Putting the right incentives in place to reward management;

e Putting cash at the heart of the management
reporting processes; and

e Concentrating cash in fewer locations, restricting
who has access to it, then optimising its use.

06 Finance Bill 2009 - changes to the
UK corporate tax regime

Following the publication of the Finance Bill in late April,
there is now further clarity on the new “foreign profits”
changes which originally included four key measures:

1. Dividend exemption — from 1 July 2009, possible legislation
to exempt dividends received by UK companies from foreign
subsidiaries. UK companies should undertake an exercise
to determine whether future dividends received will meet
the criteria for exemption. The rules are complex and under
certain circumstances dividends may remain subject to tax.

2. Worldwide debt cap - from 1 January 2010, there will be
new UK tax law that may restrict the UK tax deductibility of
interest payable on intragroup and connected party loans.
These new rules will override any existing agreements
or clearances that groups may have with HMRC. Whilst
the rules will only start to apply to accounting periods
beginning on or after 1 January 2010, groups should
consider analysing the likely impact of these new and
complex provisions on their cash tax liabilities.

3. Changes to UK Controlled Foreign Company rules —
the UK CFC rules operate to tax the profits of foreign
subsidiaries of UK companies when they arise rather
than when a dividend is paid back to the UK unless one
of a small number of exemptions are met. From 1 July
2009 the number of possible exemptions will be reduced.
Groups should therefore review their CFC position now
in order to determine whether they are affected.

07 Optimising the value from contracts

Getting value for money from contracts and spend with third
parties is an ongoing challenge for most businesses. This is
especially true when services and contractual regimes are
complex, difficult to understand and lack transparency.

PwC'’s approach is to understand the commercial
realities at the detailed transaction level.

Typical efficiencies and cost saving opportunities include:

e Savings of 10% of contract spend

e Understanding the real cost drivers and true cost
implications of management decisions

¢ Operational efficiency and tighter demand management
— how can delivery be enhanced at lower cost?

¢ Billing compliance and invoice error recovery.
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08 Share schemes

HM Revenue & Customs (HMRC) has recently increased its focus
on UK subsidiaries of non UK companies that provide share
incentives to their employees and have set up a special team to
look at this. Due to the complexity of the UK tax rules, being UK
compliant can be a challenge for some international businesses.

Companies need to ensure that they do not unwittingly
put themselves in a position where HMRC could challenge
their share plan compliance. For example PwC can:

e Review the correct tax treatment for
different types of share plans;

e Advise on and agree positions with HMRC
based on the facts and circumstances;

e Work on the practical aspects around ensuring
timely compliance with the tax rules; and

e Where there is non compliance, help with the making
of voluntary disclosures and with responses to
formal HMRC enquiries and investigations.

09 Termination settlements and

redundancies

This is one of the key current HR and employment
tax risks. Impacts to consider are:

e Termination and redundancy payments — are these handled
correctly from a tax and legal perspective? Legislation
has changed since the last recession and what worked
last time, may not be appropriate this time round.

¢ Risk management — does the company have any
exposures to payments made recently or to make sure
that any planned payments are dealt with correctly?
Key risk areas include: payments in lieu of notice,
overseas service, payments into pension schemes,
payments at/near retirement age, retention bonuses.

e Creative solutions to managing headcount — once headcount
is reduced, are companies re-engaging the same individuals
on different terms? This could jeopardise the tax/NIC
treatment of any termination payment made and expose the
company to substantial PAYE/NIC costs plus penalties.

10 Japanese tax reform

In Japanese tax reform 2009, significant changes for UK
subsidiaries underneath Japanese companies like foreign
dividend exemption rule, CFC rule, was introduced.

Dividends by foreign subsidiaries should be 95%

exempted after 1 April 2009 . “Foregin subsidiary”
has to be hold by the Japanese company at least
25% ownership for 6 months or longer.

In addition, as a result of foreign dividend exemption rule by
UK tax reform, A UK intermediate holding company may be
subject to Japanese CFC rule. The key issues for Japanese-
parented groups as a result of 2009 Japanese tax reform are:

1. Potential JCFC taxation on UK income other than overseas
dividends received by UK intermediate holding companies.

2. Risk of an adverse JCFC impact on UK trading
companies with overseas subsidiaries.

3. JCFC blocker structure no longer available
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