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Chapter 1: Doing Business in Poland

Market Overview
Market Challenges
Market Opportunities
Market Entry Strategy

Market Overview Return to top

Poland has emerged as an important and dynamic market since the country began its
transition to democracy and a market driven economy in 1989. With 38 million people,
Poland is the largest market among the former Eastern European countries and shares
borders with both “new” EU and “old” EU-15 countries. Poland became a member of the
European Union (EU) in 2004 and held the presidency of the EU for the last 6 months of
2011. Poland’s adoption of EU legislation has led to wide ranging reforms in economic
regulation, and reduced government intervention in the private sector. Reforms in areas
such as financial markets, company and competition law, accounting, and intellectual
property rights have improved the environment for private business and boosted
economic growth. Poland’s plans to eventually adopt the Euro currency will further
accelerate the countries integration with the EU. Poland is an active member of NATO,
upgrading its armed forces accordingly and participating in joint peacekeeping activities
in the region and elsewhere including Afghanistan.

The United States and Poland enjoy a very close bilateral relationship, which has
fostered strategic and commercial cooperation. U.S. companies are active in Poland
and have invested heavily since the late 1980s when the country began its transition
from communism to democracy and a market-driven economy. Abundant opportunities
remain for U.S. firms in Poland. In addition to its large and growing domestic market, the
country also affords direct access to the EU and markets to the east. Poles continue to
demonstrate a strong affinity for the United States and its products.

Poland’s GDP growth remained strong in 2011 at over 4% while the rest of Europe
struggled with the global financial crisis. Total GDP growth from 2008 through 2011
reached 15.8%; the highest in the EU. Growing exports, household consumption and
business investment fueled the country’s strong economic performance. Over the
medium term, domestic demand, infrastructure spending (with EU support), and capital
investment will drive growth. EU structural funds are scheduled to continue through 2015
or longer. Economists expect Poland’s GDP growth to slow in 2012 and 2013 as a
result of the European debt crisis and Poland’s own fiscal consolidation efforts.

In 2011, the U.S. sold $3.1 billion worth of merchandise in Poland, up 4.93% from 2010.
However, the trade imbalance widened as the Poles shipped 4.8 billion to the U.S.in
2011; an increase of 48% over 2010.

Agricultural products including aquaculture, wood products and beverages showed the
largest increases in 2011. Other areas that saw substantial increases were
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transportation, (27%), chemicals (26%), metal manufacturing (27%) and machinery
(17%).

U.S. firms interested in Poland can expect moderately increasing domestic demand and
a general affinity for U.S. products. U.S. firms can increase their competitiveness by
establishing a local presence, committing to strong after-sales service and support and
offering pricing and financial terms consistent with customer needs. U.S. exporters are
encouraged to offer creative pricing and financing packages in order to win business
from Polish buyers.

The Energy sector currently offers particularly strong sales opportunities for U.S. firms.
The Polish Government plans to complete the country’s first nuclear power plant by
2020. Building the plant will be a massive undertaking that will create opportunities in
the areas of reactor technology, engineering services, legal/regulatory services and
training services. Currently, Poland generates 90% of its electricity via coal-fired plants,
44% of which are older than 30 years. Another 33% are between 20 and 30 years old.
In order to meet EU emissions targets, Poland is focusing on increasing renewable
sources of energy such as wind, biomass and biogas. The Government is also exploring
clean coal and shale gas exploration and production as alternatives to the current
energy technologies.

U.S. energy companies are at the forefront of shale gas exploration activities in Poland.
Exploration is expected to last for another two years or so. Geology and local cost
structures will strongly influence the feasibility of full field production. Industry sources
are cautiously optimistic that the responsible development of shale gas may eventually
make a substantial contribution to Poland’s energy supply.

This report discusses a number of other important sectors including Aviation and
Airports, Cosmetics, Computer Technologies, Defense, Engineering and Green Build
services, Medical, Machinery, Plastics and Waste Management.

The Polish public holds very positive attitudes toward foreign investment. U.S. investors
represent a wide range of industry sectors including automotive, aerospace, information
technologies- hardware and software, food products, transportation, pharmaceuticals,
paper production, appliances and financial services. Poland has also emerged as a
favorable location for business processing centers including call centers, shared
services centers and research and development operations. U.S. companies have
invested significantly in Poland in recent years. With its well-regarded workforce,
proximity to major markets and political stability, it is an excellent choice for American
firms wishing to expand their export markets.

Market Challenges Return to top

Although Poland’s per capita GDP increased from 50 to 59 percent of the EU average
from 2008-11, the country remains one of the EU’s less developed countries with limited
individual purchasing capacity and domestic consumption. Poland has made great
strides toward improving the commercial climate, but investors point to an inefficient
commercial court system, a rigid labor code, bureaucratic red tape, and a burdensome
tax system as challenges for foreign companies.

Poland has made some progress in reducing bureaucratic obstacles to business. Its
ranking in the latest World Bank Ease of Business Index was number 62, down eight
spots (lower is better) in the last year which was down 2 from the previous. In the 2010
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Transparency International Corruption Perception Index, Poland ranked 41" out of 182
countries (again lower is better), a drop of one place from the previous year.

Although many infrastructure projects are underway, Poland still has much work to do to
modernize its road, railway, and air transportation network. Weak transportation
infrastructure increases the cost of doing business for U.S. businesses by limiting ready
access to all of the markets within Poland and diminishes the country’s potential as a
regional distribution hub.

Market Opportunities Return to top

Poland’s membership in the EU offers access to billions of Euros in structural and
cohesion funds to support infrastructure development, environmental protection and
environmental remediation projects. Between 2007 and 2015, Poland will be the EU’s
largest recipient of funding, receiving €67 billion ($90 billion) in total from the EU’s
budget. The country’s highway and aviation network are in need of expansion and
modernization. Airports in Krakow, Poznan, Wroclaw, Gdansk and Warsaw have
proposed or began work on projects for modernization of taxiways, runways and
construction of new aprons. Further infrastructure development in the area of
environmental protection is expected as Poland races to meet deadlines for complying
with EU low carbon economy requirements. As landfills close across the country,
experts expect Polish cities to develop new waste stream models including waste to
energy.

While the U.S. share of Poland’s import market remains small at approximately 3%, U.S.
exporters have found considerable success targeting competitive niches, using effective
market entry strategies and diligently following up with marketing and sales support.
Assuming Poland’s shale gas deposits transition into a production phase, this will
produce a dramatic increase in the need for gas drilling rigs, gas field equipment, and
services.

The Euro Cup tournament to be held in Poland and Ukraine in June 2012 has driven
many infrastructure projects. Work is expected to continue even after the games are
over. Projects such as the expansion of the Metro line in Warsaw, the building of the
east-west highway between Germany and Ukraine, and the continued modernization
and expansion of regional airports will continue over the next few years. The need for
premium office space and the expansion of the retail sector present opportunities for
engineering and green building services. Other important sectors are niche retailing
and consumer goods such as cosmetics where an American label is still a symbol of
prestige and high quality. Sectors that continue to perform well and show signs of growth
are computer technologies, defense, medical, machinery, plastics and waste
management.

Market Entry Strategy Return to top

The Polish market is characterized by wide population dispersion with 25% living in rural
areas and urban dwellers spread among a number of population centers including
Warsaw and Lodz in the center of the country, Krakow in the south, Wroclaw and
Poznan in the west, Gdansk and Szczecin in the north and Lublin in the southeast.



Urban consumers generally have greater purchasing power than their rural counterparts.
Personal contact with the customer is critical and final purchasing decisions typically
require a face-to-face meeting. Success in this market typically requires an in-country
presence such as an agent, distributor or representative office.

While the number of English speakers in Poland is rising, particularly in urban areas,
communication in Polish is recommended in order to elicit prompt responses to offers
and inquiries and to facilitate negotiations. Poland’s communication network is relatively
well developed and email communications and website offerings are an increasingly
effective means of reaching local buyers.

Pricing remains the most critical factor in positioning a product or service for sale in
Poland. Access to capital is difficult for most Polish firms and business transactions are
typically self-financed. U.S. firms that can arrange financing will have a competitive
edge. The effects of the global financial crisis have underlined the need for U.S.
exporters to develop a creative strategy for financing exports. Using Ex-Im Bank
programs is a recommended option. In addition, currency fluctuations may continue in
2012, challenging even the most well-planned export strategy. Careful crafting of terms
of sale including creative packaging of currency and pricing terms, will help the U.S.
exporter gain long term advantage in the current Polish market.

The U.S. Embassy in Poland, led by the Commercial Service team in Warsaw, stands
ready to assist U.S. firms in achieving success in the Polish market. We encourage you
to contact us and explore the best way to partner together as you commence or expand
your business activities here.

Return to table of contents
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Chapter 2: Political and Economic Environment

For background information on the political and economic environment of the country,
follow the link below to the U.S. Department of State Background Notes.

http://www.state.gov/r/palei/bgn/2875.htm

Return to table of contents
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Using an Agent or Distributor Return to top

Polish trade partners most often serve their U.S. counterparts as distributors. They
import goods, clearing them through the customs and then offer them on the local
market. Their network of contacts in the industry is highly leveraged when offering
products on the market. One of the most common tools for distributors to use is the
internet, where goods are advertised and, increasingly, also sold through e-commerce.

Signing an agent agreement with a Polish entity allows the agent to act as a
representative for the foreign company in Poland. Agents have the authority to manage
the company’s activities in the country and often also act as distributors. In most cases,
product and marketing training must be provided to new distributors. There are no local
laws imposing rules specifically for Polish importers. Distributor and agent agreements
may take any form mutually beneficial to the parties involved.

A good starting point for finding a distributor or an agent is to review websites of local
companies. There is also Kompass database (http://www.kompass.com ), with
information on a large number of local businesses. Visiting a trade show in Poland is
also a good occasion to review local businesses and to meet with potential partners.
Catalogs of trade events usually include a brief description of each exhibitor, also in
English.

Of course, we highly recommend utilizing CS services, such as the International Partner

Search (IPS) and/or our signature Gold Key Service (GKS) if you are inexperienced in
the market. Our specialists have deep and broad knowledge of many market sectors
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and can help save U.S. business representatives’ time and money finding and screening
(International Company Profile) potential distributors or agents.

Companies wishing to use distribution, franchising and agency arrangements need to
ensure that the agreements they put into place are in accordance with European Union
(EU) and Member State national laws. Council Directive 86/653/EEC establishes certain
minimum standards of protection for self-employed commercial agents who sell or
purchase goods on behalf of their principals. In essence, the Directive establishes the
rights and obligations of the principal and its agents; the agent’s remuneration; and the
conclusion and termination of an agency contract, including the notice to be given and
indemnity or compensation to be paid to the agent. As an EU member Poland adheres
to EU-wide business directives and requires local market compliance.

U.S. companies should be particularly aware that the Directive states that parties may
not derogate certain requirements. Accordingly, the inclusion of a clause specifying an
alternate body of law to be applied in the event of a dispute will likely be ruled invalid by
European courts.

Key Link:
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31986L0653:EN:HTML

The European Commission’s Directorate General for Competition enforces legislation
concerned with the effects on competition in the internal market of "vertical agreements."
U.S. small- and medium-sized companies (SMEs) are exempt from these Regulations
because their agreements would likely qualify as "agreements of minor importance,”
meaning they are considered incapable of affecting competition at the EU level but
useful for cooperation between SMEs. Generally speaking, companies with fewer than
250 employees and an annual turnover of less than €50 million are considered small-
and medium-sized undertakings. The EU has additionally indicated that agreements that
affect less than 10 percent of a particular market are generally exempted as well
(Commission Notice 2001/C 368/07).

Key Link:
http://eur-
lex.europa.eu/LexUriServ/site/en/oj/2001/c_368/c_36820011222en00130015.pdf

The EU also looks to combat payment delays with Directive 2000/35/EC. This covers all
commercial transactions within the EU, whether in the public or private sector, primarily
dealing with the consequences of late payment. Transactions with consumers, however,
do not fall within the scope of this Directive. In sum, the Directive entitles a seller who
does not receive payment for goods/services within 30-60 days of the payment deadline
to collect interest (at a rate of 7 percent above the European Central Bank rate) as
compensation. The seller may also retain the title to goods until payment is completed
and may claim full compensation for all recovery costs.

Key Link:
http://europa.eu/rapid/pressReleasesAction.do?reference=1P/09/552&format=HTML&ag
ed=0&language=EN&guiLanguage=en

Companies’ agents and distributors can take advantage of the European Ombudsman
when victim of inefficient management by an EU institution or body. Complaints can be
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made to the European Ombudsman only by businesses and other bodies with registered
offices in the EU. The Ombudsman can act upon these complaints by investigating
cases in which EU institutions fail to act in accordance with the law, fail to respect the
principles of good administration, or violate fundamental rights.

Key Link: http://www.ombudsman.europa.eu/home/en/default.htm
Establishing an Office Return to top

The type of business entity that U.S. companies choose to establish is often determined
by the scope of activities the company plans to undertake in Poland. If a U.S. company
wants to sell its products and services in Poland exclusively through its own office, it
usually establishes a representative office. If a U.S. company will invest in Poland, there
are different legal forms available to carry out business activity. Investors can choose
the most suitable one from the following options for their business presence in Poland:

(1) Limited Partnership
http://www.paiz.gov.pl/index/?id=ccb421d5f36c5a412816d494b15ca9f6

(2) Limited Joint-Stock Partnership
http://www.paiz.gov.pl/index/?id=7ec12aa91918c9b6e577c1ae18a0a34b

(3) Limited Liability Companies (Sp. z 0.0.)
http://www.paiz.gov.pl/index/?id=27584e8cefbala67a8d1684d55a2a16a

(4) Joint Stock Companies (S.A.)
http://www.paiz.gov.pl/index/?id=148d411aeffed8a6f6ad4ecd77d1f004

(5) Representative Office
http://www.paiz.gov.pl/index/?id=7d62a275027741d98073d42b8f735c68

(6) Branch Office
http://lwww.paiz.gov.pl/index/?id=8d8f733a7c2a2eab60df6439a28a2b9a3

Detailed information on forms of doing business in Poland can be found at:
http://www.paiz.gov.pl/index/?id=887a185b1a4080193d5cf63873ac6d70

Modern office equipment like computers and office amenities are easily available and
can be leased from a number of reputable Polish and western firms. The white collar
labor pool is abundant and English-speaking assistants with good office skills are
relatively easy to find as are employees with western management and accounting
experience. Many executive search firms exist in Poland that offer assistance in finding
appropriate staff.

Franchising Return to top
According to PROFIT system, the franchising expert, in 2010 the franchising sector in

Poland encompassed 660 franchise networks (an increase of 17% over 2009) including
481 local franchise systems and179 foreign owned (in 2009 - 410 and 155 respectively).
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Industry experts estimate that in 2011 over 750 franchise systems operated on the
market. It was a growth by 90 new franchise systems.

The Polish franchise market is constantly growing. In 2011, it grew by 6,700 new
franchise units (a 17% growth). In 2011 operated over 45,000 franchise units (a 15%
annual growth) and about USD 440 million were invested in the franchise sector. The
Polish franchise market has grown mostly in the retail and restaurant subsectors. In
2011, Poles invested in consumer electronics and home appliances and grocery stores.
Investing in pizzeria restaurants was the most popular within the restaurant franchising
sector. Banking services registered a decrease by number of franchises. The average
investment amounted to about USD 80,000, however the most popular are franchises
valued at less than USD 32,000. This price is enough to invest in small retail or services
outlets. The most expensive investments involve supermarkets and petrol stations at a
cost of over USD 2 million. The average franchise fee was USD 8,000. Franchisors
often support their new franchisees through sharing investment costs, requesting a
contribution of 20% of a franchisee’s own contribution and guaranteeing loan for the
remain amount.

About 180 foreign franchise systems from 19 countries operate in Poland. The majority
of foreign franchise systems come from France, the U.S., Germany, Italy, Great Britain,
Spain and the Netherlands. The largest foreign franchise networks represent the
following sectors: apparel and footwear, fast-food and restaurant, beauty care, business
services, education and trainings, car services, FMCG and health, household
appliances, and real estate.

Popular U.S. franchises were the first to arrive and helped introduce the concept in Poland.
McDonald’s, the first franchiser to Poland, established its first operation in Poland in 1992
and has become the most popular fast-food chain. Other exemplary U.S. franchise networks
operating in Poland are Pizza Hut, Kentucky Fried Chicken (KFC), Burger King, Starbucks,
T.G.l. Friday, Subway, Levi’s, MBE Etc., Colliers, RE/MAX, Best Western, Kodak Express,
Crestcom and Curves.

Local Polish franchise firms began operating in 1991-1992, simultaneously with large
western franchisers entering the Polish market. Currently 73% of franchise brands are
of Polish origin and 15% of them are expanding abroad. Polish franchises developing
abroad represent mainly apparel, footwear and accessories, food and cosmetic retail
sectors and restaurant.

In the Polish market, the retailing, fast-food/self-service restaurants, business services,
beauty and hair salons sub-sectors offer the best potential for U.S. franchisors.
Especially retailing is a key sector in the franchising industry. There is a potential for
U.S. casual apparel brands for teenagers. The casual apparel sector is expanding
steadily. There is also a growing demand for luxury and niche fashion clothing segment.

American franchisers seeking to test their systems in Poland should be aware of
differences in market structure and conditions that should be considered during the
strategic planning stage. U.S. franchisers often have difficulty locating willing local
investors to provide sufficient capital and develop the franchise. Often, a foreign master
franchise is purchased by international investors. It is customary for a franchiser to
establish at least one successful pilot project before initiating an active search for
franchisees. This aspect is less important when it is a large, well-known (e.g. U.S.
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brand) organization, which already operates in several other European countries. U.S.
franchisers willing to identify the proper partner should also consider a well-tailored
advertising campaign. Advertising is the most effective and successful tool advised for
U.S. franchisers for international expansion.

U.S. businesses looking to franchise within the European Union will likely find that the
market is quite robust and friendly to franchise systems in general. There are a number
of laws that govern the operation of franchises within the EU, but these laws are fairly
broad and generally do not constrain the competitive position of U.S. businesses. The
potential franchiser should take care to look not only at the EU regulations, but also at
the local laws concerning franchising.

There are no special legal requirements for franchises in Poland. A franchise agreement
is regulated by the general provisions of the Polish Civil Code and is affected by
competition law, intellectual property regulations, consumer protection and tax law. Sub-
franchising is permitted and is not restricted in any way. Poland and the U.S. have
signed an agreement of avoidance of double taxation. The franchise fee is subject to a
23% VAT and 19% CIT (on the difference between franchising income and tax-
deductible expenses).

Direct Marketing Return to top

Direct marketing has been an important channel in Poland for over 20 years, and is an
accepted business practice in Poland, as in other EU countries. The DM market is
increasing approximately 15% annually in Poland. Polish consumers are accustomed to
purchasing via catalog and have become more receptive to shopping on the Internet.
More than 70% of Polish enterprises use direct marketing to sell their products and
services. The most frequently DM used formats are email and internet marking,
telemarketing, direct sales, mailing sales (products available in catalogs and internet),
TV marketing, and inserts in publications with a response element.

There are no Polish Laws or regulations that specifically address DM. In general, Polish
law is compatible to legal regulations applied to DM activities throughout the EU. For
companies operating in the DM sector, laws to consider are the Law of Personal Data
Protection (introduced in August 29, 1997) and the Law of Protection of Consumer
Rights, especially regulations referring to “distance sale” (introduced in March 2, 2000).
Polish protection of personal data is very rigorous, although recent interpretations in
court have been less strict.

The SMB Direct Marketing Association (http://www.smb.pl) established in 1995, has
been actively involved in introducing regulations and principles for DM in Poland. SMB
promotes development of direct marketing according to existing law and professional
ethics. SMB also participates in legislative procedures on legal acts concerning direct
marketing.

There is a wide range of EU legislation that impacts the direct marketing sector.
Compliance requirements are stiffest for marketing and sales to private consumers.
Companies need to focus, in particular, on the clarity and completeness of the
information they provide to consumers prior to purchase and on their approaches to
collecting and using customer data. The following gives a brief overview of the most
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important provisions flowing from EU-wide rules on distance-selling and on-line
commerce.

Processing Customer Data

The EU has strict laws governing the protection of personal data, including the Use of
such data in the context of direct marketing activities. For more information on these
rules, please see the privacy section above.

Distance Selling Rules

The EU’s Directive on Distance Selling to Consumers (97/7/EC and amendments) sets
out a number of obligations for companies doing business at a distance with consumers.
It can read like a set of onerous "do’s" and "don’ts," but in many ways, it represents
nothing more than a customer relations good practice guide with legal effect. Direct
marketers must provide clear information on the identity of themselves as well as their
supplier, full details on prices including delivery costs, and the period for which an offer
remains valid — all of this, of course, before a contract is concluded. Customers generally
have the right to return goods without any required explanation within seven days, and
retain the right to compensation for faulty goods thereafter. Similar in nature is the
Doorstep Selling Directive (85/577/EEC) which is designed to protect consumers from
sales occurring outside of a normal business premises (e.g., door-to-door sales) and
essentially assure the fairness of resulting contracts.

In 2011, the EU overhauled its consumer protection legislation and merged several
existing rules into a single rulebook - “the Consumer Rights Directive”. The provisions of
this Directive will apply to contracts concluded after June 13, 2014, and will replace
current EU rules on distance selling to consumers and doorstep selling. The Directive
contains provisions on core information to be provided by traders prior to the conclusion
of consumer contracts, regulates the right of withdrawal, includes rules on the costs for
the use of means of payment and bans pre-ticked boxes. Companies are advised to
consult the information available via the hyper-links, to check the relevant sections of
national Country Commercial Guides, and to contact the Commercial Service at the U.S.
Mission to the European Union for more specific guidance.

Key Links:
Consumer Affairs Homepage:
http://ec.europa.eu/consumers/index_en.htm

Distance Selling:
http://ec.europa.eu/consumers/cons_int/safe_shop/dist_sell/index_en.htm

Door-to-Door Selling:
http://ec.europa.eu/consumers/cons_int/safe_shop/door_sell/index_en.htm

Consumer Rights:
http://ec.europa.euljustice/consumer-marketing/rights-contracts/directive/index_en.htm

Distance Selling of Financial Services

Financial services are the subject of a separate directive that came into force in June
2002 (2002/65/EC). This piece of legislation amends three prior existing Directives and
is designed to ensure that consumers are appropriately protected with respect to
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financial transactions taking place where the consumer and the provider are not face-to-
face. In addition to prohibiting certain abusive marketing practices, the Directive
establishes criteria for the presentation of contract information. Given the special nature
of financial markets, specifics are also laid out for contractual withdrawal.

Key Link:
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32002L0065:EN:NOT

Direct Marketing over the Internet

The e-commerce Directive (2000/31/EC) imposes certain specific requirements
connected to the direct marketing business. Promotional offers must not mislead
customers and the terms that must be met to qualify for them have to be easily
accessible and clear. The Directive stipulates that marketing e-mails must be identified
as such to the recipient and requires that companies targeting customers on-line must
regularly consult national opt-out registers where they exist. When an order is placed,
the service provider must acknowledge receipt quickly and by electronic means,
although the Directive does not attribute any legal effect to the placing of an order or its
acknowledgment. This is a matter for national law. Vendors of electronically supplied
services (such as software, which the EU considers a service and not a good) must also
collect value added tax (see Electronic Commerce section below).

Key Link: http://ec.europa.eu/internal_market/e-commerce/index_en.htm

Joint Ventures/Licensing Return to top

Joint ventures as a form of business are frequently utilized in Poland. Many U.S.
businesses in Poland are established as joint ventures, with the Polish partner company
responsible for sales in the marketplace. Joint ventures are an excellent way to facilitate
export sales to the Polish market.

Most joint ventures are established with the American partner contributing needed
capital and technology. The Polish partner typically contributes land, distribution
channels, trained workers, access to the Polish market and introductions within the local
government and business community that could take a long time to develop for an
American company on its own. Increasingly, American firms participating in joint
ventures are asked to provide marketing, training, and promotional support for their
Polish partners.

The licensing of products, technology, technical data, and services has been less
common in Poland, due to concerns about intellectual property protection. Since the
country joined the EU, Poland has taken maijor steps in the areas of intellectual property
rights and copyright legislation. Currently more U.S. firms are expected to license their
products here. Licensing is particularly prevalent in the industrial manufacturing and
consumer goods sectors.

Selling to the Government Return to top

Information on the Office of Public Procurement, public procurement regulations and
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public tenders is available via the internet:
http://www.uzp.gov.pl/cmsws/page/?F;356

http://www.paiz.gov.pl/index/?id=46072631582fc240dd2674a7d063b040

Procurements by the Ministry of Defense are held by the Armaments Inspectorate.
Comprehensive information about military procurement laws and regulations are
provided on the Armaments Inspectorate website:
http://www.iu.wp.mil.pl/strony.artykul.19.0.html

Unlimited tendering is the preferred method. Participation in tenders is open to all those
who are legally, technically, and financially able to perform the contract (including foreign
companies).

The U.S. Commercial Service strongly urges U.S. firms bidding on Polish government
tenders to utilize the Department of Commerce’s advocacy and counseling services to
avoid common pitfalls in this complex process.

http://www.export.gov/advocacy/

The EU public procurement market, including EU institutions and member states, totals
around EUR 1,600 billion. This market is regulated by three Directives:

e Directive 2004/18 on Coordination of Procedures for the Award of Public Works,
Services and Supplies Contracts, and

o Directive 2004/17 on Coordination of Procedures of Entities Operating in the
Utilities Sector, which covers the following sectors: water, energy, transport and
postal services.

e Directive 2009/81 on Coordination of Procedures for the Award of Certain Works,
Supply and Service Contracts by contracting authorities in the fields of defense
and security (to be implemented in national laws of EU member states by
August-2011).

Remedies directives cover legal means for companies who face discriminatory public
procurement practices. These directives are implemented in the national procurement
legislation of the 27 EU member states.

The U.S. and the EU are signatories of the World Trade Organization’s (WTO)
Government Procurement Agreement (GPA), which grants access to most public
supplies and services and some work contracts published by national procurement
authorities of the countries that are parties to the Agreement. In practice, this means that
U.S.-based companies are eligible to bid on supplies and services contracts from
European public contracting authorities above the agreed thresholds.

However, there are restrictions for U.S. suppliers in the EU utilities sector both in the EU
Utilities Directive and in the EU coverage of the GPA. The Utilities Directive allows EU
contracting authorities in these sectors to either reject non-EU bids where the proportion
of goods originating in non-EU countries exceeds 50% of the total value of the goods
constituting the tender, or is entitled to apply a 3% price difference to non-EU bids in
order to give preference to the EU bid. These restrictions are applied when no reciprocal
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access for EU companies in the U.S. market is offered. Those restrictions, however,
were waived for the electricity sector.

For more information, please visit the U.S. Commercial Service at the U.S. Mission to
the European Union website dedicated to EU public procurement. This site also has a
database of all European public procurement tenders that are open to U.S.-based firms
by virtue of the Government Procurement Agreement. Access is free of charge.

Key Link: http://www.buyusa.gov/europeanunion/eu_tenders.html

Distribution and Sales Channels Return to top
Regional Nature of Market and Review of Major Regions

Opportunities for doing business in Poland are, like the population, dispersed throughout
the country. Twenty-five percent of the population resides in rural areas, urban dwellers

are widely spread among a number of population centers.

Poland’s largest cities and their respective populations are:

Warsaw 1,711,000
Krakéw 751,000
toédz 774,000
Wroctaw 632,000
Poznan 554,000
Gdansk 460,000
Szczecin 406,000
Bydgoszcz 357,000
Lublin 349,000

Industrial Goods Distribution

Imports of equipment and technology have remained steady as Polish industry
modernizes and restructures to compete with the West. Poles are familiar with technical
parameters of U.S. products, even prior to the actual introduction of those products in
the marketplace. This reflects on the fact that serious Polish importers do their
homework.

Industrial distributors may therefore be part of a network that developed from former
foreign trade organizations (i.e. organizations that handled imports during the
Communist period), or may be individuals with significant connections to their industry
(frequently former employees of the large foreign trade firms). As industries and
companies continue to privatize in Poland, distribution networks are expected to expand
in scope and complexity.

Many distributors of industrial equipment are specialized and have very specific
technical expertise. Because of this, some are better able to represent foreign
manufacturers on a national level than most consumer goods distributors. However,
exporters should be aware that large industrial enterprises would rather have direct
contact with manufacturers when purchasing heavy machinery.
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As with the consumer goods sector, importers and other companies that represent
foreign companies are becoming more sophisticated and selective. The number and
variety of imported goods available on the Polish market play an important role here as
well. Polish agents or distributors increasingly look to foreign partners to provide
marketing and promotional support, training and financing. Polish trade fairs, which
have become more specific in scope, are a good place to look for possible distributors.

It is advisable to consider having one exclusive distributor. Potential channel partners in
this sector tend to prefer exclusive arrangements because often they bear the marketing
costs of new products and do not want potential competitors to reap the benefits of their
promotional activities.

Selling Factors/Techniques Return to top

As said, the Polish market is in most cases regional, and this description applies to
selling as well. Because unemployment is lower and the average income is higher in
Polish cities, urban dwellers generally have more purchasing power than inhabitants of
rural areas. The countryside is dotted with single-factory towns, many of which currently
suffer from higher unemployment rates.

Letters, faxes, Internet websites and packages of product literature will serve to
introduce a product or service to a Polish company. Communication in Polish is
recommended if the seller would like to receive a speedy reply. U.S. companies should
ensure that translations from English into Polish are performed only by proficient
translators who are fluent in modern business Polish and grammar.

An average Polish customer no longer requires face-to-face contact with a person selling
a product. The role of the Internet in securing business contacts is growing and can now
be considered a valuable selling tool. Over 17 million Internet users in Poland constitute
approximately 46% of population. Approximately 40% use e-commerce to shop for
products or services regularly. Over 98% of Polish companies have access to the
Internet and many of them have begun to conduct business through this venue.

American companies that are little known outside of the U.S. may need to make a
significant effort (often marketing, training, or other promotional activities) to convince
the prospective Polish customer of their credibility. Product demonstrations are
effective, as Poles tend to be skeptical about claims until they are proven. Sponsored
visits to the U.S. company headquarters or manufacturing plant frequently help to
convince Polish buyers to purchase a U.S. product.

The decision-making process, especially in large companies or government agencies,
can be painfully slow, as every person or section involved in a decision usually must sign
off before a decision is made. It usually takes several meetings and many rounds of
negotiations before a deal is closed. This means that success in Poland is difficult
without an in-country presence, whether that presence is an agent, distributor, or
representative office.

Polish customers will want to discuss the technical parameters of the product, explain
their needs, and negotiate the price. In addition, the product may not be sold at the first
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meeting, as the customer will want some time to consider the points discussed and to
arrange financing. Initial orders are frequently small due to Poles access to limited
amounts of working capital and high rates of interest on credit. Follow-on sales often
grow rapidly once effectiveness and profitability are established.

American exporters should be aware of the Polish customer's main problem: access to
capital. Most Polish firms are still too small to consider going public or to issue
commercial paper. Therefore, most business activities, including payment for imports,
are still self-financed. American companies that can arrange for affordable financing for
their Polish customers will have an edge over their competitors. The U.S. Export-Import
Bank (Ex-Im Bank) offers a credit insurance program that can help small and medium
sized U.S. firms in this regard.

If a prospective customer shows continued effort and interest in dialogue, the potential
for a sale is good, even if the time leading up to the conclusion of a contract seems long
by U.S. standards. If the proposal is well thought out, the pricing is flexible (or
assistance with financing is offered) and promotion, servicing and customer support are
part of the package, chances are good that a sale will ultimately be completed. Doing
business in Poland is built upon personal relationships and trust. U.S. companies have
an advantage in Poland, as the U.S., its people and products are generally held in high
regard.

Electronic Commerce Return to top

There are no barriers to electronic commerce activities in Poland, although American
companies should consider the strict requirements of the personal data protection
regulations and tax issues which match those of other European Union countries.

Even though electronic commerce in Poland has been growing both rapidly and steadily
over the last decade, it still is early stages of development. E-commerce sales currently
constitute only 3 percent of the entire retail turnover in the country. In general, Poles
prefer auction services over e-shopping, so almost half of the e-shops channel their
sales also through auction websites. The most popular auction site in Poland is Allegro,
which has over 11.3 million users and almost $3 billion yearly turnover.

A majority of online shops complement e-commerce sales with the traditional brick and
mortar operations. Almost 90% of e-shops maintain their profiles on social websites.
For a variety of reasons, including the language barrier and some limitations set by
foreign auction and e-commerce sites, the vast majority of online shopping is done
locally in Poland.

The most popular products bought on-line are consumer electronics, cosmetics, books,
clothes, airline tickets and tourist services, as well as house and garden equipment. In
large cities, ordering groceries online has become popular and grew by 40% last year.
Nevertheless, on-line groceries’ sales still represent only 0.2% of the total groceries
market.

E-commerce development is facilitated by easy access to the Internet at affordable
prices, common usage of banking accounts and credit cards, and, in general, familiarity
with Internet technologies. Over the past 5 years, the value of transactions paid by
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credit cards has increased four-fold with every fifth client using online banking services.
The use of the Internet is also enhanced by the tremendous popularity of social
networking sites. The most popular sites in Poland are Facebook and Nasza Klasa, with
12.35 million and 11.23 million users respectively.

Over 63 percent of Polish homes have a computer, 87% of those having internet access.
In addition, 85% homes have cellular phones, which are increasingly being used for
internet as well. Still, less than half of Internet users conduct online transactions and
approximately 20% use on-line banking services.

With funding support from the EU, the Polish government continues to invest in
broadband internet infrastructure projects, develops e-government services and internet
and computer education programs, which should also benefit the development of e-
commerce. Nevertheless, total public expenditure in Poland on digitalization and e-
services fluctuate around 1% of GDP. Only since January 2011 Polish fiscal authorities
have started to officially recognize e-invoices, waving the requirement that companies
maintain hard copies.

The Electronic Commerce Directive (2000/31/EC) provides rules for online services in
the EU. It requires providers to abide by rules in the country where they are established
(country of origin). Online providers must respect consumer protection rules such as
indicating contact details on their website, clearly identifying advertising, and protecting
against spam. The Directive also grants exemptions to liability for intermediaries that
transmit illegal content by third parties and for unknowingly hosting content. The
European Commission released a work plan in 2012 in order to facilitate cross-border
online services and reduce barriers.

Key Link: http://ec.europa.eu/internal_market/e-commerce/directive_en.htm

In July 2003, the EU started applying Value Added Tax (VAT) to sales by non-EU based
companies of Electronically Supplied Services (ESS) to EU based non-business
customers. U.S. companies that are covered by the rule must collect and submit VAT to
EU tax authorities. European Council Directive 2002/38/EC further developed the EU
rules for charging Value Added Tax. These rules were indefinitely extended following
adoption of Directive 2008/8/EC.

U.S. businesses mainly affected by the 2003 rule change are those that are U.S. based
and selling ESS to EU based, non-business customers or those businesses that are EU
based and selling ESS to customers outside the EU who no longer need to charge VAT
on these transactions. There are a number of compliance options for businesses. The
Directive created a special scheme that simplifies registering with each member state.
The Directive allows companies to register with a single VAT authority of their choice.
Companies have to charge different rates of VAT according to where their customers are
based, but VAT reports and returns are submitted to just one authority. The VAT
authority responsible for providing the single point of registration service is then
responsible for reallocating the collected revenue among the other EU VAT authorities.

Key Link: http://ec.europa.eu/taxation_customs/taxation/vat/how_vat_works/e-
services/index_en.htm
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Trade Promotion and Advertising Return to top

General Legislation

Laws against misleading advertisements differ widely from member state to member
state within the EU. To respond to this imperfection in the Internal Market, the
Commission adopted a Directive, in force since October 1986, to establish minimum and
objective criteria regarding truth in advertising. The Directive was amended in October
1997 to include comparative advertising. Under the Directive, misleading advertising is
defined as any "advertising which in any way, including its presentation, deceives or is
likely to deceive the persons to whom it is addressed or whom it reaches and which, by
reason of its deceptive nature, is likely to affect their economic behavior or which for
those reasons, injures or is likely to injure a competitor." member states can authorize
even more extensive protection under their national laws.

Comparative advertising, subject to certain conditions, is defined as "advertising which
explicitly or by implication identifies a competitor or goods or services by a competitor."
member states can, and in some cases have, restricted misleading or comparative
advertising.

The EU’s Audiovisual Media Services Directive lays down legislation on broadcasting
activities allowed within the EU. Since 2009, the rules allow for U.S.-style product
placement on television and the three-hour/day maximum of advertising will be lifted.
However, a 12-minute/hour maximum will remain. Child programming will be subject to
a code of conduct that will include a limit of junk food advertising to children.

Following the adoption of the 1999 Council Directive on the Sale of Consumer Goods
and Associated Guarantees, product specifications, as laid down in advertising, are now
considered as legally binding on the seller. (For additional information on Council
Directive 1999/44/EC on the Sale of Consumer Goods and Associated Guarantees, see
the legal warranties and after-sales service section below.)

The EU adopted Directive 2005/29/EC concerning fair business practices in a further
attempt to tighten up consumer protection rules. These rules outlaw several aggressive
or deceptive marketing practices such as pyramid schemes, "liquidation sales" when a
shop is not closing down, and artificially high prices as the basis for discounts in addition
to other potentially misleading advertising practices. Certain rules on advertising to
children are also set out.

Key Link:
http://ec.europa.eu/consumers/rights/index_en.htm
http://ec.europa.eu/avpolicy/reg/avms/index_en.htm

Medicine

The advertising of medicinal products for human use is regulated by Council Directive
2001/83/EC as amended by Directive 2004/27/EC. Generally speaking, the advertising
of medicinal products is forbidden if market authorization has not yet been granted or if
the product in question is a prescription drug. Mentioning therapeutic indications where
self-medication is not suitable is not permitted, nor is the distribution of free samples to
the general public. The text of the advertisement should be compatible with the
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characteristics listed on the product label, and should encourage rational use of the
product. The advertising of medicinal products destined for professionals should contain
essential characteristics of the product as well as its classification. Inducements to
prescribe or supply a particular medicinal product are prohibited and the supply of free
samples is restricted.

The Commission presented a new framework for information to patients on medicines in
2008. The framework which is still being debated would allow industry to produce non-
promotional information about their medicines while complying with strictly defined rules
and would be subject to an effective system of control and quality assurance.

Key Link:
http://ec.europa.eu/health/human-use/information-to-patient/index_en.htm

Nutrition & Health Claims

On July 1, 2007, a regulation on nutrition and health claims entered into force.
Regulation 1924/2006 sets EU-wide conditions for the use of nutrition claims such as
“low fat” or “high in vitamin C” and health claims such as “helps lower cholesterol”. The
regulation applies to any food or drink product produced for human consumption that is
marketed on the EU market. Only foods that fit a certain nutrient profile (below certain
salt, sugar and/or fat levels) will be allowed to carry claims. Nutrition and health claims
will only be allowed on food labels if they are included in one of the EU positive lists.
Food products carrying claims must comply with the provisions of the nutritional labeling
directive 90/496/EC and its amended version to come into effect in 2011.

The development of nutrient profiles, originally scheduled for January 2009, has been
delayed. Nutrition claims can fail, however, on any single criterion, i.e. if only one
nutrient (salt, sugar or fat) exceeds the limit of the profile, a claim can still be made
provided the high level of that particular nutrient is clearly marked on the label. For
example, a yogurt can make a low-fat claim even if it has high sugar content but only if
the label clearly states “high sugar content”. A European Union Register of nutrition
claims has been established and is updated regularly. Health claims cannot fail any
criteria.

The European Food Safety Authority (EFSA) finalized the evaluation of the “general
function” health claims prioritized by the Commission by the end of June 2011 and
published 341 opinions providing scientific advice on 2,758 “general function” health
claims. These were drawn from a list of 4,637 claims submitted to EFSA by the
European Commission between July 2008 and March 2010 when EFSA received the
latest 452 claims for evaluation. The updated final list of 4,637 claims was the result of a
consolidation process carried out by the Commission, after examining over 44,000
claims supplied by the Member States. The complete list was published on the EFSA
website in the form of an Access database in May 2010.

A simplified authorization procedure has been established for health claims based on
new scientific data. A guidance document on how companies can apply for health claim
authorizations can be downloaded from EFSA’s website.

Key Link: http://www.efsa.europa.eu/en/nda/ndaclaims.htm

Food Supplements
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Regulation 1925/2006, applicable as of July 1, 2007, harmonizes rules on the addition of
vitamins and minerals to foods. The regulation lists the vitamins and minerals that may
be added to foods. This list was most recently revised in November 2011 to include
additional substances. A positive list of substances other than vitamins and minerals
has not been established yet, although it is being developed. Until then, member state
laws will govern the use of these substances.

Key Link: http://ec.europa.eu/food/food/labellingnutrition/supplements/index_en.htm
Tobacco

The EU Tobacco Advertising Directive (2003/33/EC) bans tobacco advertising in printed
media, radio, and internet as well as the sponsorship of cross-border events or activities
including Olympic games and Formula One races. Free distribution of tobacco is banned
in such events.

The ban covers advertising and sponsorship with the aim or direct or indirect effect of
promoting a tobacco product. Tobacco advertising and sponsorship on television has
been banned since 1989 and is governed by the Television without Frontiers Directive
(89/552/EEC). This Directive was replaced by the Audiovisual Media Services Directive
(2007/65/EC) adopted in December 2007, which extends this ban to all forms of
audiovisual commercial communications, including product placement.

The Council Recommendation (2003/54/EC) on the Prevention of Smoking and on
Initiatives to improve tobacco control covers other forms of tobacco promotion. It
recommends Member States to prohibit the use of tobacco brand names on non-tobacco
products or services; the use of promotional items and tobacco samples, the use and
communication of sales promotion, such as a discount, a free gift, a premium or an
opportunity to participate in a promotional contest or game; the use of billboards, posters
and other indoor or outdoor advertising techniques (such as advertising on tobacco
vending machines); the use of advertising in cinemas and any other forms of advertising,
sponsorship or practices directly or indirectly addressed to promote tobacco products.

The EU plans to revise the Tobacco Products Directive in 2012 with possible changes
could include bigger, double-sided health pictorial warnings on cigarette packages and
plain packaging.

Key link: http://ec.europa.eu/health/tobacco/law/advertising/index_en.htm
Local Market Specifics

Trade fair activities in Poland grew rapidly at the beginning of the last decade, from a
single major event (the annual June Poznan International Fair) to a full year's schedule
of industry and product specific events in major cities around the country. For
information on upcoming trade events please see Chapter 9: Trade Events. Some fairs
are still proving their worth while others have lost popularity in recent years and are no
longer attracting key Polish and international businesses. Direct U.S. company
presence at trade fairs in Poland is minimal, but some U.S. firms exhibit through their
European or Polish distributors. U.S. firms exhibiting in larger Western European trade
fairs, particularly those in the Commercial Service’s Showcase Europe program, will
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encounter Polish buyers at those events. The U.S. Commercial Service in Warsaw can
help you find distributors interested in representing U.S. products at Polish fairs.
Advertising in Poland is considered important, not only in the consumer product field, but
also in developing a company image for all types of goods. Television, which reaches
virtually every home in Poland via local channels or satellite, is believed to be the most
effective advertising medium in Poland. Products advertised through television
commercials show the greatest sales growth among all advertised products. The bulk of
advertising revenues go to television. The price of television spots on top rated shows
has grown dramatically in the last few years as demand has soared. Radio is another
means of advertising with 261 local radio stations as well as 6 national networks in
operation: Polskie Radio SA Program 1, Polskie Radio SA Program 2, Polskie Radio SA
Program 3, Polskie Radio SA Program 4, RMF FM, and Radio ZET.

There is a ban on cigarette and alcohol (including beer and wine) advertising for
broadcasters and on alcohol ads for display and print media. There is also a ban on
pharmaceutical advertising, except for over-the-counter (OTC) drugs and in professional
publications.

Print media advertising is sophisticated and the print media market itself has grown to
include a full range of publications. Major newspapers circulate throughout Poland and
reach every corner of the country. In addition, special interest magazines, business
journals, niche publications, and specialized newspapers have proliferated. Newsweek
Polska, a division of Newsweek, will celebrate its 11th anniversary this year (2012) and
the Polish edition of Forbes magazine, which was launched in January 2005, will
celebrate its 7th anniversary this year. Classified advertising is very well developed and
effective. Most U.S. companies find print media to be a highly effective means of
reaching customers and candidates for jobs.

Major daily newspapers include Rzeczpospolita, Gazeta Wyborcza, Dziennik Polska,
Nasz Dziennik, and two tabloids: Fakt and Super Express. Major daily business journals
include Dziennik Gazeta Prawna, Parkiet Gazeta Gieldy, Puls Biznesu, and Financial
Times. The Polish edition of Businessweek is published on a biweekly basis. There are
also two English language weeklies that cater mainly to foreigners in Poland, the
Warsaw Business Journal and the Warsaw Voice.

Major international, as well as local, advertising and public relations agencies abound in
Poland. For contact information on these journals and firms please contact the U.S.
Commercial Service in Warsaw at office.warsaw@trade.gov, at telephone number (48)
22 625-4374 or fax number (48) 22 621-6327.

Pricing Return to top

The importance of pricing in Poland cannot be understated. Pricing is the key to
successfully selling U.S. products and services in Poland. Working capital is limited in
Poland, even among the larger, more successful Polish companies. Polish businesses
generally spend money wisely, after thoughtful and sometimes lengthy consideration.
The most commonly expressed reason for failed sales efforts according to potential
Polish clients continues to be that “the price is too high.” The risks surrounding an
m.jaskot@pzlmielec.com.plunstable exchange rate between the dollar versus the Polish
ztoty makes pricing especially difficult. Typically U.S. manufactured goods are
compared to similar European-made goods and the lowest cost item wins the day.
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Establishing the price of U.S. made products is further complicated by the addition of
customs duties, Value Added Tax (VAT), and, in some cases, excise taxes, which may
elevate the final retail price of a product dramatically. Flexibility in pricing is important,
and the initial market penetration to gain product awareness among Polish consumers
should be the goal. Successful U.S. exporters work together with their Polish
representatives to keep costs, particularly import costs, as low as possible. For
example, some companies ship products unassembled to help reduce import duties.
Poland’s accession to the EU has given the price advantage to European producers.
U.S. made goods are burdened with customs duties, while products imported from EU
countries are not. To level the difference, some American businesses have opened
distribution and/or manufacturing facilities in Europe.

The Polish market is large and expanding for all types of products, but is also
increasingly competitive. U.S. companies that approach the market with a long-term
view of creating market share for their products will reap the rewards.

Sales Service/Customer Support Return to top

After price, service is the second greatest concern for Polish customers. A manufacturer
in the United States is seen by the Polish distributor and customer alike as being far
removed from products exported to Poland. A potential customer may shy away from
U.S. products over concerns that distance will lead to ineffective servicing if the product
requires repair or maintenance.

Polish customers may walk away rather than purchase a product if they are required to
ship it back to the United States for repair or service - even if the U.S. company pays for
the shipment. Sending spare parts to Poland is easy to do. Some firms provide service
for their exports to Poland through European representatives or firms licensed to repair
their products. Even then, some distributors worry that they may not get adequate
support.

Ideally, customer service and support should be provided through a trained Polish
representative or U.S. affiliate company. The local technical support teams can be
considered a part of the U.S. company’s image in the Polish market. Effective, fast and
reliable service contributes greatly to the U.S. manufacturer’s success in Poland. The
opposite can also be said about service. Therefore U.S. manufacturers should be ready
to provide full assistance to their service personnel in Poland.

U.S. manufacturers with major export accounts in Poland may wish to periodically send
a service representative to Poland to work with the local representative and visit
customers. As an EU member, Poland adheres to EU-wide business directives and
requires local market compliance.

Conscious of the discrepancies among Member States in product labeling, language
use, legal guarantee, and liability, the redress of which inevitably frustrates consumers in
cross-border shopping, EU institutions have launched a number of initiatives aimed at
harmonizing national legislation. Suppliers within and outside of the EU should be
aware of existing and upcoming legislation affecting sales, service, and customer
support.
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Product Liability

Under the 1985 Directive on liability of defective products, amended in 1999, the
producer is liable for damage caused by a defect in his product. The victim must prove
the existence of the defect and a causal link between defect and injury (bodily as well as
material). A reduction of liability of the manufacturer is granted in cases of negligence
on the part of the victim.

Key link:
http://ec.europa.eu/enterprise/policies/single-market-goods/product-liability/.

Product Safety

The 1992 General Product Safety Directive introduced a safety requirement at the EU
level to ensure that manufacturers only place safe products on the market. It was
revised in 2001 to include an obligation to the producer and distributor to notify the
Commission in case of a problem with a given product, provisions for its recall, the
creation of a European Product Safety Network, including a ban on exports of products
to third countries that are not deemed safe in the EU.

Key link: http://ec.europa.eu/consumers/safety/prod_legis/index_en.htm

Legal Warranties and After-Sales Service

Under the 1999 Directive on the Sale of Consumer Goods and Associated Guarantees,
professional sellers are required to provide a minimum two-year warranty on all
consumer goods sold to consumers (natural persons acting for purposes outside their
trade, businesses or professions), as defined by the Directive. The remedies available
to consumers in case of non-compliance are:

— Repair of the good(s);

— Replacement of the good(s);

— A price reduction; or

— Rescission of the sales contract.

Key link:
http://ec.europa.eu/comm/consumers/cons_int/safe_shop/guarantees/index_en.htm.

Other issues pertaining to consumers’ rights and protection, such as the New Approach
Directives, CE marking, quality control and data protection are discussed in Chapter 5 of
the Country Commercial Guide.

Protecting Your Intellectual Property Return to top
Polish legislation and regulations have been amended several times to bring them into
full compliance with the WTO TRIPS Agreement and EU Directives. The Polish

government also continues to review and amend other laws and regulations to reflect the
development and use of new technologies. Following the EU access to ACTA (Anti-
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Counterfeiting Trade Agreement), Poland has signed the agreement on January 26,
2012 but it still requires ratification by the Polish Parliament. As a result of a wave of
protests against ACTA, the Polish government has decided to suspend the ratification
until completing a detailed analysis of ACTA provisions and wide consultations with all
market players. According to the government, the IPR in Poland are covered by the
legislation which is already in place.

Even though piracy remains a problem, Poland has made great progress in this respect,
which resulted in taking Poland off the USTR 301 Watch List in 2010.

The main organizations responsible for IPR and related issues in Poland are the Ministry
of Culture and National Heritage (http://www.mkidn.gov.pl/pages/the-ministry-of-culture-
and-national-heritage.php?lang=EN) and the Polish Patent Office (http://uprp.gov.pl)

Several general principles are important for effective management of intellectual
property (“IP”) rights in Poland. First, it is important to have an overall strategy to protect
your IP. Second, IP is protected differently in Poland than in the U.S. Third, rights must
be registered and enforced in Poland, under local laws. Your U.S. trademark and patent
registrations will not protect you in Poland. There is no such thing as an “international
copyright” that will automatically protect an author’s writings throughout the entire world.
Protection against unauthorized use in a particular country depends, basically, on the
national laws of that country. However, most countries do offer copyright protection to
foreign works under certain conditions, and these conditions have been greatly simplified
by international copyright treaties and conventions.

Registration of patents and trademarks is on a first-in-time, first-in-right basis, so you
should consider applying for trademark and patent protection even before selling your
products or services in the Polish market. It is vital that companies understand that
intellectual property is primarily a private right and that the US government generally
cannot enforce rights for private individuals in Poland. It is the responsibility of the rights'
holders to register, protect, and enforce their rights where relevant, retaining their own
counsel and advisors. Companies may wish to seek advice from local attorneys or IP
consultants who are experts in Polish law. The U.S. Commercial Service can provide a
list of local lawyers upon request.

While the U.S. Government stands ready to assist, there is little we can do if the rights
holders have not taken these fundamental steps necessary to securing and enforcing
their IP in a timely fashion. Moreover, in many countries, rights holders who delay
enforcing their rights on a mistaken belief that the USG can provide a political resolution
to a legal problem may find that their rights have been eroded or abrogated due to legal
doctrines such as statutes of limitations, laches, estoppel, or unreasonable delay in
prosecuting a law suit. In no instance should U.S. Government advice be seen as a
substitute for the obligation of a rights holder to promptly pursue its case.

It is always advisable to conduct due diligence on potential partners. Negotiate from the
position of your partner and give your partner clear incentives to honor the contract. A
good partner is an important ally in protecting IP rights. Consider carefully, however,
whether to permit your partner to register your IP rights on your behalf. Doing so may
create a risk that your partner will list itself as the IP owner and fail to transfer the rights
should the partnership end. Keep an eye on your cost structure and reduce the margins
(and the incentive) of would-be bad actors. Projects and sales in Poland require
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constant attention. Work with legal counsel familiar with Polish laws to create a solid
contract that includes non-compete clauses, and confidentiality/non-disclosure
provisions.

It is also recommended that small and medium-size companies understand the
importance of working together with trade associations and organizations to support
efforts to protect IP and stop counterfeiting. There are a number of these organizations,
both Polish or U.S.-based. These include:

The U.S. Chamber and local American Chambers of Commerce
National Association of Manufacturers (NAM)

International Intellectual Property Alliance (IIPA)

International Trademark Association (INTA)

The Coalition Against Counterfeiting and Piracy

International Anti-Counterfeiting Coalition (IACC)

Pharmaceutical Research and Manufacturers of America (PhRMA)
Biotechnology Industry Organization (BIO)

Polish Chamber of Commerce (Krajowa Izba Gospodarcza — KIG)

IP Resources

A wealth of information on protecting IP is freely available to U.S. rights holders. Some
excellent resources for companies regarding intellectual property include the following:

For information about patent, trademark, or copyright issues -- including
enforcement issues in the US and other countries -- call the STOP! Hotline: 1-
866-999-HALT or register at www.StopFakes.gov.

For more information about registering trademarks and patents (both in the U.S.
as well as in foreign countries), contact the US Patent and Trademark Office
(USPTO) at: 1-800-786-9199.

For more information about registering for copyright protection in the US, contact
the US Copyright Office at: 1-202-707-5959.

For more information about how to evaluate, protect, and enforce intellectual
property rights and how these rights may be important for businesses, a free
online training program is available at www.stopfakes.gov.

For US small and medium-size companies, the Department of Commerce offers
a "SME IP Advisory Program" available through the American Bar Association
that provides one hour of free IP legal advice for companies with concerns in
Brazil, China, Egypt, India, and Russia. For details and to register, visit:
http://www.abanet.org/intlaw/intlproj/iprprogram_consultation.html

For information on obtaining and enforcing intellectual property rights and

market-specific IP Toolkits visit: www.StopFakes.gov This site is linked to the
USPTO website for registering trademarks and patents (both in the U.S. as well
as in foreign countries), the U.S. Customs & Border Protection website to record
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registered trademarks and copyrighted works (to assist customs in blocking
imports of IP-infringing products) and allows you to register for Webinars on
protecting IP.

The U.S. Commerce Department has positioned IP attachés in key markets around the
world. For contact information, please see:
http://www.uspto.gov/ip/global/attache/Attache_Contacts_12-23-11.doc

Due Diligence Return to top

The U.S. Commercial Service in Warsaw can provide U.S. companies with affordable,
fast background checks on Polish business organizations through our International
Company Profile Service. For more information on this service, please click on the
following link: http://export.gov/poland/eg_pl_038499.asp or email the U.S. Commercial
Service in Warsaw at office.warsaw@trade.gov, or call us at +48 22 625-4374.

Local Professional Services Return to top

The legal environment in Poland continues to evolve at a rapid pace, and this is
expected to continue. In general, Polish law firms follow changes closely. Thus,
American companies doing business in Poland are strongly urged to obtain legal
representation. This is particularly essential when bidding in a tender, forming a joint
venture, or untangling a trade dispute. Most major law firms in Poland provide business
counseling in addition to legal advice. Some firms are also experienced in helping their
contacts find Polish business partners, investments or projects to pursue.

A U.S. exporter new to the Polish market may not initially need specialized legal,
accounting, or consulting advice as it pursues potential partners. It can, however, take
comfort in knowing that expert advice is abundant and available in Poland through the
offices of U.S. and Polish law and consulting firms when problems arise.

U.S. accounting and consulting firms in Poland can also offer legal advice and business
counseling. Most of the major international accounting firms have operations in Poland
that focus on business formation, tax matters, and employee benefits. Many are also
involved in the privatization process in Poland, including advising the Polish government.
All can offer practical business counseling and assistance in establishing a
representative office or incorporating a business in Poland.

Follow the link below to explore our on-line database of businesses providing
professional services to U.S. exporters and investors in Poland.
http://export.gov/poland/businessserviceproviders/eg_pl _026743.asp

Local service providers focusing on EU law, consulting, and business development can
be viewed on the website maintained by the Commercial Service at the U.S. Mission to
the European Union at:
http://export.gov/europeanunion/businessserviceproviders/index.asp

For information on professional services located within each of the EU member states,
please see EU Member State Country Commercial Guides which can be found at the
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following website: http://www.export.gov/mrkiresearch/index.asp under the Market
Research Library.

Web Resources Return to top
EU Websites:

Coordination of the laws of the member states relating to self-employed commercial
agents (Council Directive 86/653/EEC):
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31986L0653:EN:HTML

Agreements of Minor importance which do not appreciably restrict Competition under
Article 81(1) of the Treaty establishing the European Community
http://eurlex.europa.eu/LexUriServ/site/en/o0j/2001/c_368/c_36820011222en00130015.p
df

Directive on Late Payment:
http://ec.europa.eu/enterprise/policies/single-market-
goodsf/files/late_payments/doc/directive_2011_7_en.pdf

European Ombudsman:
http://www.ombudsman.europa.eu/home/en/default.htm

EU’s General Data Protection Directive (95/46/EC):
http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:1995:281:0031:0050:EN:PDF

Safe Harbor:
http://www.export.gov/safeharbor/

Information on contracts for transferring data outside the EU:
http://ec.europa.euljustice/policies/privacy/modelcontracts/index_en.htm

EU Data Protection Homepage
http://ec.europa.euljustice/policies/privacy/index_en.htm

Distance Selling Rules:
http://ec.europa.eu/consumers/cons_int/safe_shop/dist_sell/index_en.htm

Distance Selling of Financial Services:
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32002L0065:EN:NOT

E-commerce Directive (2000/31/EC):
http://ec.europa.eu/internal_market/e-commerce/index_en.htm

VAT on Electronic Service:
http://ec.europa.eu/taxation_customs/taxation/vat/how_vat_works/e-
services/index_en.htm

The Unfair Commercial Practices Directive:
http://ec.europa.eu/comm/consumers/cons_int/safe_shop/fair_bU.S. pract/index_en.htm
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Information to Patients - Major developments:
http://ec.europa.eu/health/human-use/information-to-patient/legislative-
developments_en.htm

Nutrition and health claims made on foods: Regulation 1924/2006

Provisions of Nutritional Labeling

Nutritional Labeling Directive 90/496/EC

http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:L:1990:276:0040:0044:EN:PDF

EU-27 FAIRS EU Country Report on Food and Labeling requirements:
http://gain.fas.usda.gov/Recent%20GAIN%20Publications/Food%20and%20Agricultural
%20Import%20Regulations%20and%20Standards%20-
%Z20Narrative_Brussels%20USEU_EU-27_1-4-2012.pdf

Guidance document on how companies can apply for health claim authorizations:

Summary document from EFSA
http://lwww.efsa.europa.eu/cs/BlobServer/Scientific_Opinion/nda_op_ej530_guidance_su
mmary_en.pdf?ssbinary=true

Full document from EFSA
http://www.efsa.europa.eu/cs/BlobServer/Scientific_Opinion/nda_op_ej530_guidance_%
20health_claim_en.pdf,2.pdf?ssbinary=true

Health & Nutrition Claims
http://ec.europa.eu/food/food/labellingnutrition/claims/index_en.htm

Tobacco
http://ec.europa.eu/health/tobacco/policy/index_en.htm

Product Liability:
http://europa.eu/legislation_summaries/consumers/consumer_safety/I32012_en.htm

Product Safety
http://ec.europa.eu/consumers/safety/prod_legis/index_en.htm

Legal Warranties and After-Sales Service:
http://ec.europa.eu/consumers/rights/gen_rights_en.htm

Copyright: http://ec.europa.eu/internal_market/copyright/documents/documents_en.htm
Harmonization of certain aspects of Copyright and related rights in the Information
Society - Copyright Directive (2001/29/EC):
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32001L0029:EN:HTML

Industrial Property
http://ec.europa.eu/internal_market/indprop/index_en.htm

European Patent Office (EPO)
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http://www.european-patent-office.org/

Office for Harmonization in the Internal Market (OHIM)
http:/oami.europa.eu/

World Intellectual Property Organization (WIPO) Madrid
http://www.wipo.int/madrid/en

Directive on harmonizing trademark laws:
http://ec.europa.eu/internal_market/indprop/tm/index_en.htm

U.S. Websites:

IPR Toolkit:
http://export.gov/europeanunion/marketresearch/intellectualpropertyrightssector/index.as

p

EU Public Procurement:
http://export.gov/europeanunion/marketresearch/eufundingandgovernmentprocurements
ectors/index.asp

Local Professional Services: http://export.gov/europeanunion/eg_eu_030910.asp .
EU Member State Country Commercial Guides - Market Research Library:
http://export.gov/europeanunion/eustandardsandcertification/2010countrycommercialgui

de/index.asp

Polish Websites:

Representative offices in the territory of Poland:
http://www.paiz.gov.pl/index/?id=7d62a275027741d98073d42b8f735c68

Detailed information on forms of doing business in Poland:
http://www.paiz.gov.pl/index/?id=887a185b1a4080193d5cf63873ac6d70

Return to table of contents

34


http://www.european-patent-office.org/
http://oami.europa.eu/
http://www.wipo.int/madrid/en
http://ec.europa.eu/internal_market/indprop/tm/index_en.htm
http://export.gov/europeanunion/marketresearch/intellectualpropertyrightssector/index.asp
http://export.gov/europeanunion/marketresearch/intellectualpropertyrightssector/index.asp
http://export.gov/europeanunion/marketresearch/eufundingandgovernmentprocurementsectors/index.asp
http://export.gov/europeanunion/marketresearch/eufundingandgovernmentprocurementsectors/index.asp
http://export.gov/europeanunion/eg_eu_030910.asp
http://export.gov/europeanunion/eustandardsandcertification/2010countrycommercialguide/index.asp
http://export.gov/europeanunion/eustandardsandcertification/2010countrycommercialguide/index.asp
http://www.paiz.gov.pl/index/?id=7d62a275027741d98073d42b8f735c68
http://www.paiz.gov.pl/index/?id=887a185b1a4080193d5cf63873ac6d70

Return to table of contents

Chapter 4: Leading Sectors for U.S. Export and Investment

Commercial Sectors

e Energy:
- Gas Drilling and Exploration
- Nuclear Energy
- Renewable Energy: Wind Power, Biomass, Biogas
- Clean Coal Technologies

Aviation — Airports and Aircrafts

Cosmetics

Defense

Green Building Products and Technologies
Information Technology

Machine Tools

Medical Equipment

Plastic Production and Equipment

Waste Management

Aqricultural Sectors

e Agricultural Sector Best Prospects

- Feed & Fodder (Intermediate Product)

- Processed Fruit & Vegetables (Consumer Oriented Product)
- Tree Nuts (Consumer Oriented Product)

- Wine (Consumer Oriented Product)

- Salmon Whole (Fish Products)

- Hardwood Lumber (Forest Product)
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Gas Drilling and Exploration

Overview Return to top

Unit: USD thousands

2009 2010 2011 (estimated)
Total Market Size NA NA NA
Total Local Production NA NA NA
Total Exports 9.1 17 4.8
Total Imports 9.7 15 50
Imports from the U.S. 0.3 6.8 37

In USD million

Estimation is based on statistical data for January - September of 2011.
Source of export/import statistics:

Global Trade Atlas GTA and Polish Statistical Office GUS

Local production statistics are confidential and not available.

The above statistical export/import data refer to HS 843049 category— Boring or Sinking
Machinery for Boring Earth or Extracting Minerals or Ores, Not Self-Propelled — and
include various boring machinery. Statistics specific solely to oil and gas drilling
machinery are not available.

Annual natural gas consumption is estimated at the level of 14 billion cubic meters, with
4 billion cubic meters coming from domestic production. Poland is determined to reduce
its heavy dependence on gas imports by attracting foreign oil and gas companies to
develop domestic gas production. Currently, as of February 2012, there are 257
concessions for oil and gas exploration in Poland issued by Ministry of Environmental
Protection, including 146 concessions for only conventional hydrocarbons exploration,
16 concessions for only un-conventional hydrocarbons exploration (including shale gas)
and 95 concessions for exploration of both types of hydrocarbons.

According to an assessment that Advanced Resources International (ARI) prepared for
the U.S. Energy Information Administration, it is estimated that Poland’s technically
recoverable shale gas resources are 187 trillion cubic feet (tcf) or over 5 trillion cubic
meters. The ARI estimate places Polish shale gas reserves as the largest in Europe
with France second with 180 tcf, followed by Norway at 83 tcf, and Ukraine at 42 tcf.
(The same report estimates U.S. technically recoverable shale gas resources at 862
tcf.). The process of Polish shale gas deposit exploration has begun, with leading
international oil and gas companies lining up to participate.

Exploration for shale gas is a best prospect for U.S. companies in the Polish gas
exploration market. As of February 2012 there are 109 concessions for shale gas
exploration issued by the Ministry of Environmental Protection. The vast majority of
them belong to U.S. companies, some to companies from other countries like Canada,
Germany, U.K., Italy, and Australia. There are also Polish firms that have such
concessions — like Polish Oil and Gas (known as POGC or PGNiG), Lotos, PKN Orlen
and others.

A map of Shale Gas Concessions in Poland can be viewed at:
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http://www.mos.gov.pl/g2/big/2012_01/7ee88c2b02fd403018a41a48278216f7.jpg
and Conventional Gas Concessions:
http://www.mos.gov.pl/g2/big/2012_01/0c95e4a015843d7d73b6e2d5fcab8cec.jpg

The following companies hold oil and gas exploration concessions in Poland: Aurelian
Oil and Gas (U.K.), Blue Energy (Australian), BNK Petroleum (U.S.), CalEnergy (U.S.),
Celtique Energie (Germany), Chevron (U.S.), Cuadrilla (U.K.), Dart Energy (Australian),
DPV Service (Germany), Ecco Energy 2010 (Poland), Eni Polska (Italy), Exxon Mobil
(U.S.), EurEnergy Resources (U.S.), FX Energy (U.S.), Gas Plus International
(Denmark), 3Legs Resources (U.K.), Lotos Petrobaltic (Poland), Marathon Oil (U.S.),
Mac Qil (Italy), Petrolinvest (Polska), PL Energia (Poland), PKN Orlen (Poland), Polish
Oil and Gas Co. (Poland), Realm Energy International (Canada), RWE Dea AG
(Germany), San Leon Energy (U.K., Ireland), Sierra Bravo (U.S.), Strzelecki Energia
(Australia), Talisman Energy ( Canada), and ZOK (Poland — in this case for methane
recovery).

By the end of 2011 some 13 sites were drilled in Poland. The planned number for 2012
is 18, and this number will be rising significantly in 2014 (up to 200 drills), when the
exploration phase would move to production. The Polish Ministry of Environmental
Protection expects the figure to grow to 1000 by 2020. Other estimates say that if the
first research confirm Poland’s potential for shale gas exploitation, as many as12
thousand drills will be working by 2020.

The Polish Oil and Gas Company (PGNIG), a joint stock company majority owned by the
State Treasury, is one of the largest Polish companies and a leading player in the
market of natural gas exploration and production in Poland. Currently, PGNIG holds 96
concessions for oil and gas exploration, including 81 concessions for conventional
hydrocarbon exploration and 15 concessions for conventional and un-conventional
hydrocarbon exploration. The company uses high-caliber equipment and the latest
research methods. The company also performs gas exploration and production in
Poland together with foreign companies under joint venture agreements.

The market for gas drilling and exploration services is dominated by six domestic
companies owned by PGNIG. There are three drilling and exploration services
contractors and two geophysical services contracts. They have been cooperating with
international drilling operators around the world and are well experienced in exploration
and drilling works performed in Poland and abroad. PGNIG has executed projects in the
Middle East and Asia, North Africa and Europe (Germany, Russia, Slovakia, and
Ukraine) and possess a qualified and professional engineering staff that is able to work
in a wide variety of international environments. Foreign companies exploring for gas in
Poland are contracting these professionals for their drilling works. Companies are well
equipped with drilling rigs and machinery of foreign production, including American,
Italian, Canadian, and from Singapore. There are also foreign firms that have started to
offer drilling services in Poland — like MND Drilling & Services from the Czech Republic,
or KCA Deutag from Scotland. Currently, there are around over 30 drilling rigs that are
at the disposal of drilling contractors in Poland. These include machinery of following
brands: National, IDICO, IDM, IRI, Massarenti, Mid-Continent, Skytop Brewster, Kremco,
Bentec, and Cardwell. These rigs have been going through rehabilitation on a regular
basis and are in very good condition. Polish drilling contractors plan to enlarge the
number of drilling rigs available for gas exploration works. Receptivity to American
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products is high due to an excellent reputation for high quality products, reliability, and
technical assistance.

There is no domestic production of drilling rigs used for hydrocarbon exploration in
Poland.

Sub-Sector Best Prospects Return to top

Drilling contractor services for shale gas exploration
Associated geophysical services for shale gas exploration
Specialized equipment for shale gas exploration

Opportunities Return to top

The exploration for shale gas in Poland creates an immediate market for drilling services
and machinery. If the results of the current exploration projects prove that there are
recoverable shale gas deposits that can be exploited effectively, it will open the way for
production. Any future production of shale gas would create a market for additional
equipment and supplies to be used during the production stage. We may expect results
from the first exploration projects as early as 2014-2015. Poland does not have the
technology necessary to extract shale gas on a commercial scale, and a steady flow of
necessary equipment and qualified engineering staff from abroad will become
necessary.

Web Resources Return to top

Ministry of Environmental Protection
http://www.mos.gov.pl/?j=en

Polish Geological Institute
http://www.pgi.gov.pl/pgi_en/

Polish Oil and Gas Company
http://www.pgnig.pl/main/?s,main,language=EN

Oil and Gas Exploration Company Jaslo
http://www.pnig.jaslo.pl/en/

Oil and Gas Exploration Company Krakow
http://www.ogec.krakow.pl/index.php?recid=&lang=en

Oil and Gas Exploration Diament
http://www.en.pn-diament.com.pl/

Oil and Gas Drilling Company Nafta
http://www.nafta.com.pl/?lang=en
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Geophysical Services Company Torun
http://www.geofizyka.torun.pl/en

Geophysical Services Company Krakow
http://www.gk.com.pl/?cl=en&set_language=en

The Polish Exploration and Production Industry Organization - Employers’ Union
http://www.opppw.com/

Major Trade Events

Oil & Gas

September (annual event)

Warsaw, Poland
http://www.ztw.pl/index.php/kalendarium#

International Geological Fair Geologia

May (annual event)

Warsaw, Poland
http://www.geologia.info.pl/index.php?go=24

Commercial Specialist

at the U.S. Commercial Service Warsaw, Poland
Joanna.Chomicka@trade.gov
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Nuclear Energy

Overview Return to top

In January 2009, the Polish government took the decision to develop the Polish Nuclear
Energy Program PNEP. The program envisions the construction of two nuclear power
plants of 3,000 MW each, with the first plant becoming operational in 2020. According to
Poland’s energy policy, by 2030 the nuclear energy should provide 6.5% of national
energy demand. The Polish Energy Group PGE, a majority state-owned company, was
assigned as the major investor of the first two nuclear power plants. The Government
Commissioner for Nuclear Energy was established in May 2009 with the task to create
and supervise the PNEP, prepare the necessary nuclear legislation and to cooperate
with PGE on program preparation and introduction. In July 2009, the Commissioner
prepared an action plan for nuclear energy that became the basis for the program
preparation. In January 2011, after multiple and lengthy social and industry
consultations, the program was presented to the Council of Ministers for authorization.

PNEP describes detailed tasks and identifies the actions needed to perform these tasks
together with deadlines for completion of each particular tasks, lists possible power
plant locations, presents financial cost analysis of program introduction and social and
economic consequences of program introduction, analyzes nuclear energy safety issues
(radioactive waste disposal, spent nuclear fuel disposal), and examines nuclear
education needs. The following five stages in the program action plan are:

1. Preparation and adoption by Council of Ministers of Polish Nuclear Energy
Program PNEP and adoption and implementation of required legislation
necessary for development and functioning of civil nuclear energy industry in
Poland (by June 30, 2011);

2. Site selection and contract settlement for construction of first nuclear power plant
(July 1, 2011 — December 31, 2013);

3. Technical design preparation and all required settlements (January 1, 2014 —
December 12, 2015);

4. Construction permit arrangements and construction of first power block of first
power plant; beginning of construction of following power blocks/power plants
(January 1, 2016 — December 31, 2020); and

5. Construction of following power blocks/power plants (January 1, 2021 —
December 31, 2030).

The final PNEP approval by the Council of Ministers is still subject to receipt of
environmental impact assessment and trans-border consultations, and is estimated for
the middle of 2012. By July 1, 2011, the required nuclear legislation (an update of
Poland’s Atomic Law and a new Nuclear Energy Investment Law) was prepared,
approved and came into force. The Nuclear Energy Investment Law describes the rules
for preparation and realization of investments in nuclear power plants and associated
investments (nuclear fuel beneficiation plants, nuclear fuel production and processing
facilities, and radioactive waste storage facilities). The law specifies procedures for
obtaining the necessary administrative decisions and permits required for construction
and operation of nuclear power plant, regulates the expropriation procedures and claims,
gives directives for the financing of the investment. The idea was to create one single
law that would regulate all the issues connected with construction and operation of
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nuclear power plant, and to make the entire process as clear as possible. The Atomic
Law regulates the issues of nuclear safety and supervision related to localization,
design, construction, operation and liquidation of nuclear energy facilities (power plants,
radioactive waste facilities, and spent nuclear fuel), radiological protection, and
responsibility for nuclear damage. Law specifies responsibility of Polish Atomic Agency
as the Poland’s nuclear energy supervisory body. All necessary ordinances
implementing the new Atomic Law are currently in the process of preparation by relevant
ministries.

The Ministry of Economy has already begun working on the national plan for the
handling of radioactive wastes and spent nuclear fuel; that first draft should be ready this
year. In November 2011, PGE presented the shortlist of possible locations for the first
nuclear power plant, including three sites located in the Northern Poland ( Zarnowiec,
Gaski, Choczewo).

Sub-Sector Best Prospects Return to top

Best prospects exist in all areas of nuclear energy, including technology and product
area, engineering services, design and construction services, technical services,
consulting services, and nuclear education and training. Although the conventional
power sector is well developed in Poland, the country does not have much experience in
nuclear energy. The nuclear energy program initiated in the eighties was abandoned
following the Chernobyl disaster. Currently, Poland has to build everything from the
scratch, including the legal and physical infrastructure as well as qualified manpower. A
large scale educational program to train qualified nuclear energy professionals must be
established. The lack of an already existing base creates a need for usage of
international human resources from countries that already implemented nuclear energy
program. Development of local qualified nuclear energy resource base is top priority for
Polish government.

Opportunities Return to top

According to PGE estimates, the cost of complete construction of the first 3,000 MW
nuclear power plant should range between $12-18.5 billion. The state budget will cover
the cost of $270 million for construction of radioactive waste disposal facility, educational
campaign and creation of State Atomic Agency.

PGE is responsible for creating a consortium with interested companies to construct the
first two nuclear power plants. PGE will hold at least 51% stake in the future consortium.
The company is also responsible for technology selection and has signed three
memorandums of understandings with foreign companies to analyze the possibility of
introducing specific nuclear technology and associated costs. These memorandums are
specifically in partnership with Electricite de France and Areva (EPR technology), GE
Hitachi (ESBWR reactor) and Westinghouse Toshiba (AP 1000 reactor).

The actual tender for nuclear technology selection, initially planned to be announced by
PGE in July 2011, has been delayed. Currently, the tender is expected to be announced
by the middle of 2012. All suppliers that meet the tender requirements would be
welcome to bid. In the preparation of the tender, PGE organized a vendor conference
where invited potential technology providers received detailed information on the Polish
government’s nuclear energy development plans and the technology tender conditions.
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Within 24 months of tender issuance, PGE will conclude contract negotiations with the
selected technology provider. Simultaneously, PGE will hold negotiations with potential
equity partners, co-investors for consortium to construct power plant. PGE is confident
that there are multiple international utilities interested in becoming an equity partner.

PGE has been organizing several other tenders for legal and technical advisory services
and analysis, in preparation for actual construction work. The tender for feasibility study
for construction of two nuclear power plants has already been concluded. In February
2011, PGE announced two technical consultancy tenders. The first tender is for
“Providing Technical Advisory Services (Owner’s Engineer) to Support PGE EJ1 First
Nuclear Power Plant Development Program with an Installed Capacity of Approximately
3,000 MW”. The estimated value of the contract is over $415 million (for a 10 year
period). The second tender is for “Site Characterization and Licensing/Permitting
Services Necessary for the PGE EJ1 First Polish Nuclear Power Plant Development
Program with an Installed Capacity of Approximately 3,000 MW”. The objective of this
contact is to provide environmental analysis, site characterization and the
licensing/permitting services necessary for the investment process. The estimated value
of the contract is over $40 million. Both of the tenders are currently underway (with three
consortia shortlisted for each of the tender) and the selection of successful bidders is
expected in the first half of 2012.

Tenders in nuclear energy organized by PGE are published on PGE EJ1 website
http://lwww.pgeej1.pl/english/. PGEEJ1 is a wholly-owned subsidiary of PGE to lead
development of the first nuclear power plant.

Web Resources Return to top

Ministry of Economy
www.mg.gov.pl

PGE
http://lwww.pgesa.pl/en/Pages/default.aspx

PGE EJ1
http://www.pgeej1.pl/english/

National Atomic Energy Agency
http://www.paa.gov.pl/en/

Soltan Institute for Nuclear Studies
http://www.ipj.gov.pl/en/rob3.php

Institute of Atomic Energy POLATOM
http://www.iea.cyf.gov.pl/index_ang.html

Ecology Association for Nuclear Energy SEREN
http://www.seren.org.pl/

Polish Nuclear Society
http://ptn.nuclear.pl/index_en.php?li=_en
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Energy Market Agency
http://energetykajadrowa.cire.pl/

Commercial Specialist

at the U.S. Commercial Service Warsaw, Poland:
Aleksandra.Prus@mail.doc.gov
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Renewable Energy: Wind Power, Biomass and Biogas

Overview Return to top

Poland has very favorable technical and economic factors for renewable energy
development. Starting in 2004, Poland begun to experience a shift of political and public
support away from traditional fossil fuels and toward the development of renewable
energy resources. Poland established a target of 10.4 percent of energy production
from renewable sources by 2010, and will continue with this target till 2014. These
targets were set forth in the Ministry of Economy regulation of November 3™, 2006.
Utilities are required to purchase electricity from renewable sources, and prices are
regulated by tariffs. Producers of green energy can apply for green certificates that are
tradable on global energy stock exchange markets. As of December 2011 the Ministry of
Economy presented a draft of a new RE law that is currently under public consultations.

Biomass, biogas and wind appear to be the most promising renewable energy resources
for development in Poland. Both liquid and solid biomass is considered to be the main
sources of renewable energy in Poland, for both electricity and thermal energy
production. Biomass technologies and supply sources are relatively mature, and the
investment costs are lower than for other maturing renewable energy technologies.
Poland also has some of the best documented wind resources in Central and Eastern
Europe with areas reaching up to 1,000 W/m? in power density.

Biomass

Biomass is the most promising source of renewable energy in Poland. The technical
potential of biomass amounts to 755 PJ/year (Petajoule/year). The greatest opportunities
for biomass technology implementation are in the forestry, wood processing and
agriculture sectors. The majority of current biomass use is for heat. Small and medium
scale boilers in industrial settings most commonly use fuel such as wood pieces,
sawdust, and wood shavings. Also industrial scale energy sector looks promising after
start up of two boilers of 191MW and 140 MW power capacity at two power plants in
Szczecin and Polaniec. Combined heat and power (CHP) plants using organic waste
from pulp and paper operations, and straw and wood fired heating plants are also in
operation. According to the Energy Regulatory Office over 89% of biomass energy
comes from co-firing with traditional fuel, mostly coal.

About 47 percent of the land area of Poland, (approx. 14 million ha), consists of arable
and agricultural lands. Nearly 9 million ha is forested, approximately 28 percent. It is
estimated that the total forest cover in Poland will reach 32 percent in the next 15 years.
There are very good opportunities for biomass development in Poland. The areas with
the most potential for biomass / biogas projects are those in the northern and western
regions, rural and mountainous regions, as well as the eastern border of Belarus.

Wind power
In Poland, wind turbines installed by October, 2011 have a combined capacity of around

1481MW comparing to 582 MW in 2009 shows an increase of 250% within two years.
According to the European Bank for Reconstruction and Development, Poland is one of
the most promising wind energy markets in Europe. The country possesses many
potentially profitable locations and great development possibilities. Much of Poland has
favorable conditions for wind energy production. The average wind speed varies
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between 5.5 and 7.0 m/s at a height of 50 meters. The productivity of one 2MW turbine
may be equal to as much as 5,000 MWh per year.

Poland’s existing wind power capacity includes almost 500 wind turbines of varying
capacity including 2.3MW installed at 14 professional wind power stations. The largest
ones are:

e Margonin — 120MW — major investor Energias de Portugal

e Tymien — 50 MW — major investor INVEnergy of the USA

e Losina — 48 MW — major investor Mutsui and J-Power of Japan
e Suwalki — 41.5MW — major investor RWE of Germany

o Kisielice —40.5 MW — major investor Iberdrola of Spain.

According to investors, the ROI of wind power investments is approximately 10-12 years.
This favorable profitability rate is the result of the high price of electric power produced
from RES which the market currently supports. When selling 1 MW of power, a wind
farm owner can obtain up to $140 MWh. Wind energy projects are strongly supported
by the Polish government and the European Union funds. Currently funds for wind
energy projects can be sourced from the 9.4 activity of the Operational Program
“Infrastructure and Environment”. The new financial perspective for 2014-2020 will for
sure support RE developments in member states.

Sub-Sector Best Prospects Return to top

Best selling prospects with harmonized system codes:

- 8402 wood-fired boilers
- 8402 fluidized-bed boilers
- 8402 straw-fired boilers

- 8407 spark ignition engines generating electricity from biogas at
waste water treatment plants and from landfill gas
841280 wind turbines

Opportunities Return to top

Poland is one of the European Union countries that committed to a 20% reduction of
CO, emission, a 20% goal of renewable energy in the total energy balance, and a 20%
increase in the effective use of energy, all by the year 2020.

The Polish Biomass Chamber together with local governments and under auspices of
the Polish Ministry of Agriculture and Economy promotes the national program “Biogas
2020” which aims at reaching 2000 MW of electric power by the year 2020 within
scattered cogeneration. Within the framework of this program Poland has a target to
build and install 2020 agricultural biogas facilities with capacity of 0.5-2.0 MW by the
year 2020. Each community should have such a facility. Necessary acreage of biomass
needed is approx. 800 thousand hectares and the value of the program and is estimated
at 3 — 6 billion Euros. This program will create about 10,000 new jobs at those facilities
as well as 40,000 — 60,000 new jobs in farming.
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According to the European Wind Energy Association’s (EWEA) latest figures, Poland is
expected to increase its total wind power capacity 26-fold by 2020. This jump will
catapult Poland into one of the foremost wind energy producers in the EU by 2020, after
Germany, Spain, the UK, France and Italy. By 2020, Poland is expected to have a total
installed capacity of up to 12,500 MW, of which 12,000 will be onshore installed capacity
and the rest offshore, EWEA’s Pure Power report finds. Poland has not yet ventured into
offshore wind energy, but the ‘Energy Policy of Poland until 2030’, adopted by the Polish
Council of Ministers in November 2009, outlines the country’s intention to support the
development of wind farms both on land and at sea.

Web Resources Return to top

Ministry of Economy
http://www.mpips.gov.pl/english/

Ministry of Environment
http://www.mos.gov.pl

Polish Chamber of Commerce for Renewable Energy
http://www.pigeo.org.pl/

Polish Wind Energy Association
http://www.psew.org.pl/

Polish Biomass Chamber
http://www.biomasa.org.pl

Institute for Renewable Energy
http://www.ieo.pl/eng/start.html

National Fund for Environmental Protection and Water Management
http://www.nfosigw.gov.pl

Commercial Specialist
at the U.S. Commercial Service Warsaw, Poland:

Ania.Janczewska@mail.doc.gov
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Clean Coal Technologies

Overview Return to top

Poland is the largest hard coal producer in Europe (excluding Russia) and one of the world
leaders in coal production and exports. The country accounts for about 3% of the worldwide
hard coal output. The volume of hard coal operational reserves in Poland is estimated at 4.5
billion tons, while brown coal operational reserves are estimated at 1.7 billion tons.
Production of hard coal totaled 70 million tons in 2010, and the production of brown coal
achieved 60 million tons. Poland’s current export of hard coal is estimated at 17 million tons
annually with Germany, Austria, Slovakia and Finland the major importers of Polish coal.

Poland has traditionally been a supply-oriented country with important hard coal and lignite
industries. Coal dominates Poland’s energy supply, supplying around two-thirds of the
country’s primary energy demand and producing most of its electricity. Within the country,
hard coal goes to a range of market sector and industrial users that include power
generation, heating generation, coke making, industrial users, and other users, including
residential, small business and agricultural heating. The Polish power generation sector, the
largest individual market for coal, uses 40 Mt/y of hard coal (53%). The current share of coal
in primary energy consumption averages 60%. Coal is the major energy source in Poland.
96% of electrical energy is generated from hard coal and lignite, the highest national
dependence in the world. The Polish power sector of installed capacity of 35 GWe (the
largest in CEE) currently comprises over 21 GW of hard coal fired capacity and nearly 9 GW
of lignite fired.

The energy and climate policy of the European Union is one of the instruments designed
to build a low carbon economy in EU. The policy envisages a major reduction (20%) of
CO, emissions by the year 2020 — creating an enormous challenge for Poland, whose
economy is to a large extent based on coal. This target set by the EU, places Poland
under significant pressure to minimize the environmental impact of coal utilization by
developing modern clean coal technologies (CCT) and methods for CO, emissions
reduction in existing and new power generation installations. The development of Clean
Coal Technologies (CCT) is a way for the country to considerably reduce the negative
effects of CO, emissions. It would also allow, to an extent, a limited period for the
exploitation of hard and brown coal before the commercial application of alternative
energy sources is available. Nonetheless, according to Poland’s Energy Policy until
2030 guidelines, coal will remain the major country energy source.

Poland is very interested in developing a diverse array of clean coal technologies. The
Polish Energy Policy (PEP) up to 2030 specifies six basic areas for the Polish energy
sector: improvement of energy efficiency, enhancement of fuel and energy supply
security, diversification of electricity production structure, development of renewable
energy sources, growth of competitive fuel and energy markets, and limiting of energy
sector environmental impact. The stricter security of fuel sources involves the rational
and efficient management of Poland’s coal deposits and continued use of coal as the
principal energy source in Poland. The Energy Policy also provides for the development
of modernized coal preparation and enrichment technologies as well as the identification
and increasing resource base of this fossil fuel. The Policy also provides for funding for
research and development of technologies to produce liquid and gaseous fuels from
coal, and counteracting the negative environmental impact of energy generation from
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coal. The Polish government’s ultimate goal is to become a European and global leader
in CCT development and utilization.

Sub-Sector Best Prospects Return to top

The following CCTs are of special interest to the Polish government:

e Enrichment of coal;
e Coal Gasification , including Integrated Gasification Combined Circle (IGCC) and
Underground Coal Gasification (UCG); and
Carbon Capture and Storage (CCS).

Opportunities Return to top

Carbon Capture and Storage (CSS) technology is a priority within CCT for the Polish
government, as well as for the EU. According to McKinsey & Company, CCS technology
has the potential to reduce CO, emissions in Poland by 15% by 2030. There were plans
to build two CCS installations under the European Commission program of building 12
CCS flag installations in EU. Projects were to be co-financed by the EU CCs Flag
Program fund called NER 300. Poland’s demonstration projects which were presented
to this program and are strongly supported by the Ministry of Economy include:

. PGE project to build a CCS post combustion installation in the 858 MW (lignite-
fired) unit in Belchatow Power Plant; and
. PKE in cooperation with ZAK Kedzierzyn, a project to retrofit the Blachownia

power station (IGCC precombustion technology) combined with carbochemical
synthesis in the chemical plant Kedzierzyn.

The above two demonstration projects have been submitted to the European
Commission as Polish proposals to the EU Flagship Program. The Belchatow power
plant has already received the grant for Euro 180 million from the European Economic
Program for Recovery EEPR and the grant of Euro 137 million from Norway Grants, and
is also a candidate for the CCS funding mechanism NER 300. The plan is to fit 2560 MW
of the 858 MW new coal fired unit at the Belchatow power plant for CCS, using an
amines-based capture technology. Recently, ZAK Kedzierzyn has announced its
withdrawal from the second project and the project application has been withdrawn from
the EU CSS Flagship Program. Other CCS projects that are considered for
development include coal gasification projects in Nitrogen Works Pulawy ZAP and
Wrotkow CHP plant.

Coal gasification technology, including Underground Coal Gasification (UCG) and
Integrated Gasification Combined Circle (IGCC) (pre-combustion) is of great importance
for Poland, as the primary product of gasification is syngas. Syngas is an alternative for
natural gas and the raw material for the majority of Poland’s sizeable chemical industry.
Given the potential for aboveground and underground gasification, Poland may become
Europe’s largest producer of synthetic gas and hydrogen. The research works in the
area of coal gasification are notably advanced in Poland. The Central Mining Institute
(GIG) successfully completed an underground coal gasification demonstration project in
the experimental coal mine Barbara last year, and is preparing two additional trials in the
Barbara mine and in the active coal mine Wieczorek. The latest experiment will be done
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400 meters underground and will be the largest project of this kind worth USD 30 million.
The trial will be performed jointly by the Krakow Mining and Metallurgy Academy, GIG,
and the Silesian Technical University under the European HUGE Il program.

Web Resources Return to top

Ministry of Economy
http://www.mg.gov.pl/

Ministry of Environment Protection
http://www.mos.gov.pl/

Central Mining Institute
http://lwww.gig.eu/

Clean Coal Technologies Center
http://cctw.gig.eu/

Polish Clean Coal Technologies Platform
http://www.ppctw.pl

Institute of Chemical Coal Processing
http://www.ichpw.zabrze.pl/?setlang=en

Mineral and Energy Economy Research Institute
http://www.min-pan.krakow.pl/english/index.php

The Polish National Energy Conservation Agency
http://lwww.kape.gov.pl/EN/index.phtml

Institute of Environmental Protection
http://www.ios.edu.pl/

The Energy Market Agency
http://www.are.waw.pl/

Polish Confederation of Private Employers Lewiatan
http://pkpplewiatan.pl

Commercial Specialist
at the U.S. Commercial Service Warsaw, Poland:

Aleksandra.Prus@mail.doc.gov
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Aviation — Airports and Aircrafts

Overview Return to top

The civil aviation sector in Poland continues to undergo many changes concurrent with
the country’s recent accession to the European Union. The liberalization of Poland’s air
transportation industry and implementation of the “open skies” agreement as of May 1,
2004 has created a new operating environment, which promises vastly increased
competition. Until 2008 the number of passengers served at Polish airports was growing
rapidly, with the world’s fastest annual growth rate in some years. While growth stopped
at the end of 2008 and in 2009 due to the global economic crisis, the growth trend has
returned.

The number of passengers passing through Polish airports has been growing
significantly over the last few years. In 2010 the figure reached almost 20.5 million and
21.9 million in 2011 and is expected to continue over the next several years at an
average rate 5.5%. The Polish Civil Aviation Office predicts that the total number of
passengers served by Polish airports will reach 23 million in 2012, almost 40 million in
2020 and 58 million in 2030.

Polish airports are getting ready to host soccer fans coming to Poland for the European
Soccer Championships in June 2012. It is estimated that over 500,000 soccer fans will
visit Poland for the event and that 50% of them will arrive by air. Poland, while getting
ready to host this event, had to upgrade its regional airports to be able to host so many
passengers at one time. Government of Poland estimates that that the total cost of
preparations of Polish regional airports to Euro2012 may reach 7 billion PLN (3.2 billion
USD). Majority of the financing comes from the EU sources, the remaining part - from
airports’ own sources and local governments.

In recent years, the structure of the Polish air sector has changed significantly — first,
regarding growth in the number of passengers - mostly attributed to low cost airlines,
and second, regional airports have noted a much higher passenger growth rate than at
the Warsaw Airport.

Poland’s national airline, LOT, is considered to be one of the leaders among Central and
Eastern European airlines. The company was privatized at the beginning of the 1990’s
with 25% of shares sold to Swissair. These shares, after Swissair’'s bankruptcy, were
taken over by SAirLines BV and then were transferred to the Finance Society Silesia Co.
Ltd. (owned by the State Treasury). Now LOT is owned by the State Treasury of Poland
and LOT employees. The Polish government is reported to have had serious talks with
potential investors interested in acquiring LOT shares.

The Civil Aviation Office is the primary Polish civil aviation authority, and falls under the
authority of the Ministry of Transport, Construction and Maritime Economy.

Airports
Poland's current airport network consists of one central airport (Warsaw Frederic
Chopin), one regional central airport (Krakow Balice), 9 regional airports, and in addition

several small airports, sporting and training airports owned by the Polish Aeroclub, a
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number of post Russian military airports, and a few facilities owned by manufacturing
enterprises.

Warsaw Frederic Chopin Airport is the primary international airport, while Krakow Balice
is considered a regional central airport. Regional airports are: Gdansk Rebiechowo,
Katowice Pyrzowice, Poznan Lawica, Wroclaw-Strachowice, Szczecin Goleniow,
Rzeszow Jasionka, Bydgoszcz-Szwederowo, Lodz, and Zielona Gora-Babimost.

Most regional airports are owned by consortia, which include nearby municipalities,
Polish Airports State Enterprise and private entities. In the past, most lacked the
necessary funds and capital to adequately develop, but currently funds from regional
development funds, European Union Structural and Cohesion funds, and private capital
are readily available. One airport, in Bydgoszcz, has a private foreign company as a
minority shareholder.

The privatization of Polish Airports State Enterprise (PPL) has been projected for some
time, however these plans might not be as immediate as previously expected. PPL
operates Warsaw Frederic Chopin Airport (previously called Okecie Airport) and two
regional airports: Rzeszow and Zielona Gora. Five regional airports: Gdansk, Katowice,
Wroclaw, Krakow and Poznan have been transformed into commercial companies with
shares owned by State Treasury, PPL, local governments and private economic entities.
PPL does not own shares in Lodz Airport. There are plans to introduce private foreign
investors to take over some shares at Polish airports. So far only Bydgoszcz Airport has
a minority shareholder (24.9%) — Airports International, formerly being a part of Austrian
company Meinl Airports International.

Since Warsaw Chopin Airport is expected to reach its capacity soon, there were plans to
build a new passenger—cargo airport near Warsaw - Warsaw Il. Mszczonow is
mentioned as the possible location, however, decisions concerning this project have
been postponed.

The Ministry of Transport, Construction and Maritime Economy has confirmed that the
existing airport infrastructure cannot handle the forecasted growth and that Poland
needs to build new regional airports. The regions targeted by the Ministry for new airport
construction are Mazury (North Eastern part of Poland, near Olsztyn), Podlasie (also
North-Eastern part of Poland, near Bialystok), in Swidnik, near the city of Lublin (South-
Eastern part of Poland), near the city of Kielce (200 km South of Warsaw), and near the
city of Kolobrzeg (North-Western part of Poland). So far these construction/development
projects have started in Modlin and Lublin with construction of completely new terminals
to be ready and operational in mid/late 2012. A former military airport in Modlin (North
of Warsaw) was chosen for an airport for low-cost carriers and charter flights.

Investment plans at regional airports have been limited in the past by financial limitations
of regional self-governments (self-governments are partial owners of the regional
airports). The situation improved when Poland joined the EU, thus opening access to
EU structural and cohesion funds available for infrastructure projects. All Polish airports
have major expansion/modernization plans to accommodate the growing number of
passengers and cargo shipments.

Aircrafts and Parts
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2009 2010 2011 est.
Total Market Size NA NA NA
Total Local Production NA NA NA
Total Exports 319 432 517
Total Imports 405 466 506
Imports from the U.S. 111.5 115.8 147.5
In USD million

Exchange rates:

2009 - 3.1162 PLN/1 USD
2010 - 3.0157 PLN/1 USD
2011 —2.9634 PLN/1 USD

SOURCES:

Chief Statistical Office of Poland (GUS) - Yearbook 2009, 2010, First Three Quarters of
2011

www.money.pl

www.nbp.pl

The data above show trade statistics for HS 8801- 8805.

The aerospace industry has long been an important sector of the Polish economy dating
back to the beginning of the 20th century. Major production plants such as PZL Swidnik,
PZL Warszawa, PZL Mielec, and PZL Rzeszow were established before World War |l
and continued to expand during the Cold War period due to close cooperation with the
Soviet aerospace industry. The end of the Cold War brought about a rapid decline in the
industry as orders from former Eastern bloc countries dried up. Skilled aerospace
employees were laid off by the thousands. The situation began to improve in the late
90’s. Significant growth of production in this sector resulted from cooperation with some
of the world’s largest aerospace companies. Some of them (like Goodrich, or Pratt &
Whitney) decided to invest in Poland. The sector grew rapidly from 2003. In 2003
turnover of the aviation sector reached 710 million PLN. Five years later, in 2008, total
turnover was 2.8 billion PLN (890 million USD). It is estimated that in 2009 and 2010 the
annual turnover was reaching 1 billion USD.

In 2006, Poland exported over $495 million in aerospace products (HS 8801-8805), in
2007 exports reached $186.7 million, in 2008 — $342 million, 2009 - $319 million, 2010 -
$432 million. USA is the single largest source of aerospace imports into Poland. In
2006, U.S. companies exported over $120 million in aerospace products (HS 8801-
8805), in 2007 exports reached $71 million, in 2008 - $91, in 2009 - $111, while in 2010 -
almost$116. Fluctuations within these figures are the result of single contracts of
significant value.

The Polish aerospace industry is characterized by a large number of small and medium

sized companies located in the vicinity of major producers such as PZL Swidnik, PZL
Mielec, PZL Rzeszow, and PZL Kalisz.
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Currently, there are approximately 70 aviation companies in Poland employing over
22,000 people (in 2003 the number of employees was 2.5 times less). 90% of Poland’s
aerospace production is exported.

The full list of aerospace companies active in Poland is available at the web page of the
Aviation Valley Association www.dolinalotnicza.pl

Much of the country’s production activity is concentrated in the southeastern part of
Poland. Many small and medium sized companies were established there in the vicinity
of the existing indigenous producers of aerospace equipment such as PZL Swidnik
(owned by Agusta Westland), PZL Mielec (owned by Sikorsky), and PZL Rzeszow
(owned by Pratt & Whitney).

U.S. manufacturers are well represented in Poland and include such firms as Sikorsky,
Pratt & Whitney, Goodrich, Raytheon, Lockheed Martin, Boeing and others.

About 90% of the local production of the aviation sector is exported — parts and
components — to global companies like Boeing, AgustaWestland, Eurocopter, and
EADS. The remaining 10% is sold locally. The largest local buyer is the Polish
government — army, police, border guards, etc. Other local buyers focus mostly on
general aviation products. This market is relatively new in Poland, but is expected to
grow significantly, as interest in general aviation has only recently started to develop.

The air carrier market in Poland used to be dominated by the national carrier, LOT
Polish Airlines. However, LOT’s market share is being steadily eroded by low cost
airlines, which began operation in Poland in the summer of 2004. In 2005, LOT’s market
share totaled 43.8%, dropping to 33.58% in 2006 and to 29% in 2010 due to more open
competition.

As of September 30, 2011, LOT'’s fleet consists of the following aircrafts:
Boeing 767-300 ER, number of aircraft: 5

Boeing 737-400, number of aircraft: 2

Boeing 737-500, number of aircraft: 7

Embraer 195, number of aircraft: 3

Embraer 175, number of aircraft: 12

Embraer 170, number of aircraft: 10

LOT is the first European airline to purchase Boeing 787 aircrafts. In 2005 the airline
decided to purchase eight Boeing Dreamliners to replenish its long haul fleet. The
delivery dates have been moved several times. The first Dreamliner is expected in
Poland in fall 2012.

There are also other small local companies offering charter flights, cargo flights, and
aero-taxi flights — the major ones are:

OLT Jetair - http://www.oltjetair.com/

Sprint Air - http://sprintair.eu

Sky Taxi - http://skytaxi.aero

Aerogryf - http://www.aerogryf.com.pl

Enter Air - http://www.enterair.pl;

Exin - http://www.exin.pl

Yes Airways - http://www.yesairways.pl

53


http://www.dolinalotnicza.pl/
http://www.oltjetair.com/
http://sprintair.eu/
http://skytaxi.aero/
http://www.aerogryf.com.pl/
http://www.enterair.pl/
http://www.exin.pl/
http://www.yesairways.pl/

Sub-Sector Best Prospects Return to top

- consulting services

- terminal equipment including baggage handling
- flight information and display systems

- parking revenue control systems

- boarding bridges

- airport security systems

- runway and taxiway lights

- aircraft maintenance equipment

- aircraft rescue equipment

- avionics

- commercial aircrafts (planes and helicopters)
- general aviation aircrafts and parts

Opportunities Return to top

The development plans for airports typically call for construction/expansion of passenger
and cargo terminals, extension of aprons and runways and installation of Instrumental
Landing Systems (ILS). Development plans are provided in further detail at the
individual airports’ web sites.

Polish Ministry of Transport, Construction and Maritime Economy posted a detailed
description of projects done in eight major Polish commercial airports. The report can be
seen at the page of the Ministry of Infrastructure:
http://www.en.mi.gov.pl/2-482be1a920074-1794511-p_1.htm - in English

and

http://lwww.mi.gov.pl/files/0/1793436/Dnia30wrzenia2011Porty TENTinwestycje2011www
.pdf -in Polish

The biggest and most important buyer of commercial aircrafts is LOT Polish Airlines
(www.lot.com) with its subsidiary company EuroLot. There are also small local
companies in Poland offering cargo flights and aero-taxi flights and they might be
interested in purchases. The current list is available at the Civil Aviation Office web
page under the following link:
http://www.ulc.gov.pl/index.php?option=com_content&task=view&id=558&Itemid=489

PZL Mielec, PZL Swidnik, EADS PZL Okecie, and other smaller aircraft producers would
likely be interested in purchases of various types of parts and equipment.

Web Resources Return to top
Major Internet Resources:

Ministry of Economy
Web site: http://www.mg.gov.pl/

American Chamber of Commerce in Poland
Web site: http://www.amcham.com.pl/
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Ministry of Transport, Construction and Maritime Economy
Web site: http://www.en.mi.gov.pl/

Polish Information and Foreign Investment Agency
Web site: http://www.paiz.gov.pl

Civil Aviation Office
Web site: http://www.ulc.gov.pl

Polish Air Navigation Services Agency (PANSA)
www.pata.pl

Institute of Aviation
Web site: http://www.ilot.edu.pl

Aviation Valley
Association of Group of Entrepreneurs of Aviation Industry
Web site: http://www.aviationvalley.pl

Aircraft Owners and Pilots Association (AOPA)
Web site: http://www.aopa.pl

Polish Aeroclub
Web site: http://www.aeroklubpolski.pl

LOT Polish Airlines
www.lot.com

Warsaw Frederic Chopin Airport
http://www.lotnisko-chopina.pl

BALICE AIRPORT (Krakow)
http://www.krakowairport.pl

Katowice AIRPORT (Katowice)
www.katowice-airport.com

REBIECHOWO AIRPORT (Gdansk)
www.airport.gdansk.pl

STRACHOWICE AIRPORT (Wroclaw)
www.airport.wroclaw.pl

LAWICA AIRPORT (Poznan)
www.airport-poznan.com.pl

GOLENIOW AIRPORT (Szczecin)
www.airport.szczecin.pl

JASIONKA AIRPORT (Rzeszow)
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http://www.rzeszowairport.pl/

Bydgoszcz Airport
www.plb.pl

Lodz Airport
www.airport.lodz.pl

Zielona Gora Airport
www.lotnisko.zielonagora.pl

Modlin Airport
http://www.modlinairport.pl/

Lublin Airport
http://www.airport.lublin.pl/en/

Commercial Specialist
at the U.S. Commercial Service Warsaw, Poland:

Joanna.Chomicka@trade.gov
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Cosmetics

Overview Return to top
2009 2010 2011 (estimated)

Total Market Size 2,793 3,058 3,515

Total Local Production 3,713 4,111 4,520

Total Exports 2,143 2,443 2.597

Total Imports 1,223 1,390 1,592

Imports from the U.S. 13,8 17,7 25.6

In USD million

Estimation — based on statistical data for the nine months of 2011
Exchange rates:

2009 - USD 1 =3.1162 PLN

2010 - USD 1 = 3.0157 PLN

2011 -USD 1 = 2.9634 PLN

SOURCES:

Chief Statistical Office of Poland (GUS) - Yearbook 2009, 2010, First Three Quarters of
2011

www.money.pl

www.nbp.pl

The statistical data includes the following product categories:

HS 3303 perfumes and toilet waters,

HS 3304 beauty and make-up preparations,
HS 3305 hair care products,

HS 3306 oral hygiene products,

HS 3307 deodorant and shaving preparations.

Despite the economic crisis, the Polish cosmetic market is growing by 10% - 15%
annually. In 2010, the Polish cosmetic market was worth USD 3.06 billion, a 10%
increase over 2009. Estimation for 2011 is USD 3, 51 billion, a 15% increase over 2010.

In 2010, the cosmetics imports to Poland were valued at USD 1.39 billion, a 13%
increase from 2009. According to estimation, the 2011 cosmetics import to Poland
achieved USD 1.59 billion, a 15% increase over 2010. The largest suppliers were
Germany (32 %), France (17%), Great Britain (11%), and the Netherlands (7%). The
remaining major suppliers were Spain, Sweden, Italy, and Belgium (5% each). In 2010,
the U.S. exports of cosmetics to Poland were USD 17.7 million (2%), a 28% growth over
2009. In 2011 was reported a further substantial, 44% growth of the U.S. cosmetics
export to Poland worth USD 25.6 million, a 5% of a total Polish cosmetics imports.

2010 import share by product categories:

HS 3303 perfumes and toilet waters (19% - USD 264 million)
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37% - USD 514.5 million)
14% - USD 193 million)
10% - 136.4 million)

20% - 277.5 million)

HS 3304 beauty and make-up preparations
HS 3305 hair care products

HS 3306 oral hygiene products

HS 3307 deodorant and shaving preparations

o~~~ A~

Poland’s 2010 cosmetics exports totaled USD 2.44 billion, a 14% increase over 2009.
The top importers of locally produced cosmetics were Russia (17%), Great Britain
(13%), Germany (10%), Ukraine (8%) and the Netherlands (5%) followed by Romania,
Turkey, Spain, Italy, and France (4% each). Estimated Poland’s 2011 cosmetics export
were worth USD 2.59 billion, a 6% growth over 2010.

The total value of local production of cosmetics in 2010 was USD 4.11 billion and grew
by 11% over 2009. In 2011 grew by 10% and was worth USD 4.52 billion.

Cosmetic products do not require CE mark for EU market. Based on TARIC, the EU
official source for tariffs, U.S. made cosmetics are imported at a duty rate of 0%. Excise
tax does not apply to cosmetics. VAT is 23%.

Sub-Sector Best Prospects Return to top

The best import and sales potential over the next several years is expected in the
following areas:

Innovative cosmetic preparations for adult female consumers (60+)
Beauty care products for men

Derma-cosmetics

Professional/Spa cosmetics

Organic/Ecological cosmetics

The cosmetics market for the adult female is growing fast. One of the main criteria while
choosing a specific product is the age of customer (type of skin is another important
criteria). There is also an increasing interest for male products. Polish men, naturally in
the younger generation, have become more interested in spending discretionary income
on cosmetic products. Derma-cosmetics represent one of the most rapidly developing
sectors in Poland. The market’s strong growth in recent years is projected to continue
and in 2012 is estimated to be worth over USD 550 million. Facial care cosmetics (anti-
aging, cleansing and anti-acne preparations) make up the largest category of derma-
cosmetics market in Poland.

The market for spa and beauty services is a very dynamic business in Poland. Local
and foreign spa businesses located in specialized spa centers, hotels and even lately at
the airports are increasing in popularity. Spa and beauty salons offer a wide range of
advanced and innovative face and body, hand and feet treatments, massages, water
treatments, dermatologist’s advice and hair-dressing services specially designed and
suited to the individual needs of the skin. Salons often combine innovative and
traditional approaches including acupressure, reflexology and various types of massage
techniques. Dermatologists solve both cosmetic and strictly dermatological problems
and can perform advanced and highly specialized beautifying and curing therapies.
Essence face and body treatments and holistic beauty programs are more often chosen
by Polish clients. Also there is a growing demand for using natural elements of therapy
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- water, algae, white clay, therapeutic precious and semi-precious stones, and
aromatherapy essence. All this creates a growing demand for spa and professional
cosmetics product lines.

Polish consumers more often are aware of product additives and synthetic ingredients.
Therefore certified, natural, organic and ecological products not tested on animals are
becoming increasingly appealing for Polish customers. Market analysts expect that the
market for organic and natural products will growth at 10% annually. Good potential
exists for innovative products directed to problem areas.

The presented sales potential is a direct result of the improvement of Poles’ financial
capabilities and their growing sophistication about body image. Poles are expected to
spend a steadily increasing amount on updating their appearance. Poles are
increasingly desirous of a well shaped and healthy body as well as a neat appearance in
both their private and professional lives.

Opportunities Return to top

In Poland there are two markets for cosmetics: the consumer market and the institutional
market. The consumer market which consists of a variety of groups of people can be
researched based upon certain demographic factors such as sex, income, age, lifestyle
and neighborhood. Suppliers must use care in making product adaptations appropriate
for specific market niches. The institutional market consists of professional beauty and
spa salons. Owners purchase adequate goods from wholesalers and foreign
representatives in Poland, or they import themselves. Research indicates the majority of
cosmetics used in those salons represent foreign producers.

The key competitive factors for selling cosmetics in Poland are price, quality and brand
recognition. Also important are packaging, advertising, easy application of cosmetics,
and effectiveness. Another factor which effects market demand and sales potential is a
highly knowledgeable store staff and well presented information about the products,
recognition and the reputation of a particular firm and its products. Despite the strong
position of European suppliers, there are still excellent prospects for American products,
which are regarded as of the highest quality.

Web Resources Return to top
Major Internet Resources:

The Association of Employers-Exhibitors of Professional Beauty Products,
http://www.zpwkp.pl/

Polish Association of Cosmetics and Home Care products Producers, http://czystepiekno.pl/

Polish Spa & Wellness Association, http://www.spawellness.org.pl
American Chamber of Commerce in Poland, http://www.amcham.com.pl/

Upcoming Trade Shows:
LOOK (Hairdressing Forum), March 17-18, 2012, Poznan, http://look.mtp.pl/en/
Beauty Vision (Cosmetics Forum), March 17-18, 2012, Poznan,

http://beautyvision.mtp.pl/en/
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Salon SPRING (Cosmetics Fair for Professionals), February 25-26, 2012
http://lwww.zpwkp.pl/

Salon AUTUMN (Cosmetics Fair for Professionals) October 10-14, 2012
http://www.zpwkp.pl/

VENUS (Aesthetic Medicine, Cosmetics, Hairdressing Equipment), Nov 30 — Dec 2, 2012
Kielce, http://venus.targikielce.pl/

SPA & WELLNESS, May 25-26, 2012, Krakow, http://targi.krakow.pl

Commercial Specialist

at the U.S. Commercial Service Warsaw, Poland:
Ewa.Bogdanowicz@trade.gov
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Defense

Overview Return to top

Poland's military is continuously undergoing changes - all of which are designed to
restructure it into a more capable and mobile force compatible with NATO troops. Itis
forcing change in every area of operation: force structure, staff organizations, training
programs, doctrine, security procedures, etc. However, the changes in Poland's military
and the reorganization plan for the defense industry must compete with other reforms
that the state budget must also finance.

In 2011, the Polish government allocated 1.95% of GDP, an amount equal to about USD
8.79 billion (PLN 27.26 billion), for defense expenditures of which USD 1.55 billion (PLN
4.8 billion) was for new procurements. Over twenty four percent (24.3%) went towards
the modernization of the army and infrastructure maintenance, 47.7% were spent on
salaries and pensions, and 28% on other expenditures. The Polish government aims to
meet NATO target of 2% of GDP spending on defense.

Spending on defense in Poland in 2007 — 2011

2007 | 2008 | 2009 | 2010 | 2011

Defense Spending

% of GDP 195 | 195|195 | 195 | 1.95
Defense Spending
USD billion 72 | 105 | 86 | 8.38 | 8.79

Exchange rate:

2007 1 USD = 2.8 PLN
2008 1 USD =2.4 PLN
2009 1 USD =29 PLN
2010 1 USD =3.07 PLN
2011 1 USD = 3.1 PLN

Source: Ministry of Defense (MON) - Budget

The modernization of the Polish army includes the improvement of troop capacity and
mobility and air defense systems as well as moving towards a professional army (versus
conscription). On August 5, 2008 the Council of Ministers accepted a governmental
program designed to restructure and modernize the Polish army and the Office of
General Staff called “The Polish Army Development Program: 2009 to 2018.” The
Program involves the purchase of military equipment (armored transportation vehicles
and military transportation aircraft) and ammunition (armor piercing guided missile and
ship to ship missile system for the Polish Navy). NATO force goal requirements are also
driving equipment-related decisions.

The major directions of the MOD expenditures take account of the following:
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1. Professionalization of the Polish Armed Forces.

2. Securing of functioning of the Polish Military Contingents including ISAF (Afghanistan
and Georgia), NTM-I (Iraq), KFOR (Kosovo), EUFOR/MTT (Bosnia and Herzegovina),
ACTIVE ENDEAVOUR (Gibraltar region), SNMG1 (Somalia), and UNFICYP (Cyprus).

3. Modernization of the Polish Army including both operational programs and weaponry
programs.

4. Completion of IT system strategy for the Polish Defense sector for 2008-2012.

5. NATO Response Forces and EU Combat Groups assign for strategic and
international cooperation.

In addition, sources of revenue from the following resource increased the defense
expenditures to about USD 255.3 million (PLN 791.5 million):

Armed Forces Modernization Fund — USD 55.8 million (PLN 173.1 million),
F-16 Support Program — USD 86.4 million (PLN 267.9 million)

NATO Investment Program (NSIP) — USD 72.09 million (PLN 223.5 million)
Military FMF Program — USD 42 million (PLN 130.2 million)

IMET grants — USD 2.2 million (PLN 6.82 million).

FMF Program spending in Poland in 2003 - 2011 (USD million)

2003 2004 2005 2006 2007 2008 2009 2010 2011

279 325 765 29.7 285 269 27.0 47.0 420

Poland has been receiving one third of NATO funds allocated for the development of
defense infrastructure projects. However, in 2010 NATO decreased its spending in
Poland, cutting funding by up to 40 percent in the NATO Security Investment Program
(NSIP). The NATO Alliance financial constraints were a result of the economic crisis
and budget cuts within the organization. Poland also has one of the largest International
Military Education and Training (IMET) programs in the United States European
Command (EUCOM) and is one of the top 10 worldwide. Poland has already trained a
vast number of military and civilian students using IMET, FMS (Foreign Military Sales)
and the Regional Defense Counterterrorism Fellowship Program (CTFP). These
programs have helped to reform the defense establishments of Poland and have
improved Poland’s capacity to conduct peace and stability operations.

Sub-Sector Best Prospects Return to top

Opportunities for American firms exist mainly in investment, technology transfer, and co-
production work. Polish defense companies seek cooperation agreements or joint
venture opportunities with foreign defense companies that, combined with the relatively
lower cost of production in Poland (particularly tanks, armored vehicles, artillery, ships,
aircraft, and helicopters), will be attractive to potential customers.
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Receptivity to American products is high due to an excellent reputation for high quality
products, reliability, and technical assistance. However, technological advantage is not
the only factor determining success in the market. American companies should focus on
educating end-users and other players in the defense sector. A successful U.S. exporter
is expected to support its agent/representative at trade shows, seminars, and
conferences.

Polish officials maintain that the most important factor in awarding a contract is price
(which is particularly critical in big-ticket purchases), after which other variables such as
quality, availability of service and training, and technical assistance for the installation as
well as the start-up operation of the equipment becomes important. Therefore, superior
performance offers from U.S. companies will not always win the deal.

Poland’s defense budget is negotiated annually and the budget parameters are set
during these negotiations. The Polish government is required by law to hold tenders for
major procurements. Financial value, project complexity, international cooperation and
political sensitivity determine the project category. Poland has an offset policy
coordinated by the Department of Offset Programs at the Ministry of Economy. These
offset requirements are an important part of defense procurement contracts. Offsets are
sensitive political issues that involve regional interests in Poland; therefore, the
allocation of offsets is the exclusive responsibility of the Ministry of Economy. Offsets
can best be approached through partnerships with local companies.

American companies interested in military procurements in Poland are advised to use
various resources to increase the chances of getting their company’s information into
vendor’s databases within the military/defense sector. We advise American suppliers of
military/defense equipment and services to contact the American Embassy in Warsaw
as it pertains to information on defense related business in Poland and current political
issues prior to contacting any Polish government agency. This applies particularly to the
Office of Defense Cooperation (ODC) and the U.S. Commercial Service.

Defense cooperation is considered the integrated package of security assistance and
defense cooperation in armaments activities. The U.S. government security assistance
program for the government of Poland is managed by the Office of Defense Cooperation
and includes Foreign Military Sales (FMS), Direct Commercial Sales (DCS) and a
number of programs under the auspices of defense cooperation in armaments activities.

The U.S. Commercial Service identifies the defense industry as one of its sectors with

sizeable American sales potential in Poland. Our office offers a number of commercial
export promotion programs and advice on regulation compliance, the market potential

for a product or service, agent/representative vetting, and provides advocacy support.

Please visit our website http://export.gov/poland/

Opportunities Return to top

The modernization of the Polish army includes the improvement of troop capacity and
mobility and air defense systems as well as moving towards a professional army (versus
conscription). Poland's military population has already decreased from 450,000 in 1989
to 94,255 at present. Poland's membership in NATO has brought numerous
opportunities for U.S. companies in terms of upgrades and adjustment. In addition,
Poland became a close U.S. ally in Europe through its support in the international
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interventions in Iraq and Afghanistan, which also called for upgrades and adjustments in
terms of developing a more capable and mobile force compatible with NATO troops.

Poland's military is traditionally land force heavy. Currently, the Polish military consists
of 94,255 soldiers including 46,040 troops (48.8%) in land forces; 17,415 (18.5%) in the
Air Force; 8,110 (8.6%) in the Navy; and 22,690 (24.1%) in other segments including
Reinforcement, Military Police, and the Polish Armed Forces Command. Categorized
according to rank, the Polish army represents 21,555 officers including 120 generals;
39,276 non-commissioned officers; 2,343 cadets, and about 36,501 soldiers.

The Polish Armed Forces modernization project involves the purchase of military
equipment including:

o military transportation helicopters (medium lift helicopters), light transport
aircrafts, military training aircrafts (LIFT), and VIP aircraft;

¢ modern rocket systems (mid- range and long-range units) surface-to-surface
missile systems and anti-armor guided missile systems, SPIKE guided missiles,
striking anti-aircraft systems, rocket artillery systems, and ADA missile systems;

e gun-barrel artillery systems (howitzers with ammunition, rocket launchers, as well
as new tanks), 155mm self-propelled artillery pieces, C4ISR command-support
system, and precision munitions;

e simulators, training systems, individual soldiers systems, and UAV systems;

e armored transportation vehicles and the upgrade of existing base transportation
vehicles (Rosomak);

¢ frigate modernization.

Foreign investors and joint venture partners with local firms can take advantage of
government incentives. Many U.S. businesses in Poland take the form of joint ventures
with Polish companies are specifically set up to handle sales in the market. Joint
ventures are an excellent way to facilitate export sales to the Polish market. U.S.
companies competing on Polish defense contracts are encouraged to look for joint
ventures, co-production, and other cooperative opportunities with Polish companies to
make their bid offers more attractive. The relatively lower cost of production in Poland
has led many foreign defense companies to seek cooperation agreements or joint
venture opportunities with Polish defense companies that can produce equipment, which
will be attractive to potential customers. Examples of such products include tanks,
armored vehicles, artillery, ships, aircraft, and helicopters.

Web Resources Return to top

Participation in trade fairs, conferences and seminars is a very effective avenue for
promotion in the defense/military sector in Poland.

The MSPO International Defense Industry Trade Show held in Kielce (south-east

Poland). The upcoming show takes place September 3-6, 2012. The MSPO show
organizer is Targi Kielce http://www.targikielce.pl/index.html?k=mspo_en&s=index;
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Contact person: Ms. Katarzyna Prostak, Deputy Director for Trade Fairs and MSPO
Project Director prostak.k@targikielce.pl

To reserve a space at MSPO 2012 you may contact the MSPO organizer directly
prostak.k@targikielce.pl or private U.S. Show Organizer - Kallman Worldwide, Inc.
www.kallman.com; Contact: Thomas Kallman, President tk@kallman.com

Other important exhibitions in this sector are:

INTERNATIONAL AIR SHOW, held biannually in Radom (south-east Poland). The next
show will take place at the end of August 2013. The organizer of this show is Polish Air
Force HQ, Targi Kielce, the city of Radom, and the Polish Aero Club. Contact:
Malgorzata Mlynarczyk, Radom Air Show Project Manager at Targi Kielce
mlynarczyk.m@targikielce.pl

BALT-MILITARY-EXPO International Fair for Navy, Border Guards and Police held
biannually in Gdansk (north Poland) http://www.baltmilitary.pl/x.php/2,661/Invitation.html.
The upcoming show takes place June 27-29, 2012. The show organizer is
Miedzynarodowe Targi Gdanskie S.A.; Contact person: Marek Buczkowski, Project
Manager; E-mail: military@mtgsa.com.pl

BALT-EXPO - International Maritime Exhibition, held biannually in Gdansk (north
Poland) http://www.baltexpo.com.pl/. The nearest show will be held September 2013.
The show organizers are AGPOL Promocja Sp. z 0.0. and Zarzad Targow
Warszawskich SA; E-mail: ztw@ztw.pl; Contact: Hanna Maksymowicz, Project Manager
h.maksymowicz@agpolpromocja.pl

Additional Resources & Contacts:

Ministry of National Defense (MOD)
http://www.mon.gov.pl/index.php?lang=2

Defense Policy Department MOD
http://www.dpz.wp.mil.pl/pl/index.html
dpz@mon.gov.pl

Armaments Inspectorate (MOD Procurements) http://www.iu.wp.mil.pl/
Coordinator for Procurements jwozniak@mon.gov.pl

Foreign Relations Coordinator pjozefacki@mon.gov.pl

Coordinator for Military Market Analysis cstajniak@mon.gov.pl
Development Coordinator sdul@mon.gov.pl

Polish Chamber of Defense Industry
http://www.przemysl-obronny.pl/
izba@przemysl-obronny.pl

Institute of Aviation

http://ilot.edu.pl/

ilot@ilot.edu.pl

For more information, please contact:
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U.S. Commercial Service

American Embassy Warsaw, Poland

http://export.gov/poland/

Tel: +48 22 625 4374

Fax: +48 22 621 6327

Contact person: Zofia Sobiepanek-Kukuryka, Commercial Specialist
E-mail: zofia.sobiepanek@trade.gov
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Green Building Products and Technologies

*  Statistics for green building products cannot be included as green building products are
not distinguished from regular building products.

Overview Return to top

The residential and tertiary sector, a major part of which includes buildings, accounts for
more than 40% of the final energy consumption in the European Community. This
sector continues to expand, resulting in an increase in energy consumption and the
subsequent carbon dioxide emissions. Poland remains, however, below the average
energy consumption in Europe. The majority (75%) of the energy consumed in Poland
goes to the housing sector. There are 13 million apartments within residential buildings,
(including single and multi-family houses) in Poland. Over 8.7 million of these
apartments are in the cities. Only 1/5 of all of the housing was built after 1990. Every
year approx. 180 thousand new apartments are put into operation. The average floor
surface of a Polish apartment is 229 square feet. In 2007 the average use of energy by a
Polish apartment amounted to 59GJ. Heating consumes 71.2% of all energy use and
includes hot water, cooking, lighting, and electrical appliances. Heat energy in Polish
housing is usually sourced from either a central heating network or locally based boilers,
mainly fueled by coal, gas or oil. The estimated average energy consumption in new
and old buildings in Poland is 170kWh/m?/year, which is much higher compared to the
rest of Europe. The average EU consumption is 150kWh/m?/year, although countries like
Holland and Norway rank even lower, closer to levels of 90 — 110 kWh/m?/year.

Within last 10 years Poland reduced its building energy consumption by 50%, thereby
making the country a leader in energy efficiency reduction. In 1998, Poland enacted a
thermo-modernization law, which allowed building owners to apply for a refund of up to
16% of the total project cost. Thousand of windows, doors, roofs, wall insulation, or
boilers were exchanged with the introduction of this law. As recently as 2008, BGK, the
state-owned bank responsible for the distribution of the Thermo-modernization Fund,
paid out 3,213 premiums, averaging approximately sixty thousand dollars ($60,000)
each. For every 1PLN in public money 6PLN are invested.

In addition to the Thermo-modernization Fund, the National Fund for Environmental
Protection and Water Management, together with their regional subsidiaries, provides
grants and loans for both individual and institutional investors. This entity recently
announced that it would pay out almost $280 million in grants and loans to institutional
investors for thermo-modernization works in public buildings. Within the next four years,
this fund plans to spend over $1.1 billion for such activities. Funds received by Poland
from the sale of surplus Kyoto carbon credits will feed into a third funding source which
will be used for thermo-modernization, among other activities.

The Polish commercial office building market began to develop early in the 1990’s.
Before then, offices were located in apartment houses or old office buildings. Currently,
new Class A and B office buildings dominate the market. Poland has almost 5 million
square meters of modern office space, with 3.2 million square meters in Warsaw.
Governmental and administrative buildings remain outdated although intense focus is
increasingly being given towards energy savings and thermo-modernization in this
sector as well.
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Similar to the development of the office building market, commercial estates began to
appear in Poland also during the 1990s. All of the offered space is modern and built
accordingly to the best European standards. By the end of 2009 Poland had 9,345 thousand
square meters of commercial surface available of which almost 73% was shopping malls.
Development trends within this particular area are very positive as Poland has a large
growth curve thanks to the demographics, sustained economic growth, and increasing
purchasing power of Poles. Every year about 1.5 million square meters of commercial space
is put into operation in Polish cities both big and small.

The basic tool Poland uses to promote energy efficient and sustainable buildings is the
system of energy certificates introduced into Polish law from the EU 2002/91 Directive
on the Energy Performance of Buildings. This Directive is the main legislative instrument
at the EU level to achieve energy performance in buildings. Current binding Polish law is
very liberal in terms of the recommended amount of energy consumption in buildings,
which amounts to 120kWh/m?/year. In other European Union countries, this value is
much lower reaching even 70kWh/m?/year in Sweden.

Sub-Sector Best Prospects Return to top
Best prospects for U.S. suppliers can be found within the following areas:

¢ HVAC including air conditioners with cooling capacity of 470-1750 kW
High efficiency heating pumps integrated with solar panels and other innovative
RE systems
Solar Photovoltaic panels (PV) integrated into the building facade
Small wind turbines for application in multi-family houses
Ventilation and heat recovery systems
High-tech biomass boilers
Innovative insulation materials and glass
Energy efficient appliances
Energy rating services as RESNET system
CO, and air contamination HVAC sensors
Roof reflective membranes to reduce air conditioning needs
e Smart meters and software to modulate electrical power use
Scientific and research measurement equipment for energy and emissions testing

Opportunities Return to top

Only recently there has been an increased interest for green building programs in
Poland. Public awareness about energy savings has also been growing steadily.
Currently there are 3 office buildings certified with LEED and 4 with BREEM. As of
December 2011, 100 new buildings apply for LEED and 70 for BREEM certification.
More and more developers apply for LEED or BREEAM certification. In January 2012
Skanska announced that all their currently developed buildings will be accomplished in
accordance with LEED requirements. Market will be driven even more intensely when all
the regulations for the recast of the Energy Performance of Buildings Directive
(2002/91/EC) will be implemented what will force member states to introduce regulations
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for new buildings built after December 2020, that will require those new buildings to have
“near zero emission”, using not more that 15kWh/m?/year.

Another factor positively driving the market would be the EU Commission decision about
allocation of funds within the new financial perspective 2014-2020 where for the first time
energy efficiency will be specified as a target for all EU member states.

Web Resources Return to top

Instytut Technik Budowlanych
Building Research Institute
http://www.itb.pl/

instytut@itb.pl

Krajowa Agencja Poszanowania Energii S.A.
Polish National Energy Conservation Agency
http://www .kape.gov.pl

kape@kape.gov.pl

Narodowa Agencja Poszanowania Energii S.A.
National Energy Conservation Agency
http://www.nape.pl

nape@nape.pl

Polish Green Building Council PLGBC
http://www.plgbc.org
Contact: Ms. Agnes Vorbrodt-Schurma, President

agnes@plgbc.org

Fundacja Budownictwa Energo-oszczednego “Zielone Domy”
Foundation for Energy Saving Construction “Green Houses”
http://www.fundacjazielonedomy.pl/
biuro@fundacjazielonedomy.pl

Commercial Specialist

at the U.S. Commercial Service Warsaw, Poland:
Anna.Janczewska@trade.gov
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Information Technology

Overview Return to top

The Polish information technology (IT) market grew by 10.9% in 2011, which shows
further recovery from 2009 crisis. The current total value of the market is estimated at
$9.4 billion, including $3.7 billion for the hardware, $2.2 billion for the software and $3.5
billion for the IT services segments of the market. The IT sector is expected to grow at
approximately 10% a year in 2012 and the next few years, with the services representing
the fastest-growing segment. The dominant trends in Poland are the technology
convergence, digitalization and rapidly growing diversity of access to services. These
trends directly reflect on new market opportunities for suppliers of products and services.

Even though Poland continues to spend only 2.2% of its GDP on IT investments, these
projects can obtain the EU funds up to 75% of project value. The EU funding is also
available to private project sponsors investing in the IT for greater competitiveness.

Financing and banking, telecommunications, and the public sectors all account for half of
IT expenditures in Poland. The public sector investments are driven by the country’s
“Digital Poland” plan and the development of e-government services required by the
European Union. Individual users and small-to-medium sized companies have become
major purchasers of computer equipment, with emphasis on low-end equipment.

U.S. exports to Poland of Commodities registered at HS 8471, in USD

2009 2010 2011 2012 forecast

38.15 million 66.95 million 88.37 million 97.2 million

The above figures do not reflect the actual position of American IT suppliers, as a large
part of US exports for Poland enter the EU zone outside of the country and are not
captured by the statistical data. Nevertheless, while American companies are seen as
the industry leaders in all segments of the IT sector, the major Polish trading partners for
these products are China, the Netherlands, Germany, and the Czech Republic.

Sub-Sector Best Prospects Return to top

Best prospects for American suppliers exist in all segments of the IT market and include
all kinds of specialized software, internet and e-commerce solutions especially for IT
security area. Good prospects also include networking equipment and computers,
storage systems, components and peripherals.

The U.S. suppliers of IT services interested in entering the Polish market should
consider working with Polish partners as Polish project sponsors usually require that any

required assistance will be available to them locally and in the Polish language.

Opportunities Return to top
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The public sector IT development projects are coordinated by the Ministry of
Administration and Digitization, please see http://www.mac.gov.pl/

The following are the projects in the pipeline:

-- Public health IT system projects
http://www.csioz.gov.pl/index.php

--Polish Identification Card Project pl.id
http://cpi.mswia.gov.pl/portal/cpi/38/195/plID.html

-- Implementation of smart meters by energy distribution companies
--Digital school projects

--Further development of the Ministry of Justice electronic platform, including access to
land registers and providing services to the private sector;

Web Resources Return to top

CS Warsaw recommends European regional shows in lieu of local events.

CeBIT, March 6-8, 2012 Hannover, Germany

See http://www.cebit.de/home or
http://export.gov/germany/TradeShowsEvents/TradeFairsinGermanyandtheUnitedStates
/leg_de_034341.asp for more information on the U.S. Commercial Service programs at
this event

Audio/Visual Products:

Integrated Systems Europe (ISE), February 1-4, 2013, Amsterdam, the Netherlands

For more information please see http://www.iseurope.org/kcms/home.php

Contacts for Marketing and Advertisement

IDG Polska publishes Polish editions of ComputerWorld, PC World, Net World, CIO, and
IT sector rankings. (printed and on-line) IDG also offers marketing services.
http://www.idg.com.pl/informacje.html

IT Reseller (on-line) http://itreseller.pl/

CRN (bi-weekly printed magazine and daily on-line) http://www.crn.pl/

Elektronik — professional electronic magazine (printed and on-line)
www.elektronikab2b.pl

Commercial Specialist

at the U.S. Commercial Service Warsaw, Poland:
Maria.Kowalska@mail.doc.gov
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Machine Tools

Overview Return to top
2009 2010 2011 est.

Total Market Size NA NA NA

Total Local Production NA NA NA

Total Exports 290 240 335

Total Imports 688 585 705

Imports from the U.S. 28 19.5 21

In USD million

Exchange rates:

2009 - 3.1162 PLN/1 USD
2010 - 3.0157 PLN/1 USD
2011 —2.9634 PLN/1 USD

SOURCES:

Chief Statistical Office of Poland (GUS) - Yearbook 2009, 2010, First Three Quarters of
2011

www.money.pl

www.nbp.pl

The figures shown in the table were collected by Poland's Chief Statistical Office --GUS
for HS Numbers 8456-8463 and 8466 (note: there is a substantial difference between
these figures and U.S. statistics on exports to Poland. GUS information may not be
complete and their tables do not offer comprehensive information on this industry
sector).

Industry leaders evaluate the size of the market in Poland in 2011 at 1 billion Euro. This
figure represents a market approximately ten times smaller than Germany’s. Poland
relies heavily on imports, especially of these highly sophisticated machines. The country
imports mainly from Germany, ltaly, Switzerland, USA and also the Far East.

Successful Polish producers focus on highly specialized machine tools.

The machine tools sector was once one of the great specialties of Polish industry — in
1978 the American magazine “American Machinist” ranked Poland in 5th place on the
list of largest exporters/importers of machine tools. The industry suffered a great decline
after 1990 when economic changes were introduced in all Central and Eastern Europe.
The market economy proved that the strong Polish machine tools industry was in fact a
colossus with feet of clay. The industry lacked innovation, and the collapse of the
Council for Mutual Economic Assistance (Comecon) significantly lowered the once very
high and stable demand for Polish made machine too