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2.1

Forms of conducting business activity in Poland — Introduction

Business activity in Poland may be conducted in forms similar to those found in
other European countries. Available types of business activity include:

commercial companies comprising:
o corporations (limited liability company and joint-stock company);

o partnerships (general partnership, professional partnership, limited
partnership, limited joint-stock partnership);

branch offices of a foreign company;

representative offices of a foreign company;

individual business activity (also as part of a civil partnership);
non-registered individual business activity.

Cooperatives, associations, foundations and cross-border vehicles such as the
European Company, or the European Economic Interest Grouping, which may
also be used in conducting business in Poland, are not covered by this study.

Freedom of business activity

Polish law stipulates the principle of freedom of business activity. This means that
anyone has equal rights in undertaking business activity of their choosing.

However, this principle does not offer absolute freedom of business activity.
Crucial in this respect are restrictions as to the subject (i.e. who can undertake
business activity) and the object (i.e. the requirements that must be met in order
to conduct a given type of activity).

The Entrepreneurs’ Act introduces a catalogue of principles related to running a
business in Poland. These are:

e the principle of “what is not prohibited by law is allowed”;

e an obligation to do business in accordance with the principles of fair
competition and respect for good manners;

e the principle of presumption of integrity of the entrepreneur;
e the principle of friendly interpretation of regulations;

e the principle of deepening trust, proportionality, impartiality and equal
treatment;

e the principle of officials' liability for a breach of law;
e the principle of legal certainty;
e the principle of providing information;

The Representative for Small and Medium Entrepreneurs operates in Poland,
which protects the rights of micro, small and medium-sized enterprises.

Restrictions as to the subject
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The rules applicable to Polish citizens (i.e. with respect to selecting the type of
business activity) with regard to undertaking business activity also apply to
natural persons, legal persons and other organisational units with legal capacity:

o from the Member States of the European Union;
o from Norway, Iceland and Liechtenstein;
o from countries that are not signatories to the Agreement on the European

Economic Area, pursuant to agreements entered into by those states with
the European Union and its Member States;

o citizens of countries other than those listed above, including persons who
have obtained permission for permanent residence in Poland, residence for
a long-term resident of the European Union, temporary residence (in
certain circumstances provided for in the Foreigners Act), refugee status,
supplementary protection, consent for residence for humanitarian reasons
or consent for a tolerated stay, permission for temporary residence and
who are married to a Polish citizen living in Poland, temporary residence in
order to engage in economic activity, granted on account of continuation
of economic activity already engaged in on the basis of an entry in the
Central Registration and Information on Business, who have temporary
protection in Poland who hold a valid Polish Charter, or are family
members joining or staying with citizens of states referred to in sec. 2.1.1
-2.1.3.

The above list includes entities able to take advantage of the freedom of business
activity in the broadest scope. Other persons may solely operate as: (i) limited
partnerships, (ii) limited joint-stock partnerships, (iii) limited liability companies or
(iv) joint-stock companies.

International agreements may grant more extensive rights to persons not
included in the catalogue.

Restrictions as to the object (regulation of economic activity)

The most important restrictions as to the object are those that require the
entrepreneur to obtain a prior administrative decision that enables them to
undertake a given activity.

2.2.1 Concessions

Concessions are issued in areas of business activity that carry particular
importance for national security or the safety of the citizens or other
important public interest.

The requirement of obtaining a concession concerns activities that involve:

(i) exploring and identifying hydrocarbons and solid mineral ores subject
to mining proprietorship, exploring or identifying a subterranean
carbon dioxide deposit complex, extracting minerals from ores,
subterranean non-reservoir storing of substances, subterranean
depositing of waste and subterranean depositing of carbon dioxide;

(i)  manufacturing and trading in explosives, weapons and ammunition,
as well as military and law enforcement products and technologies;
4
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(iii) manufacturing, processing, storing, transmitting, distributing and
trading in fuels and energy,

(iv) transferring carbon dioxide for its subterranean depositing;
(v) protecting people and property;

(vi) distributing radio and television programming, save for programming
distributed solely using the ICT system, which is not broadcast
terrestrially, by satellite or over cable networks;

(vii) air transportation;
(viii) running casinos.

Before issuing a concession, the administrative body may verify if the
entrepreneur meets the requirements of conducting business activity that
requires a concession and whether it guarantees proper conduct of such
activity.

The number of available concessions may be limited. In such cases, the
relevant administrative body organises a tender. The winner is the entity
offering the highest price for the concession.

A promise of a concession, i.e. an undertaking to grant a concession once
certain requirements are met, may also be obtained. Such a promise is
issued for at least six months. During its term, a concession cannot be
denied unless the entrepreneur failed to meet the relevant requirements or
unless the information contained in the promise application has changed.

Permits

Another manifestation of the restriction of economic freedom as to the
object is the requirement for the entrepreneur to obtain a permit. Prior to
the introduction of the so-called Business Constitution (i.e. the package of
acts on conducting business activity, which entered into force in 2018), it
was also possible to obtain a licence or authorisation. The transitional
provisions of the Constitution of Business package indicate that the
authorisations and licences obtained before the amendments came into
force have become permits.

A permit allows an entity to undertake and perform a specific type of
business activity provided that it meets the relevant statutory
requirements.

Presented below are examples of activities that require a permit:

(i) business activity within a special economic zone, which is eligible for
public aid;

(i)  activity that involves maintaining a regulated market (stock exchange
and over—the—counter);

(iii)  the activities of pension funds;

(iv) banking activities involving risk for entrusted funds subject to
repayment;
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(v) provision of payable services as a domestic payment institution;
(vi) collective water supply or waste removal activities;

(vii) activities involving the manufacturing or importing of medicinal
products;

(viii) scheduled and special transportation services;
(ix) conducting insurance activity in the Republic of Poland;
(x) the activities of investment funds.

A permit is granted to an entrepreneur upon finding that it has met the
statutory requirements. These requirements primarily concern the
protection of human life and health, safety and public order, state secret
and the nature
of business activity covered by the permit. Detailed provisions on the
procedure of issuing permits are set forth in the relevant acts. If the
entrepreneur has met the requirements for conducting a given type of
activity, the administrative authority is required to grant a permit.

Regulated activities

Regulated activities are defined as such in the legislation. In order to
conduct them, an entrepreneur must:

(i) meet the requirements set forth in a given act;
(i) obtain an entry in the register of regulated activities.

Regulated activities do not require obtaining a concession or permit, but
are yet another manifestation of state control of the freedom of business
activity.

For instance, regulated activity includes:

(i) post—graduate training for doctors and dentists;

(i)  currency exchange activities;

(iii) organising travel events;

(iv) detective services;

(v) packaging and customising or marketing plant care products;
(vi) postal services.

In order to obtain an entry in the register of regulated activity, an
entrepreneur must submit a statement on meeting the requirements for
conducting such activity. During the registration proceedings, the
registering authority does not verify the authenticity of the information and
documents submitted. However, this may be done after making the entry.
If it turns out that the information provided by the entrepreneur was
untrue or the entrepreneur failed to remedy breaches of the requirements
for conducting regulated activities before the deadline set by the authority,
the authority will issue a decision denying the entrepreneur the right to
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conduct the activities covered by the entry. In such cases, the
entrepreneur may obtain another entry in the register in the same scope
of business no earlier than three years after the issuance of the decision.

Most common types of business activity in Poland

Common type of business activity are commercial companies, in particular, the
limited liability company and the general partnership. According to the Polish
Central Statistical Office, as at the end of 2016, limited liability companies
accounted for approximately 82 per cent of all commercial companies, with
general partnerships and limited partnership accounting for approximately 7 per
cent each. Further down the list are the joint-stock company and the limited joint-
stock partnership. The smallest group are professional partnerships, accounting
for approximately 0.5 per cent of all commercial companies in Poland. However, it
should be noted that in recent times, the highest growth was reported for the
limited partnership. The above is due to the ability to optimise taxation in the
structures of such a partnership as revenues are taxed at the level of the partners
in that partnership rather than the partnership itself.

Many natural persons choose to pursue individual business activity. In the private
sector, these entities account for over 70 per cent of all entrepreneurs. Individual
business activity may also be conducted in the form of a civil partnership, i.e. an
association of at least two entities for the purpose of conducting for—profit
activity. Unlike a corporation, a civil partnership is not a separate legal entity —
only its partners are separate legal entities.

From 2018 it is also possible to conduct so-called non-registered activity (Article 5
of the Entrepreneurs Act). A business activity is not activity performed by a
natural person the income from which does not exceed 50 per cent of the
minimum wage in any month (in 2018 it was about PLN 1,050 gross). Such
activity can only be carried out if business activity has not been carried out in the
past 60 months and it cannot be carried out as part of a civil partnership. Non-
registered activities do not need to be registered with CEIDG and there is no need
to pay social insurance contributions.

Foreign investors also take advantage of the branch office structure, through
which they can operate in Poland to the extent they operate in their country of
origin.

Commercial companies

A commercial company is a form of for—profit cooperation between at least two
persons, save for the limited liability company and the joint-stock company, which
may be established by a single entity, provided that the founder itself is not a
one—person limited liability company.

A company is established upon concluding an agreement in which the
shareholders agree to pursue a shared goal by making contributions and,
potentially, by cooperating in another defined manner.

The activities of commercial companies are regulated by:
3.1.1 the applicable laws,
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3.3

4.2

4.3

4.4

3.1.2 the shareholders in the articles of association or statute.

In partnerships, utmost importance is attached to the person of the partners,
their credentials and work performed. As a rule, they are liable for the obligations
of the partnership up to the full value of their assets.

In corporations, the emphasis is on the equity provided by the shareholders, on
which the operations of the company are based. The shareholders are not liable
for the company’s obligations — their risk is limited to the amount of the
contribution made, which may not be recovered if the business fails.

Branch office of a foreign company

A foreign company may conduct business through a branch office in Poland to the
extent such activity is conducted in its country of origin.

Representative office

Having a representative office in Poland enables a foreign entrepreneur to
conduct business solely with respect to advertising and promoting its activities.

Criteria for selecting the form of conducting business activity
Investor’s country of origin

The investor’s country of origin is crucial in determining its ability to conduct
business activity in Poland. As stated in detail in point 2.1 above, persons from
outside the European Union, Norway, Iceland, Liechtenstein or countries with
which the European Union and its member states did not conclude agreements on
the freedom of business activity, as well as other persons who have been granted
the right to engage in business activity on the same principles as Polish citizens,
may select from among types of business activity limited to the following entities:
(i) limited partnerships, (ii) limited joint-stock partnerships, (iii) limited liability
companies and (iv) joint-stock companies.

Type of activity

In principle, business activity may be conducted in any form permitted by the
applicable laws. However, in some cases, legislation stipulates the use of a strictly
defined form of activity, e.g. in the case of banks, insurance companies and
universal pension fund companies, which may operate solely as joint-stock
companies. On the other hand, lending companies may conduct business activity
exclusively in the form of either limited liability company or joint stock company.

Scale of activity

A general rule is to select partnerships (except for limited joint-stock
partnerships) for business activity on a smaller scale, and use corporations and
the limited joint-stock partnership for larger—scale business ventures. The above
is primarily related to the distribution of risk incurred by investors, the need for
their personal involvement in running the affairs of the company and the ability to
obtain equity from the market.

An investor’s liability for the obligations of the entity through which it conducts
business

1102077_v_15
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4.6

In a general partnership, all of its partners have unlimited liability for the
partnership’s obligations. In a limited partnership and limited joint-stock
partnership, this rule applies in full to the general partners. The scope of liability
may be optimised through appropriate design of the structure of the limited
partnership or limited joint-stock partnership (corporation as a sole general
partner). The limited partner in a limited partnership is liable up to the amount of
the limited sum, while a shareholder in a limited joint-stock partnership is not
liable for the partnership’s obligations.

On the other hand, in corporations, the shareholders are not liable for the
company’s obligations. Their risk is limited to the contributions made in the event
that the business fails.

The requirement of personal involvement in the running of affairs

In partnerships, each of the partners is involved in running the affairs of the
partnership. However, the articles of association may remove such right from
a partner.

The requirement of personal involvement may be limited to a minimum for an
investor involved as a limited partner of a limited partnership or a shareholder of
a limited joint-stock partnership. By law, a limited partner is not authorised or
required to run the partnership’s affairs unless the articles of association state
otherwise. On the other hand, a shareholder of a limited joint-stock partnership is
involved in its affairs solely by participating in the adoption of resolutions by the
general meeting.

In corporations, the responsibility of running the affairs lies with a body separate
from the shareholders, i.e. the management board. Personal involvement of
investors is limited to expressing opinions (in the form of resolutions) on key
matters concerning the company in the form of shareholders meetings and
general meetings. There is no reason preventing an investor from being involved
in managing the company as a management board member.

Options for obtaining capital

The most popular forms of obtaining capital for business activity include financing
investments with bank loans and issuing shares or bonds.

4.6.1 Issuing corporate bonds

Entities authorised to obtain capital by issuing bonds are limited liability
companies, joint-stock companies and limited joint-stock partnerships.

As a result of issuing bonds, an entity obtains cash from bondholders.
However, it becomes obliged to redeem the bonds by a specific time,
together with payment of interest. Therefore, it is a form of debt financing,
whose structure is similar to taking out a loan.

The main benefits of issuing bonds include a lower cost of earning capital
compared to borrowing costs and an unchanged shareholding structure of
the bond issuer (the bondholder does not become a shareholder and does
not become able to influence the company).
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4.6.2

On 30 September 2009, the Catalyst bond market was launched. Catalyst
is an organised platform for trading in debt securities (corporate bonds,
treasury bonds and mortgage bonds), composed of four trading platforms,
for both retail and wholesale investors. The transactions are guaranteed by
the National Depository for Securities (Polish: KDPW).

The purpose of the Catalyst market is, in particular, to help entrepreneurs
to obtain capital, increase their reliability for investors and to promote
them.

Issue of shares in a public offering

Joint-stock companies may obtain capital from the market in a public
offering carried out on the Stock Exchange or an alternative trading
system (NewConnect). Capital is acquired by the company if the interested
persons (investors) subscribe for shares and become shareholders required
to pay for them.

In order to obtain capital in this manner, a joint-stock company must
obtain the status of a public joint-stock company. A public company is a
company in which at least one share is dematerialised, i.e. does not exist
in the form of a document and is recorded solely on a securities account.
In order to become a public company, a joint-stock company must
undergo a special procedure that involves drafting certain documents: as a
rule, it will be a prospectus (to enter the WSE) or an information document
(to enter NewConnect). It is a complex process that requires collecting
numerous pieces of information, conducting analyses (to present potential
investors with accurate information about the company and its business),
and therefore it is relatively expensive. Additionally, upon obtaining the
status of a public company, a joint-stock company is required to provide
current reports on important events concerning the company, and interim
reports containing primarily financial information.

If, however, a company’s capital requirements are not considerable, it can
obtain capital by way of a non-public (private) bond or share offer. A
private offer can be made to 149 personally indicated investors at the
most, and is subject to much smaller information rigours, which enables
capital to be obtained at a lower cost and in a shorter time. Instead of an
issue prospectus or information memorandum, the issuer draws up a
document detailing the conditions of the issue, which it then makes
available to selected potential investors.

4.7 Taxation of income

The significant difference between doing business in form of a partnership or a
company is the way the profits from such business will be taxed with income tax.

Although a partnership is required to maintain tax ledgers, it is not considered a
taxpayer of income tax. It is the shareholders of those partnerships, who
generate income from participation in an entity without legal personality and who
are deemed taxpayers on the profits of the partnerships (with the exception of a
limited joint- stock partnership). Depending on the status of the partner - whether
a natural person or a legal entity, the income from the partnership will be

1102077_v_15
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4.8

combined with partners’ other income and be subject to personal income tax
(PIT) or corporate income tax (CIT).

The income of a company (as well as joint stock limited partnership) is taxable at
the level of the company. As a result, upon transfer of profit to the shareholder
the economic double taxation may arise — the tax is first levied on the level of the
company subject to Corporate Income Tax and later on the level of the
shareholder who receives the dividend.

Cost and formalities involved in conducting business activity

In corporations and in limited joint-stock partnerships, the partners must
contribute the share capital (in a limited liability company — PLN 5,000, in a joint-
stock company — PLN 100,000, and in a limited joint stock partnership — PLN
50,000). In partnerships (save for the limited joint-stock partnership), due to the
absence of share capital, the partners may freely determine the amount of their
contribution. Furthermore, they can also anticipate that their contribution will
involve providing work or services.

The operations of corporations, in particular, the joint-stock company, are more
formalised and more complex than in the case of partnerships, which results in
increased costs (e.g. the requirement to prepare a notarial deed for each general
meeting of shareholders, the cost of maintaining corporate bodies).

SCHEDULES
Forms of conducting business activity in Poland — features

5.

5.1

Corporations

Polish law recognizes two types of capital companies: limited liability companies
("LLC") and joint-stock companies (“JSC"). Both have legal personality separate
from their shareholders. A joint-stock company is intended for large-scale
business, while a limited liability company can serve as a good form for activity on
either a small or large scale, with a limited number of shareholders. Banks,
insurance companies and general pension societies must be established in a form
of a JSC. Lending companies may conduct business activity exclusively in the form
of either LLC or JSC.

Limited liability company — joint-stock company (comparison)
The main differences between LLCs and JSCs are presented in the table below:

Limited Liability Company Joint-stock Company

Generally recommended for

Business venture with a limited number | ® Business venture with many
of shareholders. shareholders.

Shareholders who want to have direct | * Where supervision over the company’s
supervision over the company’s business. business is to be carried out only by the
Smaller scale of business. supervisory board.

A limited liability company may be formed | *  Large scale of business.

for any legally permissible purpose. e  Companies contemplating an IPO in the

11

1102077_v_15




= <]

FURTEK KOMOSA
ALEKSANDROWICZ

short term.

Obligat

ory form for

N/A

banks, insurance companies,
pension societies.

general

Company'’s founders

One or more individuals/legal entities.

An LLC or joint-stock company may not be formed solely by a single-shareholder limited
liability company. However, a single-shareholder limited liability company may become
a sole shareholder by acquisition of all of the shares in the LLC or joint-stock company.

Prerequisites for incorporation

The conclusion of articles of association in

a form of a notarial deed.

The contribution by shareholders of:

a) the entire nominal value of the
shares and

b) the agio being the excess of the
subscription price over the nominal
value of the shares.

The appointment of a management

board.

The appointment of a supervisory board

or auditors’ committee (obligatory only if

the share capital exceeds PLN 500,000

and the number of shareholders exceeds

25).

Registration in the commercial register.

The conclusion of a statute in a form of

a notarial deed.

The contribution by shareholders of:

a) at least Y4 of the nominal value
of the shares and

b) the whole agio being the excess
of the subscription price over the
nominal value of the shares.

The appointment of a management
board.

The appointment of a supervisory board —
obligatory.

Registration in the commercial register.

Company in organisation (before registration in the commercial register)

Represented by the management board
or by a proxy appointed by a unanimous
resolution of the shareholders.

Prior to the appointment of the
management board, a JSC is represented
by all shareholders acting jointly or by
a proxy appointed upon a unanimous
resolution of the shareholders.

Share capital

The minimum share capital is PLN 5,000.

The nominal value of a share may not be
lower than PLN 50.

The share capital can be divided either
into shares of equal or unequal nominal
value. Shares of equal value are more
common; one shareholder can have
several shares of equal value. Shares of
unequal value are less common; one
shareholder can have only one share of
unequal value.

The share capital must be paid in full
before registration of the LLC.

The minimum share capital is PLN

100,000.

The nominal value of a share may not be
lower than PLN 0.01 (1 Polish zloty = 100
groszy).

The share capital is divided into shares of
equal nominal value.

At least V4 of the share capital must be
paid before registration of the JSC.

There is a general obligation to verify the
value of contributions in-kind by the
statutory auditor, subject to certain
exceptions  provided for in the

1102077_v_15
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Commercial Companies Code ("CCC").

Increase of the share capital

The share capital may be increased by
the shareholders under the existing
provisions of the articles of association
(written form) or through an amendment
to the articles of association (notarial
deed).

An increase can be made through new
contributions or from company funds

The share capital may be increased:

a) upon a resolution of shareholders
through new contributions or from
company funds (supplementary
capital or reserve capital).

b) upon a resolution of the
management board (authorized
share capital) if authorised by the

(supplementary capital or reserve shareholders.
capital). e Resolutions shall be made in a form of
a notarial deed.
o Authorized capital
N/A e  May not be larger than 34 of the nominal

share capital.

Management Board authorization is
limited in time — up to three years
following authorization.

Shares

Non-material nature — shareholders are
entered in the share register kept by the
Management Board.

A transfer/pledge of shares — in writing,
with signatures certified by a notary.

A transfer is effective with respect to the
company as of the moment when the
company receives notification of the
transfer.

Registered or bearer shares.

Bearer share certificates may not be
issued before full payment; as proof of
partial payment, registered temporary
certificates are issued.

The owners of registered shares and
temporary certificates are entered in the
share register.

Shares are indivisible. They may be
issued in collective share certificates.

A transfer of registered shares or
temporary certificates — in writing;
transfer of possession of the shares or
temporary certificates required.

A transfer of bearer shares requires the
transfer of possession of the shares.

Rights and obligations of shareholders

The possibility of establishing preference

shares with regard to:

a) the right of vote — a maximum of 3
votes per share,

b) the right to dividend — up to 150% of
the dividend designated to non-
preference shares,

c) the distribution of the company’s

The possibility of establishing preference
shares with regard to:

a) the right of vote — a maximum of
2 votes per share,

b) the right to dividend — up to 150%
of the dividend designated to non-
preference shares; this restriction
does not apply to such shares for

1102077_v_15
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assets in case of its liquidation.

The articles of association may oblige the
shareholders to make  additional
payments in proportion to their
shareholding (Polish: doptaty). Such
payments do not increase the company’s
share capital, are transferred to the
company’s reserve capital, and can be
subsequently returned to the
shareholders.

which the right to vote has been
excluded (non-voting shares),

c) the distribution of the company’s
assets in case of its liquidation.

The statute may limit the voting rights of
shareholders possessing more than 1/10
of the total number of votes. The
limitation may only apply to the exercise
of the voting rights attached to shares
above the limit of votes provided for in
the statute.

Management Board

One or more natural persons, appointed
from among partners or from outside.

Period of holding office — no time limits.
Non-compete obligation — by law.

One or more natural persons.
Period of holding office — up to five years.
Non-compete obligation — by law.

Supervision

Each shareholder individually. Individual
supervision can be restricted or excluded
by the articles of association if
a supervisory board was established in
the LLC.

Supervisory Board:

a) The supervisory board or the audit
committee are optional. Obligatory if
the share capital exceeds PLN
500,000 and the number of
shareholders exceeds 25,

b) At least three members,

¢) No right to give the management
board any binding instructions on
how to manage the company,

d) Term of office — one year, unless the
articles of association provide
otherwise.

The right of a shareholder or shareholders

representing at least 1/10 of the share

capital to request that a registry court
appoint an auditor to examine the
accounts and operations of the company.

No individual
a shareholder.

Supervisory board:

a) Obligatory,

b) At least three members or, in the
case of public companies, at least
five members,

c) No right to give the management
board any binding instructions on
how to manage the company,

d) Upon demand of the shareholders
representing at least 1/5 of the
share capital, the election of the
supervisory board shall be made by
the next general meeting of
shareholders by way of separate
groups’ voting. A member of the
supervisory board so appointed can
be authorized to perform individual
supervision. Such an SB member is
bound by the non-compete
obligation,

e) Term of office — no longer than five
years,

No right of any shareholder to request
that a registry court appoint an auditor to
examine the accounts and operations of
the company.

supervision by

General Meeti

ng of Shareholders

Minutes drawn up by a notary only if the

Minutes drawn up by a notary.

1102077_v_15
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articles are being amended, otherwise in
writing.

Held in the company’s registered office or
in any other place on the territory of
Poland, if so provided by the articles
of association or when all shareholders
agree to it in writing.

Held in the company’s registered office or
in any other place on the territory of
Poland, if so provided by the statute.
Shareholders may participate in general
meetings by means of electronic
communication, if the statute provides so.

Exclusion from the company

Right to seek expulsion of
a shareholder by the court by the rest of
shareholders if their shares amount to
more than 50% of share capital. The
Articles of Association may entitle the
smaller number of shareholders to seek
the expulsion of a shareholder,
nevertheless they have to represent more
than 50% of share capital.

The court may rule on the expulsion of
shareholder only if it is justified by
significant reasons.

Resolution of general meeting of
shareholders on forced buyout of shares
of shareholders representing not more
than 5% of the share capital held by
shareholders holding a total of not less
than 95% of the share capital.

Company liability

The Company is liable for its debts and obligations with its whole property without any

limitations.

Liability of Shareholders and Management Board

The shareholders are not liable for the
obligations and debts of the company.

The members of the management board
are jointly and severally liable for the
obligations of the company if recovery
against the company was not effective.

However, any member of the
management board may release himself
from liability by showing that a petition
for declaration of bankruptcy was filed or,
at the same time, a decision was issued
to open restructuring proceedings or to
approve the arrangement in the approval
of the arrangement, or that a failure to
file

a petition for declaration of bankruptcy or
institute arrangement proceedings was
not due to his fault, or that the creditor
suffered no damage even though no
petition for bankruptcy was filed or
no arrangement proceedings were
instituted.

Management board liable to the company
on the basis of culpability for damage

The shareholders are not liable for the
obligations and debts of the company.

No liability of the management board for
the obligations of the company.

Management board liable to the company
on the basis of culpability for damage
caused by action or negligence against
the law or the company’s statute. Liability
of the management board for damage
caused to the company time-barred after
three years from the date on which the
company learnt of the damage and of the
liability of the management board for
damage caused to the company time-
barred after three years from the date on
which the company learnt of the damage
and of the person liable to redress it.
However, in any case, a claim shall be
time-barred after five years from the date
of the event which caused the damage.
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caused by action or negligence against
the law or the company’s articles. Liability
of the management board for damage
caused to the company time-barred after
three years from the date on which the
company learnt of the damage and of the
person liable to redress it. However, in
any case, the claim shall be time-barred
after ten years from the date of the event
which caused the damage.

Tax

As a result of conducted business activity, the companies are subject to Corporate Income Tax
(CIT).
The company may be subject to VAT and excise duties.

5.2 Limited liability company

Limited liability company

Preferred form of business activity

e  Business activity conducted by a limited number of shareholders.
e  Shareholders who want:
a) to have direct supervision over the company’s business,

b) to limit their risk (liability) to assets involved in the company as contributions (lack of
shareholder’s liability for the company’s obligations with his personal assets).

e Smaller scale of business. A limited liability company may be formed for any legally
permissible purpose.

Business name

e Can be chosen freely, however should contain an additional designation ,spdtka
Z ograniczong odpowiedzialnoscig”.

e The abbreviated designations ,spdtka z 0.0.” or ,sp. z 0.0.” may be used in business
dealings.

Legal status of the company

Commercial company.

Legal personality

It has legal personality.

Relevant register

Entrepreneurs’ register of the National Court Register (KRS).
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Competent registry court

District court competent for the registered office of the company.

Shareholders

One or more entities from among:
a) natural persons,
b) legal persons,

c) organizational units without legal personality to which the applicable laws have
granted legal capacity.

A limited liability company may not be formed solely by another single-shareholder limited

liability company. However, a single-shareholder limited liability company may become

a sole shareholder of a limited liability company by acquisition of all of the shares therein.

Duration of the company

Definite term (including the time required to perform a specific task) or indefinite term.

It becomes a separate legal entity from the moment of conclusion of the articles of
association — so called limited liability company in organization. It gains legal personality
upon entry into the National Court Register.

Articles of association of the company

Must be prepared in a form of a notarial deed or will be invalid otherwise.

The articles of association should specify, as a minimum:

a) the business name and registered office of the company,

b) the corporate purpose of the company,

¢) the amount of the share capital,

d) whether the shareholder may hold more than one share,

e) the number and nominal value of shares taken up by individual shareholders,
f)  duration of the company, if definite.

Amending the provisions of the articles of association requires the resolution of the
shareholders’ meeting taken by a 2/3 majority, unless the articles of association provide for
stricter requirements. A resolution which would result in broader scope of shareholders'
duties or a restriction of rights attached to shares or rights conferred upon particular
shareholders requires the consent of all shareholders concerned.

The articles of association may also be concluded using the articles of association form
available in the IT system (https://ekrs.ms.gov.pl), with a qualified electronic signature, a
trusted signature or a personal signature. Conclusion of the articles of association using the
form requires the articles of association form to be filled, after prior registration (creation of
account), in the IT system of the Ministry of Justice — system S24.

Actions required to establish a company

Adopting the articles of association in a form of a notarial deed.
The contributions by shareholders of the entire share capital and the share premium
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(difference between the price at which the shares are acquired and their nominal value).
The appointment of a management board.

The appointment of a supervisory board or auditors' committee — obligatory only when all
of the following circumstances occur jointly:

a) share capital exceeds PLN 500,000,
b) number of shareholders exceeds 25.

Registration in the entrepreneurs’ register of the National Court Register (KRS) within
6 months from the conclusion of the articles of association.

It is also possible to file an electronic application to register the limited liability company
through the Internet (e-registration) — the articles of association are concluded using the
electronically available articles of association form (it is not necessary to conclude articles of
association in a form of notarial deed).

The contract of limited liability company is subject to tax on civil law transactions (transfer
tax). The tax rate is 0.5% of the company's share capital.

Company in organization (prior to registration in KRS)

Represented by the management board or by a proxy appointed by a unanimous resolution
of the shareholders.

A change of the limited liability company agreement in an organisation requires the

conclusion of a contract by the partners. This requirement does not apply to changes to the
articles of association concluded using the template agreement.

Average time required to register

The average time required to register a limited liability company is approximately 3 weeks.

Shareholders’ contributions

A non-transferable right or performance of work or services cannot be the object of
a contribution.

In the event that a shareholder made a defective in-kind contribution, he shall compensate
the company for the difference between the value assumed in the articles of association
and the sales value of the contribution. The articles of association of the company may
provide that, in such circumstances, the company shall also have other rights.

Where a shareholder pays for his shares in the company fully or partially with an in-kind
contribution, the articles of association shall specify in detail the object of the in-kind
contribution and the identity of the shareholder making such contribution, as well as the
number and nominal value of shares taken up in exchange for the contribution.

Shareholders’ share in profits and losses

A shareholder shall have the right to participate in profit shown in the annual financial
statements and intended for distribution according to a resolution of the shareholders'
meeting.

Profit attributable to shareholders shall be distributed in proportion to the number of shares
held. The articles of association may provide for a different method of profit distribution.

Shareholders do not participate directly in covering the losses of the company. However,
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profit to be paid to shareholders in a given year shall be diminished by uncovered losses.

Share capital

The minimum share capital is PLN 5,000.

The nominal value of a share may not be lower than PLN 50.

The company’s share capital:

a) is divided into shares of equal or unequal nominal value — determined by the articles of
association,

b) if a shareholder may hold more than one share, all shares in the share capital are
equal and indivisible,

c) shall be fully paid prior to the registration of the company in the National Court
Register.

Increase of the share capital

Modes of increasing the share capital:

a) under the unchanged provisions of the articles of association (statement on
subscription of new shares in writing; subscription of shares only by the existing
shareholders in proportion to the shares held),

b) by amendment of the articles of association (form of a notarial deed; in this mode the
shareholders may subscribe for shares disproportionately to the number of the shares
held and a new shareholder may enter the company).

Manners of covering the increased share capital:

a) making new contributions by the shareholders,

b) employing the company’s funds (accumulated on spare or reserve capital created from

the profit of the company) — new shares attributed only to the existing shareholders in
proportion to the shares held; new shares do not need to be subscribed for.

Shares

Non-material nature - shareholders are entered in the share register kept by the
management board.

A share purchase agreement/pledge agreement:
a) in writing with signatures certified by a notary or will be invalid otherwise,

b) effective with respect to the company as of the notification by the seller or purchaser
(providing the company with a proof of conclusion of the agreement is necessary).

Selected rights and obligations of shareholders

The possibility of establishing preference shares with regard to:
a) the right to vote — a maximum of 3 votes per share,

b) the right to dividend — up to 150% of the dividend designated to non-preference
shares,

c) the distribution of the company’s assets in case of its liquidation.
Additional payments of shareholders to the company:
a) have to be expressly provided for in the articles of association in order for the
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b)

0)

d)

shareholders’ meeting being able to adopt them,

imposed by the resolution of the shareholders’ meeting in proportion to shares held by
each shareholder, within the specified limits,

do not increase the company’s share capital, but are transferred to the company’s
reserve capital,

may be returned to shareholders on the basis of the resolution of the shareholders’
meeting.

Dividend and advance payment

e Distribution of a dividend:

a)

b)

<)

d)

Entitled to a dividend for a given financial year are partners whose shares were vested
on the day of adoption of the resolution on the distribution of profit,

The articles of association can authorise the shareholders' meeting to determine the
day on which the list of partners entitled to the dividend for a given financial year is
determined (the dividend day),

If the resolution of the shareholders' meeting does not specify the date of the dividend,
the day of adopting the resolution on the distribution of profit is the dividend day,

The ddividend is paid on the day specified in the resolution of shareholders. If the
shareholders' meeting does not specify the date of payment of the dividend, its
payment should take place immediately after the dividend day.

e Payment of the advance:

a)

b)

The company may pay an advance on the anticipated dividend if its approved financial
report for the previous financial year shows a profit. The advance may amount to at
most half of the profit earned from the end of the previous financial year, plus reserve
capital created from profit, which the management board may use to distribute
advances, and reduced by uncovered losses and own shares,

If in a given financial year an advance payment towards the dividend was paid to
shareholders and the company recorded a loss or achieved a profit in an amount lower
than the advances paid, the partners shall pay advances in: (i) total - if loss is recorded
or (ii) the part corresponding to the amount exceeding the profit attributable to the
shareholder for a given financial year - in the case of making a profit in an amount
lower than the advance payments paid towards the anticipated dividend.

Management board
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Consists of one or more members (only natural persons with full capacity for legal actions).
The Management may be appointed from among partners or from outside.

Period of holding office — no time limits; the articles of association may provide for an
appointment for an indefinite period of time; unless otherwise stated in the articles of
association, the mandate of a management board member expires on the day of holding
the shareholders’ meeting approving the financial statements for the first full financial year
of exercising the function of management board member.

Non-competition obligation — by law.
The Management prepares the financial report in an electronic statement and submits it via

the S24 system together with a qualified electronic signature or signature confirmed by the
trusted ePUAP profile.

If as a result of the resignation of a member of the management board no mandate on the
board would be filled, the member of the management board resigns to the shareholders,
at the same time convening the shareholders' meeting, unless the articles of association
provide otherwise. An invitation to the shareholders' meeting includes a statement on the
resignation of a member of the management board. The resignation is effective on the day
following the day on which the shareholders' meeting was called.

Supervision

Shareholder’s right of individual supervision over the company:
a) conferred upon each shareholder,

b) in case the supervisory board is established, the right may be restricted or excluded by
the articles of association,

c) the right of a shareholder (shareholders) representing at least one-tenth of the share
capital to request that a registry court appoint an auditor to examine the accounts and
operations of the company cannot be excluded.

The supervisory board/auditors’ committee:

a) obligatory (one of them) only when the share capital exceeds PLN 500,000 and the
number of shareholders exceeds 25,

b) shall comprise at least 3 members,
c) is not entitled to issue binding instructions to the management board concerning
running the company’s affairs,

d) period of holding office — unless otherwise stated in the articles of association, the
mandates of supervisory board (audit committee) members expire on the day of
holding the shareholders” meeting approving the financial statements for the first full
financial year of exercising the function of a member.
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Shareholders’ meeting

Minutes of the shareholders’ meeting:

a) as a principle — in writing,

b) amendment of the articles of association — a form of a notarial deed.

The venue of the shareholders’ meeting:

a) location where the company has its registered office,

b) other place within the territory of Poland — only if permitted by the articles of
association or when all of the shareholders agree in writing.

A partner or partners who have demanded that an extraordinary general meeting of

shareholders be convened have the exclusive right to revoke it.

Shareholders may adopt all resolutions at a distance; this also means remote voting at the

annual ordinary shareholders' meetings.

Tax

The company is a taxpayer of the corporate income tax (CIT) - at the rate of 19% or 9%
(depending on the scale of business and period of activity)

The company may be subject to VAT and excise duties.

Liability of the company

The company is liable for its debts and obligations with its whole property without any
limitations.

Liability of the shareholders

Shareholders do not bear any liability for the company’s obligations. Their risk is limited to
funds involved in the company by virtue of contributions or additional payments.

Liability of the members of the management board for the company’s
obligations

Joint and several liability towards the company’s creditors:

due to submission of false information in the statement on coverage of share capital (if

contributions made were incomplete, non-existent, in-kind contribution was overvalued,

etc.) — for a period of 3 years following the registration of the company or registration of
the increase of the share capital,

due to ineffective execution from the assets of the company, unless:

a) in a proper time request from a declaration of bankruptcy was submitted or, at the same
time, a decision was issued to open restructuring proceedings or to approve the
arrangement in the approval of the arrangement,

b) the failure to file an application for declaration of bankruptcy or to initiate

arrangement
proceedings was not due to fault of a member of the management board,

c) despite failure to file an application for declaration of bankruptcy or to initiate

arrangement proceedings the creditor has not incurred any loss.

22

1102077_v_15




= <]

FURTEK KOMOSA
ALEKSANDROWICZ

Exclusion of shareholder

Action (suit) for exclusion of a shareholder from the company:

a) principle: exclusion has to be claimed by all remaining shareholders, holding together
more than 50% of shares,

b) the articles of association may provide that smaller number of shareholders (however
holding always more than 50% of shares) may submit a demand for exclusion — all the
remaining shareholders shall be sued in such a case.

The court may order the exclusion only for valid reasons.

Transformation/merger/division / liquidation

The following actions must be taken to transform a civil partnership into a limited liability

company:

a) convert the articles of association of a civil law partnership into the articles of
association of a limited liability company (including a fulfiiment of other requirements
related to formation of a limited liability company),

b) enter the limited liability company in the National Court Register.
A limited liability company:

a) may merge with another commercial company and partnerships,
b) may be divided into two or more companies,

c) may be converted into any other commercial partnership or corporation (general
partnership, professional partnership, limited partnership, limited joint-stock
partnership, joint-stock company).

Responsibility for the liabilities assigned in the division plan to the acquiring company or the
company newly established for three years from the date of the announcement of division
will be borne jointly by the companies to which the assets of the divided company and the
divided company were transferred.

The manner of representation of the company in liquidation is specified in the articles of
association, the shareholders' resolution or the court's decision. In any case, the court may
change the way the company is represented in liquidation.

Obligatory form

A capital company (LLC or JSC) is the obligatory form of conducting business activity for
lending institutions.

5.3

Joint-stock company

JOINT-STOCK COMPANY

Preferred form of business activity

Business venture with many shareholders.

Where supervision over the company’s business is to be carried out only by the
supervisory board.

Large scale of business.
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Companies contemplating an IPO.
Obligatory form for banks, insurance companies, pension societies.

Business name

n

Can be chosen freely, however should contain an additional designation “spdtka akcyjna”.
The abbreviated designation “S.A.” may be used in business dealings.

Legal status of the company

Commercial company.

Legal personality

It has legal personality.

Relevant register

Entrepreneurs’ register of the National Court Register (KRS).

Competent registry court

District court competent for the registered office of the company.

Founders

One or more entities from among:
a) natural persons,
b) legal persons,

C) organizational units without legal personality to which the applicable laws have
granted legal capacity.

A joint-stock company may not be formed solely by a single-shareholder limited liability

company. However, a single-shareholder limited liability company may become a sole

shareholder of a joint-stock company by acquisition of all of the shares therein.

Duration of the company

Definite term (including the time required to perform a specific task) or indefinite term.

It becomes a separate legal entity from the moment of conclusion of the statute of the
joint-stock company — so called joint-stock company in organization. It gains legal
personality upon entry into the National Court Register.

Statute of the company

Must be prepared in a form of a notarial deed or will be invalid otherwise.
The statute should specify, as a minimum:

a) the business name and registered office of the company,

b) the corporate purpose of the company,
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c) duration of the company, if definite,

d) the amount of the share capital and the amount of the capital paid up prior to the
registration,

e) the nominal value and number of shares with indication whether the shares are
registered shares or bearer shares,

f) the number of shares of a given class and the rights attached thereto, if shares of
different classes are to be issued,

g) full names or business names of the founders,

h) the number of members of the management board and the supervisory board or,
alternatively, at least the minimum or maximum number of members thereof and the
entity authorised to appoint members of these authorities,

i) the journal for the company's announcements, if the company intends to publish its
announcements in other journals apart from the Court and Economic Journal (Monitor
Sadowy i Gospodarczy).

Moreover, in order to be legally effective with respect to the company, the statute shall

also contain provisions on:

a) number and types of entitlements to participate in the company's profit or distribution
of the company's assets and of rights related thereto,

b) any and all obligations towards the company resulting from shares held, except for
the obligation to pay for shares,

c) conditions and manner of share redemption,

d) any restrictions on share transferability,

e) personal rights conferred upon shareholders,

f) at least the estimated total costs incurred or charged to the company in connection
with its establishment.

Amending the provisions of the statute requires the resolution of the general meeting of
shareholders taken by a 3 majority, provided that a resolution which would result in
a broader scope of shareholders' duties or a restriction of rights attached to shares or
rights conferred upon particular shareholders shall require the consent of all shareholders
concerned.

Actions required to establish a company

Adopting the statute of the company in a form of a notarial deed.

Subscription of all shares in the company by the shareholders.

Making contributions by the shareholders:

a) shares acquired for cash — the obligation to pay at least ¥4 of their nominal value,

b) shares acquired for in-kind contributions or for in-kind contributions and cash — the
requirement to cover the share capital at least at PLN 25,000; the obligation to cover
the shares acquired for in-kind contributions in full within one year from the
registration of the company,

c) the share premium (the difference between the issue price and the nominal value of
the shares) must be fully paid before registration of the company.

The appointment of a management board.

The appointment of a supervisory board.
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The entry of the company in the register of entrepreneurs of the National Court Register
(KRS).

The statute is subject to tax on civil law transactions (transfer tax). The tax rate is 0.5%
of the company's share capital.

Company in organization (prior to registration in KRS)

Until the appointment of the management board, the company is represented by all
founders acting jointly or a proxy appointed by a unanimous resolution of the founders.

Average time required to register

The average time required to register a joint-stock company is approximately 3 weeks.

Shareholders’ contributions

A non-transferable right or performance of work or services cannot be the object of
a contribution.

In the event that a shareholder made a defective in-kind contribution, he shall compensate
the company for the difference between the value assumed in the statute of the company
and the sales value of the contribution. The statute of the company may provide that, in
such circumstances, the company shall also have other rights.

If in-kind contributions are envisaged, the founders shall draw up a written report which
shall detail in particular:

a) the object of in-kind contributions, as well as the nhumber and classes of shares and
other entitlements to participate in the company's profit or in the distribution of the
company’s assets in exchange for such in-kind contributions,

b) the persons making in-kind contributions,
c) the employed method of valuation of the in-kind contributions.
Such report, as a rule, should be audited by a statutory auditor.

Shareholders’ share in profits and losses

Shareholders shall have the right to participate in profit shown in the annual financial
statement, which was audited by a statutory auditor, and intended for distribution
according to a resolution of the general meeting of shareholders.

Profit shall be distributed in proportion to the number of shares. Where shares are not fully
paid up, profit shall be distributed in proportion to the payments made for shares.

The statute may provide for a different method of profit distribution.

Shareholders do not participate directly in covering of the losses of the company.
However, profit to be paid to shareholders in a given year shall be diminished by
uncovered losses.

Share capital

The minimum share capital is PLN 100,000.
The nominal value of a share may not be lower than PLN 0.01.
The share capital is divided into shares of equal nominal value.

26

1102077_v_15




= <]

FURTEK KOMOSA
ALEKSANDROWICZ

Mandatory verification by the auditor of the value of in-kind contributions made to the
company. The obligation is excluded in respect of contributions, the value of which has
already been reliably established (e.g. in the financial statement).

Increase of the share capital

Modes of increasing the share capital:

a) on the basis of shareholders’ resolution through new contributions or from the
company’s funds (spare or reserve capital created from the profit of the company),

b) on the basis of the management board’s resolution (within the so called authorized
share capital); the management board has to be explicitly authorized to do so by the
resolution of the general meeting of shareholders adopted by a majority of 34 of
votes.

The shareholders may be deprived of pre-emptive rights (priority of existing shareholders
in subscribing for new shares) in full or in part - a resolution of the general meeting of
shareholders adopted by a majority vote of 4/5 is necessary (also in case of increasing the
share capital under the management board’s resolution within the authorised capital -
however the statute may authorize the management board to deprive the shareholders of
the pre-emptive rights in full or in part with a consent of the supervisory board, without
the resolution of the general meeting of shareholders).

Shares

The registered shares or bearer shares.
The issuance of share certificates to shareholders:

a) the bearer share certificates may not be issued before full payment is made; as
a proof of partial payment, registered temporary certificates shall be issued,

b) the registered share certificates may be issued before full payment — an exception:
the shares subscribed for in-kind contributions shall remain in the partnership until
the date of approval by the earliest ordinary general meeting of shareholders of the
financial statement for the financial year in which such shares have been paid for.

Share register:

a) is kept obligatorily by the management board,

b) contains the entries of registered shares and temporary certificates,
c) may be kept in paper or in electronic form.

The shares are indivisible. They may be issued in collective share certificates.
The transfer of shares:

a) the transfer of a registered share or a temporary certificate requires: (i) a
written declaration either in the share certificate or in the temporary
certificate, or in a separate instrument, and (ii) the transfer of possession of
the share or the temporary certificate,

b) the transfer of a bearer share requires the transfer of possession of the
bearer share certificate.

Selected rights and obligations of shareholders

The possibility of establishing preference shares with regard to:

27

1102077_v_15




= <]

FURTEK KOMOSA
ALEKSANDROWICZ

a) the right of vote — a maximum of 2 votes per share,

b) the right to dividend — up to 150% of the dividend designated to non-
preference shares; this restriction does not apply to shares without the right
of vote (so called non-voting shares),

c) the distribution of the company’s assets in case of its liquidation.

The statute may limit the voting rights of shareholders possessing more than 1/10 of the
total number of votes. The limitation may only apply to the exercise of the voting rights
attached to shares above the limit of votes provided for in the statute.

Management board

Consists of one or more members (only natural persons with full capacity for legal
actions).

Period of holding office — a maximum of 5 years.
Non-competition obligation — by law.
Prepares the financial statement in electronic form and submits it via the S24 system

together with a qualified electronic signature or signature confirmed by the trusted ePUAP
profile.

If, as a result of the resignation of a member of the management board, no mandate on
the board was filled, the board member resigns to the supervisory board.

If no mandate on the supervisory board is filled, a member of the management board
resigns to the shareholders, convening a general meeting at the same time, unless the
articles of association stipulate otherwise. The announcement on the general meeting also
includes a statement on the resignation of the member of the management board. The
resignation is effective on the day following the day on which the general meeting was
convened.

Supervision

No individual supervision right of a shareholder over the company.

The supervisory board:

a) obligatory establishment of the supervisory board,

b) shall comprise at least 3 members; in the case of public companies — at least
5 members,

c) is not entitled to issue binding instructions to the management board
concerning running the company’s affairs,

d) upon demand of the shareholders, representing at least 1/5 of the share
capital, the election of the supervisory board shall be made by the next
general meeting of shareholders by way of separate groups’ voting, even if
the statute provides for a different procedure for appointing the supervisory
board,

e) period of holding office — a maximum of 5 years.

General meeting of shareholders

The minutes of the general meeting of shareholders shall be drawn up in a form of
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a notarial deed.
e  The venue of the meetings:
a) location where the company has its registered office,
b) other place within the territory of Poland — only if permitted by the statute.
e Participation in the general meeting of shareholders:
a) possibility to participate by means of electronic communication, if the statute
provides so,
b) possibility to vote by correspondence, if the general meeting’s bylaws provide
So.

Tax

The company is a corporate income tax payer - the tax rate is 19% or 9% (depending on
the size of business and its duration).

The company may be subject to VAT and excise duties.

Liability of the company

The company bears unlimited liability for its obligations up to the full value of all of its
assets.

Liability of the shareholders

The shareholders are not liable for the obligations of the company. The shareholders’ risk
arising from the participation in the company is limited to the capital invested in the
subscription or purchase of shares.

Liability of the members of the management board for the company’s obligations

e Liability towards the company’s creditors for submission of false information:

a) false information on making payments for the shares, required by statute, in-
kind contributions at the formation of the company or at the increase of its
capital,

b) joint and several liability for all the company’s obligations for a period of 3
years following the registration of the company or registration of the increase
in the share capital.

e Liability towards the creditors for the damage caused as a result of failure to request for

a declaration of bankruptcy within the period of two weeks following the day on which the
grounds for the declaration of bankruptcy occurred.

Exclusion from the company

The squeeze-out of shares of shareholders representing no more than 5% of the share
capital by not more than 5 shareholders holding jointly not less than 95% of the share
capital.

Transformation/merger/division / liquidation

29

1102077_v_15




= <]

FURTEK KOMOSA
ALEKSANDROWICZ

The following actions must be taken to transform a civil partnership into a limited joint-

stock partnership:

a) convert the articles of association of a civil law partnership into the statute of
a joint-stock company (including a fulfilment of other requirements related to
formation of a joint-stock company),

b) enter the joint-stock company in the National Court Register.

A joint-stock company:

a) may merge with another commercial company and partnerships,
b) may merge with the European company,

c) may be divided into two or more companies. If the share capital is not
covered in full division is not allowed.

d) may be converted into any other commercial partnership or corporation
(general partnership, professional partnership, limited partnership, limited
joint-stock partnership, limited liability company).

It is acceptable for the party who is in opposition to the litigation of the newly-

formed company to replace the joint company in a situation when the newly

created company has taken over the asset which is the subject of the dispute.

Liability for obligations assigned in the division plan to the acquiring company or a
company newly established for three years from the date of the announcement of
division will be borne jointly by the companies to which the assets of the divided
company were transferred.

The manner of representation of the company in liquidation is specified in the
articles of association, shareholders' resolution or court ruling. In any case, the
court may change the way the company is represented in liquidation.

Partnerships
General partnership

GENERAL PARTNERSHIP

Preferred form of business activity

Relatively small-scale business activity (microbusinesses, small businesses) conducted by
at least two entities.

Model partnership — regulations on general partnerships apply accordingly to professional
partnerships and limited partnerships and, to a certain extent, to limited joint-stock
partnerships.

Business name

Should contain the surname or business name of at least one of the partners and an
additional designation of the legal form “spétka jawna” (general partnership).

The abbreviated designation “sp. j.” may be used in business dealings.

Legal status of the partnership
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Commercial partnership.

Legal personality

It has no legal personality but it does have:

legal capacity — may acquire rights and incur obligations on its own behalf (e.g. under
agreements, as a result of acts of unfair competition, unjust enrichment, damage inflicted
as a result of business operations),

judicial capacity (may be a party to court proceedings) and procedural capacity (may
appear before a court independently to defend its interests).

Relevant register

Entrepreneurs’ register of the National Court Register (KRS).

Competent registry court

District court competent for the registered office of the partnership.

Minimum capital requirement

There is no minimum capital requirement.

Founders/Partners

At least two founders from among:

a) natural persons,

b) legal persons,

c) organisational units without legal personality to which the applicable laws have
granted legal capacity.

A general partnership may be established by and between different types of entities, e.g.

a natural person and a legal person.

Duration of the partnership

Definite term (including the time required to perform a specific task) or indefinite term.
It enters into effect upon entry into the National Court Register.

Articles of association of a general partnership

Must be prepared in writing or will be invalid otherwise. Furthermore, if a partner’s
contribution to the partnership is:

a) real property — the articles of association should be concluded in the form of a
notarial deed,

b) a business (or its organised part) — the articles of association should be concluded in
writing, with notarised signatures.

The articles of association should specify, as a minimum:
a) the business name and registered office of the partnership,
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b) the type of contribution made by each partner and its value,
c) the corporate purpose of the partnership,
d) duration of the partnership, if stated.

Amending the articles of association - also in writing or invalid otherwise, upon approval by
all of the partners, unless the articles of association stipulate other terms of amending the
articles of association (e.g. by a specified majority of votes).

Actions required to establish a general partnership

The partners conclude articles of association (in person or through authorised
representatives).

The partnership is submitted to the competent registry court by one of the partners. After
registering the partnership, an application should be made to the appropriate tax office
with respect to so-called supplementary data not covered in the entry in the National Court
Register.

The registry court enters the partnership in the National Court Register — as of this
moment the partnership is established.

It is also possible to submit an electronic application to register the partnership online (e-
registration) — the articles of association are concluded with the use of electronically
available model articles of association (it is not necessary to conclude the articles in written
form).

The contract of general partnership is subject to tax on civil law transactions (transfer tax).
The tax rate is 0.5% of the value of contributions to a partnership.

Average time required to register

The average time required to register a general partnership is approximately 2 — 3 weeks.

Until it is entered in the National Court Register, the partnership does not formally exist
and cannot conduct business activity.

Partners’ contributions

Partners may contribute:

a) property,
b) rights, e.g. economic copyrights,
C) services.

A partner’s share in the partnership’s capital:
a) corresponds to the amount of the actual contribution made,
b) may be decreased upon approval by the remaining partners.

The articles of association may state that a partner’s share in the capital equals zero
(e.g. when the contribution involves providing services). However, the rules for calculating
a partner’s liquidation share must be specified.

Partners are neither authorised nor required to increase the agreed contribution.

If the articles of association are concluded or amended using the electronic system,
a partner’s contribution can only be money.

Partners’ share in profits and losses
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e  Distribution of profits among partners:
a) may be set forth in the articles of association,

b) in the absence of relevant contractual provisions — each partner has an equal share,
regardless of the type and value of their contribution.

e A partner cannot be fully excluded from participating in the partnership’s profits.

e  Partners have the right to demand distribution and disbursement of all of the profits at the
end of each financial year.

e Partners have the right to demand annual disbursement of 5 per cent interest (or any
other amount of interest, as specified in the articles of association) on their share in the
capital:

a) even if the partnership has incurred a loss,
b) the articles of association may eliminate this right.

e The partnership’s loss, which leads to decreasing the current carrying amount of
contributions — profit is first allocated towards supplementing a partner’s depleted share.

e  The articles of association may exempt a partner from participating in losses.

Right to represent the partnership

e Each partner may represent the partnership individually unless the articles of association
set forth different rules for representing the partnership.

e A partner may be deprived of the right to represent the partnership:
a) by the articles of association,
b) by a court decision (only for valid reasons).

e  Commercial proxy (specific commercial authorisation):

a) approval by all partners authorised to run the partnership’s affairs is required to
establish a commercial proxy,

b) a decision of one partner authorised to run the partnership’s affairs is required to
revoke it.

Running the partnership’s affairs

e  The partnership’s affairs cannot be entrusted solely to parties other than the partners.
e The right and obligation of each partner to conduct the partnership’s affairs.
e  Partners are not compensated for running the partnership’s affairs.

e  Conduct of the partnership’s affairs may be entrusted to one or more partners (to the
exclusion of others):

a) under the articles of association,
b) pursuant to a resolution of the partners.

e A partner authorised to run the partnership’s affairs does not require a resolution to
perform an urgent action, which, if omitted, could result in serious damage for the
partnership.

e  Scope of authorisation to run the partnership’s affairs:

a) day-to-day management — may be conducted by any partner not excluded from
running the partnership’s affairs, with the stipulation that the articles of association
may state that a resolution of the partners is required,

b) activities beyond day-to-day management — approval by all partners, including
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partners prevented from running the partnership’s affairs, is required.

Before an individual partner handles a matter falling within the scope of day-to-day
management, any of the remaining partners may oppose its handling — in such cases,
a prior resolution of the partners is required.

If a resolution is required in matters not exceeding the partnership’s ordinary activities,
a unanimous vote by all partners authorised to run the partnership’s affairs is required.

The right to run the partnership’s affairs (and a partner’s exemption from that obligation)
may be taken away from a partner for valid reasons, under a binding court decision.

The necessity to prepare the financial statement in electronic form and submit it via the
S24 system together with a qualified electronic signature or a signature confirmed by the
trusted ePUAP profile.

Tax

The general partnership is not deemed a taxpayer of income tax, but is required to
maintain tax ledgers which allow to calculate the income of the partnership.

Income tax is paid by the partners of the partnership, who generate income from a
transparent entity without legal personality. The applicable tax rate depends on the
individual situation of the partner.

A civil partnership may be subject to VAT and excise duties.

Liability of the partnership

The partnership bears unlimited liability for its obligations up to the full value of all of its
assets.

Liability of the partners

A partner’s liability for the partnership’s obligations — description:
a) unlimited — with respect to all of the partnership’s obligations,
b) personal — up to the full value of all of the partner’s assets,

c) joint and several — a creditor may request that an entire claim be satisfied from one,
several or all of the partners,

d) subsidiary — a creditor may enforce claims against a partner if enforcement from the
partnership’s assets proves ineffective. However, a lawsuit may be filed against
a partner at an earlier time, i.e. before enforcement from the partnership’s assets is
found to be ineffective.

Liability for obligations incurred before entering the partnership in the register:

a) is borne by all persons that acted on behalf of the partnership after it was founded
but before it was entered in the register,

b) is unlimited,

c) is personal,

d) isjoint and several,

e) is primary (not subsidiary).

Any person acceding to a partnership is liable for the obligations of the partnership
incurred before the date of accession.

Contribution of a business to the partnership by a sole trader partner:
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a) the remaining partners are liable for the obligations incurred in running that business
before the date of establishing the partnership;

b) their liability is limited to the value of the contributed business.

A partner’s accession to/exit from the partnership

A new entity may enter into all of the rights and obligations of a current partner provided
that:

a) such an option is clearly stipulated in the articles of association, and

b) it is approved in writing by all the remaining partners (the articles of association may
provide different provisions regarding partners’ approval).

Joint and several liability of an existing partner and acceding partner for:
a) the obligations of the exiting partner related to participating in the partnership,
b) the obligations of the partnership.

Termination by a partner of the articles of association concluded for an indefinite term —
six months before the end of the financial year.

Accession to the partnership by a new partner is possible solely upon amending the

articles of association:

a) unless the articles of association provide otherwise - upon approval by all existing
partners,

b) if the articles of association eliminate the requirement to obtain unanimous approval

from all partners - upon approval by the majority of the partners’ votes as stated in
the articles of association.

Transformation/merger

The following actions must be taken to transform a civil partnership into a general
partnership:

a) convert the articles of association of a civil partnership into the articles of association
of a general partnership — in that event the articles of association of a general
partnership must not be concluded using the model articles of association,

b) enter the general partnership in the National Court Register.
A general partnership:

a) may be converted into any other commercial partnership or corporation (professional
partnership, limited partnership, limited joint-stock partnership, limited liability
company, joint-stock company),

b) may merge with another partnership solely by forming a corporation,

c) may merge with corporations (if a corporation acquires the general partnership or if
the merging entities form a new corporation),

d) is not subject to division.

6.2 Professional partnership

PROFESSIONAL PARTNERSHIP

Preferred form of business activity
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Business activity conducted solely by persons who have the right to practise a freelance
profession (e.g. physician, architect, securities broker). Freelance professionals may choose
another form of business activity as well.

May be formed for the purpose of practising more than one freelance profession.

Business name

Should contain the surname of at least one of the partners and an additional designation
"i partner" (and partner) or "i partnerzy" (and partners) or "spotka partnerska" (professional
partnership) and a specification of the freelance profession practised in the partnership.

The abbreviated designation “sp. p.” may be used in business dealings.

A business name with designation "i partner" (and partner) or "i partnerzy" (and partners)
or "spdtka partnerska" (professional partnership) and the abbreviation "sp. p." may be used
exclusively by a professional partnership.

Legal status of the partnership

Commercial partnership.

Legal personality

It has no legal personality, but it does have:

legal capacity — may acquire rights and incur obligations on its own behalf (e.g. under
agreements, as a result of acts of unfair competition, unjust enrichment, damage inflicted as
a result of business operations),

judicial capacity (may be a party to court proceedings) and procedural capacity (may appear
before a court independently to defend its interests).

Relevant register

Entrepreneurs’ register of the National Court Register (KRS).

Competent registry court

District court competent for the registered office of the partnership.

Minimum capital requirement

There is no minimum capital requirement.

Founders/Partners

At least two natural persons who have the right to practise freelance professions specified in
the legal provisions.

The partners of a professional partnership are called "partnerzy".

Duration of the partnership

36

1102077_v_15



= <]

FURTEK KOMOSA
ALEKSANDROWICZ

Definite term (including the time required to perform a specific task) or indefinite term.
It enters into effect upon entry into the National Court Register.

Articles of association of a professional partnership

Must be prepared in writing or will be invalid otherwise. Furthermore, if a partner’s
contribution to the partnership is:

c) real property, the articles of association should be concluded in the form of a notarial
deed,

d) a business (or its organised part), the articles of association should be concluded in
writing, with notarised signatures.

The articles of association should specify, as a minimum:

a) the specification of the freelance profession practised by the partners within the
partnership,

b) the business name and registered office of the partnership,
c) the type of contribution made by each partner and its value,
d) the corporate purpose of the partnership,

e) duration of the partnership, if stated,

f) if the partnership is represented only by some of the partners, full names of those
partners,

g) full names of the partners who bear unlimited liability for the obligations of the
partnership, if the articles of association provide so.

Amending the articles of association — also in writing or invalid otherwise, upon approval by

all of the partners, unless the articles of association stipulate other terms of amending the

articles of association (e.g. by a specified majority of votes).

Actions required to establish a professional partnership

The partners conclude articles of association (in person or through authorised
representatives).

The partnership is submitted to the competent registry court by one of the partners. The
application includes documents certifying each partner's authorisation to practise a freelance
profession. After the partnership is registered, a submission must be made to the relevant
tax office regarding so-called supplementary data which are not entered in the National
Court Register.

The registry court enters the partnership in the National Court Register — as of this moment
the partnership is established.

The contract of professional partnership is subject to tax on civil law transactions (transfer
tax). The tax rate is 0.5% of the value of contributions to a partnership.

Average time required to register

The average time required to register a professional partnership is approximately 2 — 3
weeks.

Until it is entered in the National Court Register, the partnership does not formally exist and
cannot conduct business activity.
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Partners’ contributions

Partners may contribute:

a) property,
b) rights, e.g. economic copyrights,
C) services.

A partner’s share in the partnership’s capital:

a) corresponds to the amount of the actual contribution made,

b) may be decreased upon approval by the remaining partners.

Partners are neither authorised nor required to increase the agreed contribution.

Partners’ share in profits and losses

Distribution of profits among partners:
c) may be set forth in the articles of association,

d) in the absence of relevant contractual provisions — each partner has an equal share,
regardless of the type and value of their contribution.

A partner cannot be fully excluded from participating in the partnership’s profits.

Partners have the right to demand distribution and disbursement of all of the profits at the
end of each financial year.

Partners have the right to demand annual disbursement of 5 per cent interest (or any other
amount of interest, as specified in the articles of association) on their share in the capital:

c) even if the partnership has incurred a loss,
d) the articles of association may eliminate this right.

The partnership’s loss, which leads to decreasing the current carrying amount of
contributions — profit is first allocated towards supplementing a partner’s depleted share.

The articles of association may exempt a partner from participating in losses.

Right to represent the partnership

Each partner may represent the partnership individually.

Restriction of the right of representation pursuant to articles of association — partner may
represent the partnership only acting jointly with another partner or commercial proxy.

A partner may be deprived of the right to represent the partnership only for important
reasons:

a) pursuant to a resolution adopted by a majority of 34 of votes, in the presence of at
least 2/3 of the total number of partners, while the articles of association may provide
for more stringent requirements for adopting the resolution, or

b) pursuant to a final and non-appealable court decision.
Commercial proxy (specific commercial authorisation):

a) approval by all partners authorised to run the partnership’s affairs is required to
establish a commercial proxy,

b) a decision of one partner authorised to run the partnership’s affairs is required to
revoke it.

Articles of association may provide that the conduct of the affairs and representation of the
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partnership shall be exclusively entrusted to the management board:

a) to which provisions on the management board in the professional company shall
accordingly apply,

b) which is composed of one or more members.

Members of the management board:

a) persons appointed from among the partners or from other persons (at least one
partner),

b) appointed and removed by a unanimous resolution of partners or in a different manner
provided for in the articles of association.

Mandate of a member of management board expires upon the lapse of period the member
was appointed for, upon death, resignation or removal from the management board.

If the articles of association provide for a common term of office of members of the
management board — the mandate of a member of the management board appointed prior
to the lapse of a given term of office of the management board expires at the same time as
mandates of the remaining members of the management board unless the articles of
association provide otherwise.

In case of professional partnerships that prepare financial statements and the articles of
association do not provide otherwise:

a) a mandate of a member of the management board expires on the date of approval of
the financial statement for the first full financial year in which the person served on the
management board,

b) in the event of appointment of a member of the management board for a term of office
longer than one year, the mandate of such member expires on the date of approval of
the financial statement for the last full financial year in which the person served on the
management board.

The power of a member of the management board to conduct the affairs of the company

and represent the company:

a) embraces all actions of the company, whether in court or out of court,

b) may not be restricted with a legal effect with respect to third parties.

Where the management board is composed of more than one member:

a) manner of a representation of the professional partnership is set forth in the articles of
association,

b) where the articles of association do not incorporate any provisions to that effect, two
members of the management board acting jointly or one member of the management

board acting together with a commercial proxy shall be authorized to make statements
on behalf of the partnership.

Members of the management board are bound by the statutory prohibition of conduct of
a business competitive to business activity of the partnership, in particular (without consent
of the partnership’s partners) they are not allowed to be partners in other competitive
partnerships.

Running the partnership’s affairs

The partnership’s affairs cannot be entrusted solely to parties other than the partners,
except when the management board is appointed (management board is described in the
column above).

The right and obligation of each partner to conduct the partnership’s affairs.
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Partners are not compensated for running the partnership’s affairs.

Conduct of the partnership’s affairs may be entrusted to one or more partners (to the

exclusion of others):

a) under the articles of association,

b) pursuant to a resolution of the partners.

A partner authorised to run the partnership’s affairs does not require a resolution to perform

an urgent action, which, if omitted, could result in serious damage for the partnership.

Scope of authorisation to run the partnership’s affairs:

c) day-to-day management — may be conducted by any partner not excluded from
running the partnership’s affairs, with the stipulation that the articles of association
may state that a resolution of the partners is required,

d) activities beyond day-to-day management — approval by all partners, including partners
prevented from running the partnership’s affairs, is required.

Before an individual partner handles a matter falling within the scope of day-to-day

management, any of the remaining partners may oppose its handling — in such cases,

a prior resolution of the partners is required.

If a resolution is required in matters not exceeding the partnership’s ordinary activities,

a unanimous vote by all partners authorised to run the partnership’s affairs is required.

The right to run the partnership’s affairs (and a partner’s exemption from that obligation)

may be taken away from a partner for valid reasons, under a binding court decision.

The necessity to prepare the financial statement in electronic form and submit it via the S24

system together with a qualified electronic signature or signature confirmed by the trusted

ePUAP profile (applies only to professional partnerships that are obliged to submit financial
statements under the Accounting Act).

Tax

The professional partnership is not deemed a taxpayer of income tax, but is required to
maintain tax ledgers which allow to calculate the income of the partnership.

Income tax is paid by the partners of the partnership, who generate income from a
transparent entity without legal personality. The applicable tax rate depends on the
individual situation of the partner.

A professional partnership may be subject to VAT and (in theory) to excise duties.

Liability of the partnership

The partnership bears unlimited liability for its obligations up to the full value of all of its
assets.

Liability of the partners

A partner’s liability for the partnership’s obligations — description:

a) personal — up to the full value of all of the partner’s assets, limited to the partnership’s
obligations directly related to practising of a freelance profession by such partner,
unless that partner agreed in the articles of association on his/her wider liability,

b) joint and several — a creditor may request that an entire claim be satisfied from one,
several or all of the partners,

c) subsidiary — a creditor may enforce claims against a partner if enforcement from the
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partnership’s assets proves ineffective. However, a lawsuit may be filed against
a partner at an earlier time, i.e. before enforcement from the partnership’s assets is
found to be ineffective.

Lack of a partner’s liability:

a) for a partnership’s obligations arising in connection with the practicing of a freelance
profession within the partnership by the remaining partners or

b) for obligations of the partnership resulting from actions or omissions of persons
employed by the partnership under an employment contract or on the basis of
a different legal relationship, if those persons reported to another partner when
performing services related to the objects of the partnership.

The articles of association may provide the liability of a specified partner for without
exemption all of the partnership’s obligations, including those related to activity of other
partners within their profession.

Liability for obligations incurred before entering the partnership in the register:

a) is borne by all persons that acted on behalf of the partnership after it was founded but
before it was entered in the register,

b) is unlimited,

c) is personal,

d) isjoint and several,

e) is primary (not subsidiary).

Any person acceding to a partnership is liable for the obligations of the partnership incurred
before the date of accession.

Liability of the members of the management board

Liability towards the partnership in case of fault for damage caused by an act or omission
contrary to law or provisions of the articles of association.

If the execution against the company carried out by creditors proves ineffective, members of
the management board shall be jointly and severally liable for the company's liabilities.

A partner’s accession to/exit from the partnership

A new person may enter into all of the rights and obligations of a current partner provided
that:

a) such an option is clearly stipulated in the articles of association, and

b) it is approved in writing by all the remaining partners (the articles of association may
provide different provisions regarding partners’ approval),

¢) the new person has the right to practise a freelance profession.

Joint and several liability of an exiting partner and acceding partner for:

a) the obligations of the exiting partner related to participating in the partnership,

b) the obligations of the partnership.

Termination by a partner of the articles of association concluded for an indefinite term — six
months before the end of the financial year.

Accession to the partnership by a new partner is possible solely upon amending the articles
of association:

a) unless the articles of association provide otherwise — upon approval by all existing
partners,
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b) if the articles of association eliminate the requirement to obtain unanimous approval
from all partners — upon approval by the majority of the partners’ votes as stated in the
articles of association.

Where a partner loses the authorization to practise a freelance profession — obligation to
leave the partnership no later than at the end of the financial year in which such partner lost
such authorization.

Transformation/merger

The following actions must be taken to transform a civil partnership into a professional
partnership:

a) convert the articles of association of a civil partnership into the articles of association of
a professional partnership (including fulfilment of other requirements related to
formation of professional partnership),

b) enter the professional partnership in the National Court Register.
A professional partnership:

a) may be converted into any other commercial partnership or corporation (general
partnership, limited partnership, limited joint-stock partnership, limited liability
company, joint-stock company),

b) may merge with another partnership solely by forming a corporation,
c) may merge with corporations,
d) is not subject to division.

6.3 Limited partnership

LIMITED PARTNERSHIP

Preferred form of business activity

Business activity of any scale.

Business name

Should contain the surname of at least one of the general partners and an additional
designation "spétka komandytowa" (limited partnership).

The abbreviated designation “sp. k.” may be used in business dealings.

Where the general partner is a legal person, the business name of the limited partnership
should contain the full business name of this legal person and an additional designation

"spotka komandytowa" (limited partnership). This shall not preclude the inclusion of the
surname of the general partner who is a natural person.

Legal status of the partnership

Commercial partnership.

Legal personality

It has no legal personality but it does have:
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legal capacity — may acquire rights and incur obligations on its own behalf (e.g. under
agreements, as a result of acts of unfair competition, unjust enrichment, damage inflicted as
a result of business operations),

e judicial capacity (may be a party to court proceedings) and procedural capacity (may appear

before a court independently to defend its interests).

Relevant register

Entrepreneurs’ register of the National Court Register (KRS).

Competent registry court

District court competent for the registered office of the partnership.

Minimum capital requirement

There is no minimum capital requirement.

Founders/Partners

At least two founders from among:

a) natural persons,

b) legal persons,

c) organisational units without legal personality to which the applicable laws have granted
legal capacity.

A limited partnership may be established by and between different types of entities, e.g.

a natural person and a legal person.

There are two types of partners:
a) general partners bearing unlimited liability (at least one),

b) limited partners (at least one) liable to the amount specified in the articles of association
(i.e. limited liability amount).

Duration of the partnership

Definite term (including the time required to perform a specific task) or indefinite term.
It enters into effect upon entry into the National Court Register.

Articles of association of a limited partnership

Must be prepared in a form of a notarial deed or will be invalid otherwise.

The articles of association should specify, as a minimum:

a) the business name and registered office of the partnership,

b) the type of contribution made by each partner and its value,

c) the corporate purpose of the partnership,

d) duration of the partnership, if stated,

e) scope of the liability of each limited partner expressed in quota (limited liability amount).
Amending the articles of association — also in a form of a notarial deed or invalid otherwise,
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upon approval by all of the partners, unless the articles of association stipulate other terms of
amending the articles of association (e.g. by a specified majority of votes).

Actions required to establish a limited partnership

The partners conclude articles of association (in person or through authorised
representatives).

The partnership is submitted to the competent registry court by one of the partners. The
application includes forms to be submitted to the tax office, statistical office and the Social
Security Office (the last one solely if the partnership intends to have employees).

The registry court enters the partnership in the National Court Register — as of this moment
the partnership is established.

It is also possible to file an electronic application to register the partnership through the
Internet (e-registration) — the articles of association are concluded using the electronically
available model articles of association (it is not necessary to conclude the articles of
association in the form of a notarial deed).

The contract of limited partnership is subject to tax on civil law transactions (transfer tax).
The tax rate is 0.5% of the value of contributions to a partnership.

Average time required to register

The average time required to register a limited partnership is approximately 2 — 3 weeks.

Until it is entered in the National Court Register, the partnership does not formally exist and
cannot conduct business activity.

Partners’ contributions

Partners may contribute:

a) property,
b) rights, e.g. economic copyrights,
C) services.

The obligation of the limited partner to perform work or services for the partnership and
payment for services performed upon incorporation of the partnership cannot constitute the
limited partner's contribution to the partnership unless the value of his other contributions to
the partnership is at least equal to the limited liability amount.

Where the general partner is a company, and the limited partner is a shareholder thereof,
the object of the limited partner's contribution cannot comprise his shares in that company.
Where the limited partner's contribution to the partnership is, in whole or in part, an in-kind
performance or duty, the articles of association shall specify the object of such duty or
performance (in-kind contribution), its value and the partner who made the in-kind
contribution.

Limited partner cannot be released from the obligation of contribution, but unless the articles
of association provide otherwise, the value of contribution of a limited partner may be lower
than the limited liability amount.

A partner’s share in the partnership’s capital:

a) corresponds to the amount of the actual contribution made,

b) may be decreased upon approval by the remaining partners.
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Partners are neither authorised nor required to increase the agreed contribution.

If the articles of association are concluded or amended using the electronic system,
a partner’s contribution can only be money.

Partners’ share in profits and losses

Distribution of profits among partners:
a) may be set forth in the articles of association,

b) in the absence of relevant contractual provisions — each general partner has an equal
share, regardless of the type and value of their contribution, and each limited partner
has a share proportional to contribution actually made to the partnership by limited
partner.

A partner cannot be fully excluded from participating in the partnership’s profits.

Profit for a given financial year falling to a limited partner shall be allocated, in the first place,
for supplementing his contribution actually made up to the value of the agreed contribution.

In case of doubt, a limited partner shall participate in loss only up to the value of the agreed
contribution.

Partners have the right to demand distribution and disbursement of all of the profits at the
end of each financial year.

Partners have the right to demand annual disbursement of 5 per cent interest (or any other
amount of interest, as specified in the articles of association) on their share in the capital:

a) even if the partnership has incurred a loss,
b) the articles of association may eliminate this right.

The partnership’s loss, which leads to decreasing the current carrying amount of
contributions — profit is first allocated towards supplementing a partner’s depleted share.

The articles of association may exempt a partner from participating in losses.

Right to represent the partnership

Representation of partnership by partners:
a) each general partner is entitled to represent the partnership individually,

b) a limited partner may represent the partnership only in the capacity of a proxy (including
as a commercial proxy).

A partner may be deprived of the right to represent the partnership:

a) by the articles of association,

b) by a court decision (only for valid reasons).

Limitation of the right of representation under the articles of association — general partner

may be entitled only to joint representation with other general partner or proxy (including

commercial proxy).

Commercial proxy (specific commercial authorisation):

a) approval by all general partners authorised to run the partnership’s affairs is required to
establish a commercial proxy,

b) a decision of one general partner authorised to run the partnership’s affairs is required to
revoke it.

Running the partnership’s affairs
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The partnership’s affairs cannot be entrusted solely to parties other than the partners.
The right and obligation to conduct the partnership’s affairs:
a) each general partner,

b) limited partners have neither right nor obligation to conduct the partnership’s affairs,
unless the articles of association provide otherwise.

Partners are not compensated for running the partnership’s affairs.

Conduct of the partnership’s affairs may be entrusted to one or more partners (to the
exclusion of others):

a) under the articles of association,

b) pursuant to a resolution of the partners.

A general partner authorised to run the partnership’s affairs does not require a resolution to
perform an urgent action, which, if omitted, could result in serious damage for the
partnership.

Scope of authorization to run the partnership’s affairs:

a) day-to-day management — may be conducted by any general partner not excluded from

running the partnership’s affairs, with the stipulation that the articles of association may
state that a resolution of the general partners is required,

b) activities beyond day-to-day management — approval by all general partners and — unless
the articles of association provide otherwise — also limited partners, is required.

Before an individual general partner handles a matter falling within the scope of day-to-day
management, any of the remaining general partners may oppose its handling — in such
cases, a prior resolution of the general partners is required.

If a resolution of general partners is required in matters not exceeding the partnership’s
ordinary activities, a unanimous vote by all general partners authorised to run the
partnership’s affairs is required.

The right to run the partnership’s affairs may be taken away from a general partner for valid
reasons, under a binding court decision.

In the event of transfer of all rights and duties of a limited partner, the right to conduct the
partnership's affairs shall not be transferred to the acquirer.

The general partners prepare the financial statement in electronic form and submit it via the
S24 system together with a qualified electronic signature or signature confirmed by the
trusted ePUAP profile.

Tax

The limited partnership is not deemed a taxpayer of income tax, but is required to maintain
tax ledgers which allow to calculate the income of the partnership.

Income tax is paid by the partners of the partnership, who generate income from a
transparent entity without legal personality. The applicable tax rate depends on the individual
situation of the partner.

A limited partnership may be subject to VAT and excise duties.

Liability of the partnership

The partnership bears unlimited liability for its obligations up to the full value of all of its
assets.
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Liability of the partners

A partner’s liability for the partnership’s obligations — description:
a) unlimited — with respect to all of the partnership’s obligations,

b) personal — up to the full value of all of the partner’s assets, with an exception that
limited partner is liable to the limited liability amount (please see bullet below),

c) joint and several — a creditor may request that an entire claim be satisfied from one,
several or all of the partners,

d) subsidiary — a creditor may enforce claims against a partner if enforcement from the
partnership’s assets proves ineffective. However, a lawsuit may be filed against
a partner at an earlier time, i.e. before enforcement from the partnership’s assets is
found to be ineffective.

The scope of the partner’s liability:
a) in case of a general partner — with all his assets,

b) in case of a limited partner — up to the amount of limited liability amount, whereas he is
free from the liability within the contribution made to the partnership.

Where the limited partner's surname or business name is incorporated into the business
name of the partnership, the limited partner shall bear the same liability towards third parties
as the general partner.

Liability for obligations incurred before entering the partnership in the register:

a) is borne by all persons that acted on behalf of the partnership after it was founded but
before it was entered in the register,

b) is unlimited,

c) s personal,

d) isjoint and several,

e) is primary (not subsidiary).

Any limited partner acceding to a partnership is liable for the obligations of the partnership
incurred before the date of accession and after the date of partnership’s registration.

In the event of execution of a deed of a limited partnership with an entrepreneur conducting
a business enterprise in his own business name and on his own account, the limited partner
shall also be liable for the obligations arising in the conduct of the business enterprise and
existing at the time of entry of the partnership in the register.

A partner’s accession to/exit from the partnership

A new entity may enter into all of the rights and obligations of a current partner provided
that:

a) such an option is clearly stipulated in the articles of association, and

b) it is approved in writing by all the remaining partners (the articles of association may
provide different provisions regarding partners’ approval).

Joint and several liability of an exiting partner and acceding partner for:
a) the obligations of the exiting partner related to participating in the partnership,
b) the obligations of the partnership.

Termination by a partner of the articles of association concluded for an indefinite term — six
months before the end of the financial year.

Accession to the partnership by a new partner is possible solely upon amending the articles
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of association:
a) unless the articles of association provide otherwise — upon approval by all existing

partners,

b) if the articles of association eliminate the requirement to obtain unanimous approval

from all partners — upon approval by the majority of the partners’ votes as stated in the
articles of association.

Transformation/merger

The following actions must be taken to transform a civil partnership into a limited
partnership:

a) convert the articles of association of a civil partnership into the articles of association of

a limited partnership (together with fulfilment of another requirements relating to
formation of a limited partnership),

b) enter the limited partnership in the National Court Register.
A limited partnership:
a) may be converted into any other commercial partnership or corporation (general

partnership, professional partnership, limited joint-stock partnership, limited liability
company, joint-stock company),

b) may merge with another partnership solely by forming a corporation,
c) may merge with corporations,
d) is not subject to division.

6.4 Limited joint-stock partnership

LIMITED JOINT-STOCK PARTNERSHIP

Preferred form of business activity

The business activity where the personal commitment of an active partner (general
partner), for example who has know-how, is combined with the provider of capital
(shareholder), who is a passive partner and decides to involve his surplus capital, hoping
for a higher return comparing to other equity investments.

For shareholders (general partners) who want to protect the partnership against a hostile
takeover.

Business name

Can be chosen freely, however should contain the surname or business name of at least
one of the general partners and an additional designation of the legal form “spotka
komandytowo-akcyjna” (limited joint-stock partnership).

The abbreviated designation “S.K.A.” may be used in business dealings.

Legal status of the partnership

Commercial partnership.

Legal personality
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It has no legal personality but it does have:

legal capacity — may acquire rights and incur obligations on its own behalf (e.g. under
agreements, as a result of acts of unfair competition, unjust enrichment, damage inflicted
as a result of business operations),

judicial capacity (may be a party to court proceedings) and procedural capacity (may
appear before a court independently to defend its interests).

Relevant register

Entrepreneurs’ register of the National Court Register (KRS).

Competent registry court

District court competent for the registered office of the partnership.

Founders/Partners

General partner — one or more entities from among:
d) natural persons,
e) legal persons,

f) organizational units without legal personality to which the applicable laws have
granted legal capacity.

Shareholder — one or more entities from among:
a) natural persons,
b) legal persons,

C) organizational units without legal personality to which the applicable laws have
granted legal capacity.

Duration of the partnership

Definite term (including the time required to perform a specific task) or indefinite term.
It enters into effect upon entry into the National Court Register.

Statute of the partnership

Must be prepared in a form of a notarial deed or will be invalid otherwise.

The statute should specify, as a minimum:

e) the business name and registered office of the partnership,

f)  the corporate purpose of the partnership,

g) the type of contribution made by each of the general partners and its value,
h) duration of the partnership, if stated,

i) the share capital amount, the manner in which it is collected, the nominal value of the
shares and the number of shares with indication whether the shares are registered or
bearer shares,

j)  the number of shares of a given class and the rights attached thereto, if shares of
different classes are to be issued,
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k) the surnames and first names (business names) of the general partners and their
registered offices, addresses or addresses for correspondence,

[) the organization of the general meeting of shareholders and of the supervisory board,
if the law or the statute provide for a supervisory board.

Amending the provisions of the statute requires the consent of all general partners and the
resolution of the general meeting of shareholders taken by a 34 majority. All these
activities should be made in a form of a notarial deed.

It is possible to terminate the company’s articles of association and for the general partner
to leave the company, even if the articles of association do not regulate this matter.

Actions required to establish a partnership

Adopting the statute of the partnership in a form of notarial deed.

Subscription of all shares by the shareholders.

Making contributions by the shareholders:

a) shares acquired for cash — the obligation to pay at least V4 of their nominal value,

b) shares acquired for in-kind contributions or for in-kind contributions and cash — the
requirement to cover the share capital at least at PLN 12,500; the obligation to cover
the shares acquired for in-kind contributions in full within one year from the
registration of the partnership,

c) the share premium (the difference between the issue price and the nominal value of
the shares) must be fully paid before registration of the partnership.

The appointment of a supervisory board — obligatory only if the total number of
shareholders exceeds 25.

The entry of the partnership in the register of entrepreneurs of the National Court Register
(KRS).

The statute is subject to tax on civil law transactions (transfer tax). The tax rate is 0.5% of
the value of contributions to a partnership.

Average time required to register

The average time required to register a limited joint-stock partnership is approximately
3 weeks.

Until it is entered in the National Court Register, the partnership does not formally exist
and cannot conduct business activity.

Partners’ contributions

The general partner’s contribution to the limited joint-stock partnership may be allocated

to the share capital or other funds.

The making of the contribution to the share capital by the general partner does not

exclude his unlimited liability for the obligations of the partnership.

If in-kind contributions are envisaged, the founders shall draw up a written report which

shall detail in particular:

a) the in-kind contributions and the number and class of shares and other entitlements
to participate in the profits or in distribution of the partnership’s assets for such in-
kind contributions,
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b) the persons who make the in-kind contributions,
c) the employed method of valuation of the in-kind contributions.

Partners’ share in profits and losses

A general partner and a shareholder participate in the profits of the partnership in
proportion to their contributions made to the partnership, i.e. proportionally to the value of
their contributions, regardless of the type of capital or fund they have been allocated to.

If the general partner's contribution consists of his work in the form of representation of
the partnership and conducting its business, for which he receives remuneration, he is not
entitled to participate in the profits of the partnership in proportion to the value of this
work.

The statute may provide for a different method of profit distribution.

Share capital

The minimum share capital is PLN 50,000.
The nominal value of a share may not be lower than PLN 0.01.
The share capital is divided into shares of equal nominal value.

Mandatory verification by the auditor of the value of in-kind contributions made by
shareholders and general partners to the share capital. The obligation is excluded in
respect of contributions, the value of which has already been reliably established (e.g. in
the financial statement).

Increase of the share capital

May occur by virtue of a resolution of the general meeting of shareholders through new
shareholders contributions or the partnership's funds (spare or reserve capital created out
of the partnership’s profits).

The resolution of the general meeting of shareholders on the share capital increase
requires the consent of all general partners under the pain of nullity.

The shareholders may be deprived of pre-emptive rights (priority of existing shareholders
in subscribing for new shares) in full or in part — a resolution of the general meeting of
shareholders adopted by a majority vote of 4/5 is necessary.

Shares
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The registered shares or bearer shares.
The issuance of share certificates to shareholders:

a) the bearer share certificates may not be issued before full payment is made; as
a proof of partial payment, registered temporary certificates shall be issued,

b) the registered share certificates may be issued before full payment — an exception:
the shares subscribed for in-kind contributions shall remain in the partnership until
the date of approval by the earliest ordinary general meeting of shareholders of the
financial statement for the financial year in which such shares have been paid for.

Share register:

a) is kept obligatorily by the general partners entitled to run the partnership’s affairs,
b) contains the entries of registered shares and temporary certificates,

c) may be kept in paper or in electronic form.

The shares are indivisible. They may be issued in collective share certificates.

The transfer of shares:

a) the transfer of a registered share or a temporary certificate requires: (i) a written
declaration either in the share certificate or in the temporary certificate, or in
a separate instrument, and (ii) the transfer of possession of the share or the
temporary certificate,

b) the transfer of a bearer share requires the transfer of possession of the bearer share
certificate.

Selected rights and obligations of the shareholders

The possibility of establishing preference shares with regard to:

a) the right of vote — a maximum of 2 votes per share,

b) the right to dividend — up to 150% of the dividend designated to non-preference
shares,

c) the distribution of the partnership’s assets in case of its liquidation.

The statute may limit the voting rights of shareholders possessing more than 1/10 of the
total number of votes. The limitation may only apply to the exercise of the voting rights
attached to shares above the limit of votes provided for in the statute.

Right to represent the partnership

The general partners represent the partnership as statutory representatives, unless they
were deprived of the right to represent under the statute or a final and non-appealable
court judgment.

The general partners who manage the company's affairs prepare the financial statement in
electronic form and submit it via the S24 system together with a qualified electronic
signature or signature confirmed by the trusted ePUAP profile.

The shareholders may represent the partnership only as proxies.

Running the partnership’s affairs

Running the partnership’ affairs rests with general partners, with the exception of matters
falling within the competence of the general meeting for shareholders or the supervisory
board, pursuant to the provisions of the Commercial Companies Code or the statute.
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The shareholders do not have the right to run the partnership’s affairs.

Supervision

No individual supervision right of a shareholder over the partnership.
The supervisory board:

a) the creation of a supervisory board is obligatory, if there are more than 25
shareholders,

b) shall comprise at least 3 members; in the case of public partnerships — at least
5 members,

c) is not entitled to issue binding instructions to the general partners concerning running
the partnership’s affairs,

d) upon demand of the shareholders, representing at least 1/5 of the share capital, the
election of the supervisory board shall be made by the next general meeting of
shareholders by way of separate groups’ voting, even if the statute provides for
a different procedure for appointing the supervisory board,

e) the term of office — a maximum of 5 years.

General meeting of shareholders

The minutes of the general meeting of shareholders shall be drawn up in a form of
a notarial deed.

The venue of the meetings:

a) location where the partnership has its registered office,

b) other place within the territory of Poland — only if permitted by the statute.
Participation in the general meeting of shareholders:

a) possibility to participate by means of electronic communication, if the statute provides
SO,

b) possibility to vote by correspondence, if the general meeting’s bylaws provide so.

Tax

The limited joint-stock partnership is not transparent for income tax purposes

The limited joint-stock partnership is a taxpayer of the corporate income tax (CIT) - at the
rate of 19% or 9% (depending on the scale of business and period of activity)

A limited joint-stock partnership may be subject to VAT and excise duties.

Liability of the partnership

The partnership bears unlimited liability for its obligations up to the full value of all of its
assets.

Liability of the partners

The general partners bear unlimited liability for partnership’s obligations up to the full
value of all of their assets, jointly and severally with the partnership.

The shareholders are not liable for the obligations of the partnership. The shareholders’
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risk arising from the participation in the partnership is limited to the capital invested in the
subscription or purchase of shares.

Exclusion from the partnership

The squeeze-out of shares of shareholders representing no more than 5% of the share
capital by not more than 5 shareholders holding jointly not less than 95% of the share
capital.

Transformation/merger

The following actions must be taken to transform a civil partnership into a limited joint-
stock partnership:

c) convert the articles of association of a civil partnership into the statute of a limited
joint-stock partnership (including a fulfilment of other requirements related to
formation of a joint-stock company),

d) enter the limited joint-stock partnership in the National Court Register.
A limited joint-stock partnership:

e) may be converted into any other commercial partnership or corporation (general
partnership, professional partnership, limited partnership, limited liability company,
joint-stock company),

f)  may merge with another partnership solely by forming a corporation,

g) may merge with corporations (if a corporation acquires the limited joint-stock
partnership or if the merging entities form a new corporation),

h) may merge with the European company,
i) is not subject to division.

Individual business activity

INDIVIDUAL BUSINESS ACTIVITY

Preferred form of business activity

Small-scale business activity (individually).

Business name

Business name of a natural person should contain his/her name and surname
(obligatory).
May also contain other components freely chosen.

Legal personality

Natural person conducting a business activity has:
legal capacity,
capacity to undertake legal actions,

judicial capacity (capacity to be a party in court proceedings and capacity to conduct
court proceedings).
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Relevant register

Central Business Activity Record and Information (CEIDG).

The transfer of data and information to the CEIDG and transfer of data and information
from the CEIDG takes place via the CEIDG computerised system or through another
computerised system integrated with it, in particular through the Entrepreneur
Information Point system.

Minimum capital requirement

There is no minimum capital requirement.

Founders/Partners

Natural person.

Duration

Unlimited.

Actions required to commence business activity

Filing an application to the Central Business Activity Record and Information (CEIDG).
Entrepreneur may commence business activity after filing an application for registration.
From 2018 onwards, natural persons setting up a business for the first time or after a
break of at least 60 months can use the so-called "ulga na start", consisting in releasing

them from the obligation to pay social insurance contributions. Such relief is granted for a
period of 6 months if the activity is not performed for the benefit of the former employer.

Average time required to register

1 day

Representation

Entrepreneur conducting individual business activity acts on his own behalf. However, he
may appoint a proxy or a procurator to conduct his affairs. Granting of a power of
attorney or the procuration shall be disclosed in the Central Business Activity Record and
Information (CEIDG).

Tax

Entrepreneur conducting individual business activity is a taxpayer subject to Personal
Income Tax.

The applicable tax rate depends on the individual situation of the Entrepreneur.

Entrepreneur conducting individual business activity may be subject to VAT and excise
duty.

Liability
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Full liability with all personal assets. Liability also extends to the spouse remaining in the
marital property community.

Inheritance

In 2018 the new Act on the Succession Management of a Natural Person’s Undertakings
entered into force. The Act provides, among others, that:

a) upon the entrepreneur's death it is possible to establish a succession board, which
requires the appointment of a successor manager and an entry in the CEIDG;

b) it is possible to transfer certain concessions, licences, permits and contracts concluded
with employees to heirs;

c) the undertakings, from the moment of death of the entrepreneur until it is taken over
by the heirs, act as a company with the additional marking “w spadku”;

d) the undertakings “w spadku” are a separate taxpayer which has no legal personality;

e) heirs acquiring an undertaking are exempt from inheritance and donation tax if they
have registered the acquisition with the head of the tax office and will run the
acquired undertakings for at least two years.

The Act applies to entrepreneurs who died after 25 October 2018.

8.

Civil partnership

CIVIL LAW PARTNERSHIP

Preferred form of business activity

Relatively small-scale business activity conducted by at least two partners, who undertake to
promote the attainment of a common economic objective.

Business name

Does not act under business name within the meaning of civil law. Partners may determine in
the civil law partnership agreement the name, which shall be disclosed in the Central
Business Activity Record and Information (CEIDG).

If the partners of a civil law partnership are natural persons, the name of the civil law
partnership should contain at least the names and surnames of all partners together with the
addition of the name "spotka cywilna", or the abbreviation "s.c.".

Legal personality

Civil law partnership is not a separate legal entity. Only its partners are such entities.
However, civil law partnership is subject to VAT and excise tax as if it were a separate entity.

Relevant register

A civil law partnership is not a “company” in terms of commercial law. it is regulated in the
Civil Code.

Civil law partnership is subject to disclosure in the register of national economy entities
(REGON base). Partners being natural persons disclose the civil law partnership agreement in
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the Central Business Activity Record and Information (CEIDG), and partners subject to an
entry in the National Court Register (KRS) — in the commercial register for the KRS or for the
CEIDG, in the case of natural persons.

Minimum capital requirement

There is no minimum capital requirement.

Founders/Partners

At least two founders from among:

a) natural persons,

b) legal persons,

¢) organisational units without legal personality to which the applicable laws have granted
legal capacity.

Partners are entrepreneurs within the scope of business activity conducted in civil law

partnership.

Duration of the partnership

Definite term (including the time required to perform a specific task) or indefinite term.

Formed upon conclusion of the civil law partnership agreement; the agreement may specify
different moment for commencement of the civil partnership activity.

Civil law partnership agreement

Written form for evidential purposes.

Civil law partnership agreement should specify, as a minimum:

a) common economic purpose, for which the partnership is established,
b) indication of each partner’s actions serving the intended purpose.

Amending the civil law partnership agreement upon consistent statements of intent of all of
the partners.

Where the partnership continues to exist with the consent of all the partners, it will be
deemed extended for an indefinite time.

Actions required to commence an activity

Conclusion of the civil law partnership agreement in a written form.
Submission of the agreement to:

a) competent tax office,

b) Central Statistical Office and

c) if the partnership is to have employees — ZUS Social Security Office.

Filing an update to the relevant register for a partner (CEIDG or KRS), disclosing the
conclusion of the civil law partnership agreement (together with the NIP (tax) and REGON
(statistical) numbers assigned to the civil law partnership).

The civil law partnership contract is subject to tax on civil law transactions (transfer tax). The
tax rate is 0.5% of the value of contributions to the partnership. The tax is due from the
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partners, who are bound to file the tax declaration and pay the tax within 14 days of
conclusion of the contract.

Average time required to register

Up to 1 month (including tax, Central Statistical Office and Social Security Office
registrations).

Civil law partnership’s assets

The civil law partnership’s assets — movables, immovables and economic rights:
a) contributed by partners as a contribution,

b) acquired by partners within the civil law partnership.

The civil law partnership’s assets:

a) constitute a joint co-ownership between partners,

b) cannot be divided in the course of the civil law partnership duration.

Partners’ share in profits and losses

Distribution of profits among partners:
a) may be set forth in the civil law partnership agreement,

b) in the absence of relevant contractual provisions — each partner has an equal share,
regardless of the type and value of his/her contribution.

The civil law partnership agreement may exempt a partner from participating in losses.
A partner cannot be fully excluded from participating in the partnership’s profits.

A partner's share in profits provided for in the agreement sets, in the case of doubt, also
his/her share in losses.

Representation of the partnership

Unless otherwise agreed each partner may represent the partnership individually.
Partner’s deprivation of a right to represent:

a) under the civil law partnership agreement,

b) pursuant to a resolution of partners.

Running the partnership’s affairs

The right and obligation of each partner to conduct the partnership’s affairs.
Scope of authorization to run the partnership’s affairs:
a) day-to-day actions of partnership,

b) every urgent action, which, if omitted, could result in a serious damage for the
partnership (regardless of its scope, even without a prior resolution of partners).

Before an individual partner handles a matter falling within the scope of day-to-day
management, any of the remaining partners may oppose its handling - in such cases, a prior
resolution of the partners is required.

The necessity to prepare the financial statement in electronic form and submit it via the S24
system together with a qualified electronic signature or a signature confirmed by the trusted
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ePUAP profile.

Tax

transparent entity without legal personality. The
situation of the partner.

liable for payment of VAT and excise duties.

The civil law partnership is not deemed a taxpayer of income tax, but is required to maintain
tax ledgers which allow to calculate the income of the partnership.

Income tax is paid by the partners of the civil law partnership, who generate income from a

A civil partnership may be subject to VAT and excise duties. Still, the partners may be held

applicable tax rate depends on the individual

Liability

each partner.

Joint and several liability of all partners for obligations arising within the partnership.
Liability covers assets in joint co-ownership between partners, as well as personal assets of

A partner’s accession to/exit from the partnership

Partner’s termination of the civil law partnership

a) in case the agreement was concluded for
advance at the end of the financial year (th

year), the agreement may provide for a shorter notice period,

b) for important reasons — even without notice and regardless of whether the agreement
was concluded for definite or indefinite period of time, the agreement may not exclude

the right to terminate thereof for important

Accession to the partnership of a new partner — upon amending of the civil law partnership
agreement and contributing by a new partner his contribution.

agreement:

an indefinite period of time — 3 months in
is term shall expire at the end of the financial

reasons.

9.  Branch office of a foreign company — representative office of a foreign company

(comparison)

BRANCH

AGENCY

Preferred form of business activity

Conducting business activity on both small
(microbusinesses, small businesses) and large
scale (banks).

Conducting business activity only within the
scope of advertisement and promotion.

Busine

SS name

Name of branch: original name of foreign
entrepreneur  with the indication of
entrepreneur’s legal form translated into Polish
and added words "oddziat w Polsce", e.g. "Dulce
sociedad andnima spoétka akcyjna Oddziat w
Polsce".

Name of agency: original name of foreign
entrepreneur  with  the  indication  of
entrepreneur’s legal form translated into Polish
and added words "przedstawicielstwo w Polsce",
e.g. "Dulce sociedad andnima spotka akcyjna
Przedstawicielstwo w Polsce".
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Legal personality

Branch is not an entity separate from foreign
entrepreneur and does not have:

a) legal personality,

b) legal capacity,

c) judicial capacity (capacity to be a party
in court proceedings and capacity to
conduct court proceedings in defense of
its interests).

Branch Foreign entrepreneur, represented in

a branch by an authorised person, has all of
the aforesaid capacities.

Agency is not an entity separate from foreign
entrepreneur and does not have:

a) legal personality,

b) legal capacity,

¢) judicial capacity (capacity to be a party in
court proceedings and capacity to
conduct court proceedings in defense of
its interests).

Agency Foreign entrepreneur, represented in

an agency by an authorised person, has all of
the aforesaid capacities.

Relevant register

Entrepreneurs’ register of the National Court
Register (KRS).

Register of Foreign Entrepreneurs’ Agencies
kept by the minister in charge of economy.

Minimum capital requirement

There is no minimum capital requirement.

Founders/Partners

Foreign entrepreneur.

Duration

Unlimited.

Actions required to commence an activity

Foreign entrepreneur’s application to KRS.

Branch may commence activity after having
been entered into the entrepreneurs’ register.

Foreign entrepreneur’s application to the
Register of Foreign Entrepreneurs’ Agencies
kept by the minister in charge of economy.
The foreign entrepreneur is obliged to obtain
an apostille certificate on the application for
registration of a document confirming the
registration of a foreign entrepreneur, on the
basis of which it performs business activities.

Agency may commence activity after having
been entered into the Register of Foreign
Entrepreneurs’ Agencies.

Entry into the register is made for a period
of two years from the date of entry. The
entry may be extended for a further period
of two years at the request of a foreign
entrepreneur - filed within the last 90 days
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of the previous entry.

Average time required to register

3 — 4 weeks

2 — 4 weeks

Representation

Foreign entrepreneur appoints a person authorised to his representation.

Tax

e A foreign entrepreneur operating a branch / agency is subject to income tax in Poland in respect
of income earned in the country, unless otherwise specified in the international treaties on

avoidance of double taxation.

e The sale or services through a branch may be subject to VAT on terms provided for in the

provisions of the EU VAT Directive 2006/112.

e Cash transfers between a head office and the branch are not treated as taxable transactions and
therefore would not trigger income tax or value added tax.

Prohibition of activity / refusal to register

A foreign entrepreneur cannot perform business
in a branch when:

a) it grossly violates Polish law;

b) the liquidation of a foreign entrepreneur who
created a branch has occurred, or the
entrepreneur has lost the right to do business;

c) the activity of a foreign entrepreneur threatens
the security or defence of the state, the security
of classified information with a confidentiality
classification or a higher or other overriding public
interest;

d) the foreign entrepreneur has been removed
from the register indicated in the entry of the
foreign entrepreneur's branch in the commercial
register.

The minister will refuse to make an entry in the
register of Foreign Entrepreneurs’ Agencies when:

(@) the establishment of an agency would
jeopardise the security or defence of the state or
the security of classified information that is
classified as 'confidential' or of a higher or other
overriding public interest;

b) an application for an entry concerns activities
outside the scope of advertising and promotion.

Liability

Full liability of a foreign entrepreneur.

Reporting obligations

Foreign entrepreneur are obliged to maintain separate account books in Polish, in accordance with
provisions on accountancy and maintain tax ledgers required by domestic tax law.

1102077_v_15

61




